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Today, many of us encounter numerous offers to invest in this or that investment vehicle,
whether from an agent or banker. Many would inform of how wonderful their products are, the
many features they bear and how well they have stood over time and difficult periods.

The current financial condition allows us to take a little longer time to carefully search, study,
understand and finally select from the fine array of investment products that are legally available
in our country.

Before you actually place any of your hard earned money in one of these investment products,
you would undoubtedly have questions in your mind. Questions such as - Which product should
| place my money in? Which is the best product in town? Should | invest in that top-performing
investment product?

With some help, you will be able to find the answers to some or all these questions. There is no
doubt that there are many investment products available today with proven performance track
records. However, is this the only way to go about choosing the most suitable investment
product?

Let's turn back the clock to two years ago. At that time the perceived best investment product in
town for the time being may be a high risk, high volatility small cap equity unit trust fund.
However, you may be a retiree who is depending on regular income from bank savings or more
secure investments to fund retirement expenses. With this in mind, would you still place your
hard-earned money in the hottest fund in town? Would you be able to stomach the higher
volatility inherent in such a fund if you do indeed invest some money?

We always believe that before you make an investment decision, you should first know yourself
and how you relate to matters of finance. The following questions are some issues you should
think about:

? Am | a risk taker or am | risk averse? Am | a conservative, moderate or aggressive
investor? How much risk am | comfortable with?

? How long can my money be tied down in this investment? Do | expect to withdraw the
money from this investment in the near term?

? At what stage of the life cycle am | at now?

? What are my investment goals/objectives? What do | want to achieve, financially?

? What kind of returns am | looking for?

The answers to these questions would be quite different from one person to another. The
answers are not and should not be generic.

For example, take Mr A, who is a 62-year old retiree. Just being in this part of the life cycle does
not automatically place Mr A in the conservative investor group and thus directed only to
conservative investments. His present financial situation, financial goals, investment horizon,
ability to psychologically handle fluctuations in investment value and other related factors would
determine in which category of investor he would belong.

It turned out that, Mr. A, though being a retiree, is enjoying good passive income from rental of

his five units of condominiums. As such, he would like to take a little more risk in his equity
investments with the cash that he has set aside for investments.
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On the other hand, consider Mr B who is a 35-year old father of two young children. He is the
sole breadwinner of his family as his wife is a homemaker. Mr B also has to care for his aging
parents whose medical bills could run very high at certain times.

Without looking at his financial obligations, one would naturally conclude that because of his
relatively young age, Mr B would have a long investment horizon and hence should invest
largely in aggressive/high-risk investments, with time enabling him to ride short-term investment
volatility. In Mr B’s case, this is a mistaken notion. Until such time he secures a level of income
that is above what is needed to cater to these higher financial responsibilities, Mr B should
invest largely in safe-haven investments/savings to derive a regular income stream and ensure
protection of his investment capital.

There are no hard and fast rules that say that just because you are in a certain age group, you
will definitely have certain investment traits and should invest in particular funds or set up a
certain portfolio. Only you know the full scope of your finances and what kind of investment
products would meet your financial goals.

In general, a promoter of investment products is largely there to inform you of the types and
features of investments available and to facilitate transactions in them and perhaps provide
some level of investment advice. However, if you feel you need more comprehensive help in
deciding on an investment, it would be wise to seek qualified professionals for advice. Many
reputable fund houses also have consultants who are well versed in investment and financial
planning and should be able to assist you to make that informed decision.

Hence, take some time in reflecting on whether a particular investment touted by a fund
promoter is really suitable for you. Consider the questions listed earlier and seek answers to
them. Once you have the answers, you are ready to invest. However if you jump into the current
most sought after investment but which really is not appropriate for your needs, this could result
in the investment not living up to expectations or worse, you could lose money on it.

PACIFIC MUTUAL FUND BHD, is a leading
investment management company with 14
years’ of history in Malaysia. We are glad to
share with you weekly our general views on
financial and investment planning. Feel free to
contact our writer, Gary Gan, General
Manager, Business Development & Marketing
of Pacific Mutual, at
gary@pacificmutual.com.my
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