Do Mutual Funds Increase the Risk Level of Your
Portfolio?

“It looks to me like your account is risky,” | told a prospective client
recently. She had given me a copy of the statement from her U.S.
brokerage account to review, and when | pointed out the level of risk,
she seemed surprised. “How could that be? | told my broker in America
that | only wanted safe investments.”

>>>>>|f you have stocks, you have risk

| directed her to look at the pie chart on her statement that showed 30%
of her portfolio was in stocks. “You see, Doug, only 30% of my money is
in the stock market. It's not too risky.” | then pointed out that the pie chart
indicated over 60% in mutual funds and ETF’s (Exchange Traded
Funds). “Do you know how those are invested?” She smiled confidently
and said, “That’s the safe stuff. You see, the bulk of my investment
portfolio is invested in funds.” She didn’t realize that the mutual funds
and ETFs were also invested in stocks.

>>>>>Aren’t funds safe?

Although mutual funds often provide diversification, which helps to avoid
the “don’t put all your eggs in one basket” problem, if they contain
stocks, the funds themselves carry a real measure of risk. If you own a
mutual fund that has equities in it, like an index fund, a drop in the market
means you can lose money in your funds.

>>>>>Don’t wait to find out how risky your portfolio is

It's too bad this woman waited for such a long time to review the
account that her broker was handling for her. Had she come to me
sooner, she would have realized that almost a third of her account was
invested in individual stocks, and beyond that, another 60% was fully
exposed to the stock market in index funds that tracked global stock
markets.

Wherever you are on the path to retirement, The Goldstein on Gelt Show helps
you manage your money better. Download our latest episode to

e understand the basics of personal finance (budget better, save more,
avoid debt),

e |earn investment strategies from the world's best investors,

e improve your retirement plan, and

e build healthy financial habits.

Every show includes a discussion with an expert on how to invest for success.
Host Douglas Goldstein, CFP® uses his 25 years of experience as a financial
advisor to make money concepts simple to understand. Practical lessons give you tools and tips so you
can make real changes. Contact Doug at Doug@Profile-Financial.com or call +972-2-624-2788.

Due to the unpredictable nature of the investment markets, the ever-changing economic scene, and the
inherent risk that an investor may lose money, there is no guarantee or assurance whatsoever that any of the
ideas or strategies discussed here will be successful. We are not responsible for any loss, liability, or risk
incurred as a result of applying or using any of the information on this show. Please read the complete
disclaimer here.
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