
 

 

 

Conventional wisdom says that what goes up, must come 
down. But even if you view market volatility as a normal occur-
rence, it can be tough to handle when it's your money at stake. 
Though there's no foolproof way to handle the ups and downs 
of the stock market, the following common sense tips can help. 

Don't put your eggs all in one basket 

Diversifying your investment portfo-
lio is one of the key ways you can 
handle market volatility. Because 
asset classes typically perform dif-
ferently under different market con-
ditions, spreading your assets 
across a variety of investments such 
as stocks, bonds, and cash alterna-
tives (e.g., money market funds, 
CDs, and other short-term instru-
ments), has the potential to help 

reduce your overall risk. Ideally, a decline in one type of asset 
will be balanced out by a gain in another, but diversification 
can't eliminate the possibility of market loss.  

One way to diversify your portfolio is through asset allocation. 
Asset allocation involves identifying the asset classes that are 
appropriate for you and allocating a certain percentage of your 
investment dollars to each class (e.g., 70 percent to stocks, 20 
percent to bonds, 10 percent to cash alternatives). An easy 
way to decide on an appropriate mix of investments is to use a 
worksheet or an interactive tool that sug-
gests a model or sample allocation based 
on your investment objectives, risk toler-
ance level, and investment time horizon.  

Focus on the forest, not on the trees 

As the market goes up and down, it's 
easy to become too focused on day-to-
day returns. Instead, keep your eyes on 
your long-term investing goals and your 
overall portfolio. Although only you can 
decide how much investment risk you 
can handle, if you still have years to invest, don't overestimate 
the effect of short-term price fluctuations on your portfolio.  

Look before you leap 

When the market goes 
down and investment 
losses pile up, you may be 
tempted to pull out of the 
stock market altogether and 
look for less volatile invest-
ments. The small returns 
that typically accompany 
low-risk investments may 
seem attractive when more 
risky investments are posting negative returns.  

But before you leap into a different investment strategy, make 
sure you're doing it for the right reasons. How you choose to 
invest your money should be consistent with your goals and 
time horizon.  

For instance, putting a larger percentage of your investment 
dollars into vehicles that offer safety of principal and liquidity 
(the opportunity to easily access your funds) may be the right 
strategy for you if your investment goals are short-term (e.g., 
you'll need the money soon to buy a house) or if you're grow-
ing close to reaching a long-term goal such as retirement. But 
if you still have years to invest, keep in mind that stocks have 
historically outperformed stable value investments over time, 
although past performance is no guarantee of future results. If 
you move most or all of your investment dollars into conserva-

tive investments, you've not only locked in any 
losses you might have, but you've also sacrificed 
the potential for higher returns. 

Look for the silver lining 

A down market, like every cloud, has a silver 
lining. The silver lining of a down market is the 
opportunity you have to buy shares of stock at 
lower prices.  

One of the ways you can do this is by using dollar 
cost averaging. With dollar cost averaging, you 

don't try to "time the market" by buying shares at the moment 
when the price is lowest. In fact, you don't worry about price at 
all. Instead, you invest money at regular intervals over time.  
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When the price is higher, your investment dollars buy fewer 
shares of stock, but when the price is lower, the same dollar 
amount will buy you more shares.  

For example, let's say that you decided to invest $300 each 
month towards your child's college education. As the illustra-
tion shows, your regular monthly investment of $300 bought 
more shares when the price was low and fewer shares when 
the price was high:  

Although dollar cost averaging can't guarantee you a profit or 
avoid a loss, a regular fixed dollar investment may result in a 
lower average price per share over time, assuming you con-
tinue to invest through all types of markets. You should con-
sider your financial ability to make ongoing purchases, re-
gardless of price fluctuations, however. 

(This hypothetical example is for illustrative purposes only 
and does not represent the performance of any particular 
investment. Actual results will vary.) 

Don't stick your head in the sand 

While focusing too much on short-term 
gains or losses is unwise, so is ignor-
ing your investments. You should 
check up on your portfolio at least 
once a year, more frequently if the 
market is particularly volatile or when 
there have been significant changes in 
your life. You may need to rebalance 
your portfolio to bring it back in line 
with your investment goals and risk 

tolerance. A financial professional can help you decide which 
investment options are right for you. 

Don't count your chickens before they hatch 

As the market recovers from a down cycle, elation quickly 
sets in. If the upswing lasts long enough, it's easy to believe 
that investing in the stock market is a sure thing. But, of 
course, it never is. As many investors have learned the hard 
way, becoming overly optimistic about investing during the 
good times can be as detrimental as worrying too much dur-
ing the bad times. The right approach during all kinds of mar-
kets is to be realistic. Have a plan, stick with it, and strike a 
comfortable balance between risk and return.  

 

 

 

 

 

 

 

 

 

 

 

 

Making dollar cost averaging work for you 

• Get started as soon as possible. The longer 
you have to ride out the ups and downs of 
the market, the more opportunity you have to 
build a sizeable investment account over 
time. 

• Stick with it. Dollar cost averaging is a  
long-term investment strategy. Make sure 
that you have the financial resources and the 
discipline to invest continuously through all 
types of markets, regardless of price  
fluctuations. 

• Take advantage of automatic deductions. 
Having your investment contributions  
deducted from your paycheck or bank  
account is an easy and convenient way to 
invest, and can help you get in the habit of 
investing regularly. 

Page 2 of 2 

Prepared by Forefield Inc, Copyright 2009. 

Anywhere Legal - The Virtual Law Firm

May 20, 2009

Disclosure Information -- Important -- Please Review
The hiring of a lawyer is an important decision which should not be based solely upon advertisements. This article presents general 
information and is not intended as legal advice, nor should you consider it as such. You should not act upon any information 
contained in this website without seeking professional advice.



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Error
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJDFFile false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /SyntheticBoldness 1.00
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveEPSInfo true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /Unknown

  /Description <<
    /ENU (Use these settings to create PDF documents with higher image resolution for high quality pre-press printing. The PDF documents can be opened with Acrobat and Reader 5.0 and later. These settings require font embedding.)
    /JPN <FEFF3053306e8a2d5b9a306f30019ad889e350cf5ea6753b50cf3092542b308030d730ea30d730ec30b9537052377528306e00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /FRA <>
    /DEU <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
  >>
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


