What’s Happening to my Investments?

 

By Terry Villiers

 

Most of us are understandably concerned at the drop in value of any of our investments.  “Why has my superannuation/pension/managed fund value gone backwards this year?  What should I do about it?”

 

On the one hand, fund managers, advisers, and finance writers say things like, “Look to the long term”.  “Keep to your game plan.”  “Don’t panic and bail out at the bottom of the market”, and so on.  But aren’t they really just looking after their own interests, making sure we leave our (sometimes diminishing) money with them?

 

Perhaps — but there is a more fundamental question we need to ask.  Am I investing or speculating?

 

Investing is placing your money thoughtfully and carefully, knowing who and what you are investing in, being aware that markets will go up and down.  Having investigated, you have confidence the manager or business you have partnered with will produce a viable return in the long run.  So an investor (1) knows what he is investing in, and then (2) ignores the urge to respond to the short term.

 

Speculating, on the other hand, is opportunity focused.  It isn't so much concerned with what or where the money is placed — as long as it yields a profitable return.  It looks for winners, for the latest tips, for new information, and is as ready to exit a position as to enter it.  A speculator (1) trades on the short term, and (2) looks to beat the odds.

 

My advice?  If you’re a speculator, stick to the TAB where the odds are decidedly better!  But if you’re an investor, do your homework.  Know what and who you are partnering with when you are placing your hard-earned savings.  Have confidence in the long-term prospects and resist the urge to respond to the short term, however much you’re tempted.
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