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MARKET VOLATILITY IN RECENT YEARS HAS LEFT MANY INVESTORS FEELING

SOMEWHAT SEASICK. PERIODS OF SMOOTH SAILING AND MINOR
FLUCTUATIONS HAVE BEEN INTERRUPTED BY SEVERE STORMS THAT HAVE
PRODUCED DREAD, DOUBT AND PERHAPS EVEN FEAR. GONE ARE THE
DAYS OF SITTING BACK AND ENJOYING A DAY OF PEACEFUL SAILING.
TODAY’S INVESTORS AND THEIR ADVISORS MUST BE BOTH STRATEGIC
AND TACTICAL IN MANAGING INVESTMENT PORTFOLIOS.

Strategic investing uses a fixed asset allocation
that is at the core of many portfolios. The
strategic assel mix contains a variety of
different types of investments and their
allocation within the portfolio stays the same.
Strategic investing is meant to be a ship that
weathers all storms, anticipating positive
long-term performance without reacting to
short-term changes. The underlying theory
is that, over the long-term, the portfolio
should withstand market volatility and
achieve a certain percentage return.

By contrast, tactical investing occurs when

the portfolio’s sail is adjusted due to both
current and expected changes in the
investment forecast. Tactical investors move

to limit risk and create additional return based
on what is occurring in the market in the

shorter term. This continuous evaluation of
the portfolio typically produces minor shifis in
asset allocations versus drastic changes. Instead
of sticking with a fixed allocation of assets,

the tactical investor can choose to overweight
or underweight any asset class at any time
according to market expectation.

For example, the market historically does

not experience significant growth during the
summer. The tactical investor might move
some asset allocation from growth funds to
more stable fixed income or cash-based assets.

Solid tactical investing employs a time-consum-
ing, defined process based on the outcome
desired by an investor. Tactical investment
advisors consider many market indicators, such
as interest rates and the consumer spending
index; look at the market’s expected returns
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approach. Tactical investing is based o
;research, not reactive emotional decisi
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in 3, 6 or 12 months; and daily review several
independent research resources. These
independent resources produce conclusions based
on facts — facts everyone agrees on. If the resources
agree on the likely direction of the market, tactical
advisors make moves accordingly. If the resources
anticipate different outcomes, advisors are likely

to become more defensive and remove risk

from the portfolio.

Tactical investing looks at what is anticipated to
happen in the future and works proactively to
control risk. No one can predict the future 100
percent, but tactical advisors, armed with solid
research, understanding of market indicators and
the expertise of multiple independent research
sources, can gauge market movement relatlvely
accurately.

There are several benefits to the tactical investing

~ investing can create an investment portfolio t that
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Tactical investing can be employed by every investor,
whether it is 10, 20, 50 or 100 percent of a porttolio.
The proportion of strategic investment versus
tactical investment will vary based on the individual
investor’s desired goals. Tactical investing works best
for clients who understand their asset to liability
ratios; know their fixed income (e.g., pensions,
Social Security) resources; are certain of the
percentage of return they need to achieve; and
don’t watch their portfolio daily, but trust their
advisor to manage with expertise and integrity.

Every investor should have their advisor draw up
an investment policy statement. This statement
will outline items such as asset allocation, how
often the allocation will be balanced, how the
advisor is paid (fee-only or commission), and
what the client and advisor can do if anticipated
returns are not achieved. :

Is tactical investing right for you? That question -
can only be answered as you define an investment
strategy that reflects y.dur temperament, risk
tolerance and goals. Both strategic and tactical

will allow you to successfully reach your ﬁna .




