Back to basics

Focus on the fundamentals for an
investment strategy that’s right
for you.

Invest your money. Three short, simple words. Or are they?

With such a large array of investment choices, from stocks and
bonds to closed-end funds and exchange-traded funds, it can
be difficult to decide where to put your money. To further

complicate matters, there's always something new being



hyped in the marketplace. Current buzz is focused on
cryptocurrencies and emerging technologies like artificial
intelligence and self-driving vehicles. You might be eager to
invest early and capitalize on potential growth, but are these

sound opportunities?

Moreover, it seems as if everyone has advice for you.
Unfortunately, platitudes like “buy low and sell high” aren't
very helpful, and those stock tips from your friend's brother,
or your uncle's golf buddy, rarely pan out. So how can you cut

through all the noise and figure out what's right for you?

Consider these three words instead: back to basics. The best
investment strategy is one that's focused on the long term, on

tried and true strategies that have stood the test of time.

Define your goals

First and foremost, think about why you are investing.
Whether it's for your retirement, education savings for your
kids or a dream vacation, figure out how much money you'll

need and how long you have to get there.

Weigh the risks versus the rewards

Higher risk can equal higher potential reward, but the amount

of risk in your investment portfolio should correspond to the



time horizon of the investment. For example, if you're
investing for retirement 30 years in the future, your portfolio
can tolerate greater risk because it has more time to ride out
any market downturns. It's also important to consider your
personal comfort with risk - how well you can handle a loss in
the value of your investments if there is a market downturn.
Make sure you are invested appropriately for both your risk

tolerance and your time horizon.
Invest early and often

The sooner you start, the more time your investments have to
grow, even if you can only afford a modest amount. Someone
who starts in their 40s will have to invest a lot more than
someone who began investing in their 20s in order to reach
the same value.! Give compounding returns as much time as

possible to work their magic.
Pay yourself first

A relatively painless way to save is through a pre-authorized
deposit. Set one up on your payday or through your
company’s payroll, if available, so that money is deposited into
your investments before you have a chance to spend it. You'll
be surprised at how fast your savings will accumulate without

you even noticing. It's also a good idea to set up a separate



emergency fund in an easily accessible account, such as a
high-interest savings account. If the need arises, you'll have

access to money without having to dip into your investments.
Diversify

Don't put all your eggs in one
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New, trendy investment opportunities can

basket. It's important to spread

seem exciting. However, there are some risks

yo ur | nvestments across asset to consider before putting your money into the
next big thing.

classes (StOCkS, bo ndS, etC_), Lack of regulation. Traditional investments are
highly regulated to help protect investors, but
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raise investor protection concerns.

Inflated share prices. Some new investments

locations. If you put all your are highly speculative, with prices based on
expectations of future success rather than

money in one stock and its current performance.

Dilution. If a company expands rapidly, it can raise
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the value of existing shareholders’ investment,
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significantly reduce your

investment. The same would hold true if you were to invest in
one industry. For example, if you invest only in energy and the
price of oil declines, so may the value of your investment.
Diversification helps to balance individual investment risks

across an entire portfolio, lowering your overall risk.

Have a plan and stick to it

Regardless of new investment opportunities that promise high
returns, it's important to have a plan and stick with it. Markets

may fluctuate, but a well-thought-out investment plan is



designed to ride out those fluctuations. And if you still want to
invest in the latest and greatest growth opportunity, consider
setting up a “core and explore” portfolio. This means the bulk
of your portfolio (the “core”) is designed to meet your goals
and overall risk tolerance, while a small portion of your
portfolio can be used to explore riskier, more speculative
investments. The best course of action? Speak with your
advisor. He or she can help you cut through the market noise
to determine the best investment strategy to help you meet

your goals.

T www.theglobeandmail.com/globe-investor/personal-finance/taxes/stark-comparisons-

show-the-importance-of-starting-early-in-building-wealth/article16459735

Share

Facebook LinkedIn

Solutions

© 2018 Manulife. The persons and situations depicted are fictional and their
resemblance to anyone living or dead is purely coincidental. This media is for
information purposes only and is not intended to provide specific financial, tax, legal,
accounting or other advice and should not be relied upon in that regard. Many of the
issues discussed will vary by province. Individuals should seek the advice of

professionals to ensure that any action taken with respect to this information is



appropriate to their specific situation. E & O E. Commissions, trailing commaissions,
management fees and expenses all may be associated with mutual fund investments.
Please read the prospectus before investing. Mutual funds are not guaranteed, their
values change frequently and past performance may not be repeated. Any amount that
is allocated to a segregated fund is invested at the risk of the contractholder and may

Increase or decrease in value.



