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Robin BoZeUman: 5 Wop inYeVWmenW ideaV

ThiV aUWicOe aSSeaUed iQ Whe NRYePbeU 2011 ASX IQYeVWRU USdaWe ePaiO QeZ VOeWWeU. TR VXbVcUibe WR WhiV

QeZ VOeWWeU SOeaVe UegiVWeU Z iWh Whe M\ASX VecWiRQ RU YiViW Whe AbRXW M\ASX Sage fRU SaVW ediWiRQV aQd PRUe

deWaiOV.

AfWeU Whe GFC, iQYeVWRUV ZRUOdZide aUe TXeVWiRQiQg ZheWheU WiPe-hRQRXUed iQYeVWPeQW VWUaWegieV
VWiOO ZRUN. IQ WhiV aUWicOe, VaQgXaUd'V RRbiQ BRZeUPaQ SXWV fiYe Ne\ VWUaWegieV WR Whe WeVW, iQcOXdiQg
dROOaU-cRVW aYeUagiQg, diYeUVificaWiRQ, aQd SRUWfROiR UebaOaQciQg, aQd aUgXeV WheVe ViPSOe ideaV aUe
PRUe SRZeUfXO WhaQ eYeU iQ YROaWiOe PaUNeWV.

B\ Robin BoZeUman, VangXaUd AXVWUalia

GORbaO fiQaQciaO cUiVeV aQd SeUiRdV Rf e[WeQded PaUNeW YROaWiOiW\ haYe a Za\ Rf chaOOeQgiQg

acceSWed ZiVdRP. SR iW iV haUdO\ VXUSUiViQg WhaW iQYeVWRUV heUe aQd aURXQd Whe ZRUOd aUe

TXeVWiRQiQg ZheWheU Whe UXOeV Rf Whe gaPe haYe chaQged, SeUhaSV fRUeYeU.

AUe WiPe-hRQRXUed VWUaWegieV VXch aV diYeUVificaWiRQ aQd SRUWfROiR UebaOaQciQg SaVW WheiU XVe-

b\ daWe? AUe WheUe QeZ VWUaWegieV WhaW iQYeVWRUV Qeed WR be cRQVideUiQg iQ a SRVW-GFC ZRUOd?

ViViWiQg AXVWUaOia iQ OcWRbeU ZaV ZRUOd-UeQRZQed ecRQRPiVW, acadePic aQd aXWhRU DU BXUWRQ MaONieO, PURfeVVRU

Rf EcRQRPicV aW PUiQceWRQ UQiYeUViW\ iQ Whe US. He iV SeUhaSV beVW NQRZQ fRU hiV VePiQaO iQYeVWPeQW cOaVVic,

A Random Walk  doZn Wall Street, Zhich iV iQ iWV 10Wh ediWiRQ aQd haV VROd PRUe WhaQ 1.5 PiOOiRQ cRSieV.

DU MaONieO Va\V WhaW aV he WUaYeOV aURXQd Whe ZRUOd WR iQYeVWPeQW cRQfeUeQceV, he heaUV WhaW VWUaWegieV VXch aV

diYeUVificaWiRQ aUe dead. He aUgXeV VWURQgO\ WhaW, faU fURP beiQg dead, WhiV iV a WiPe ZheQ a bacN-WR-baVicV

aSSURach WR iQYeVWiQg ZiOO VeUYe iQYeVWRUV ZeOO.

HeUe Ze ORRN aW fiYe bacN-WR-baVicV VWUaWegieV aQd hRZ Whe\ haYe faUed iQ YROaWiOe WiPeV.

1. DollaU coVW aYeUage - geW Whe beVW and ZoUVW

ThiV diVciSOiQe Rf iQYeVWiQg UegXOaU aPRXQWV aW UegXOaU iQWeUYaOV RYeU a SeUiRd Rf WiPe UeVXOWV iQ iQYeVWRUV

caSWXUiQg Whe beVW, aQd ZRUVW, Rf PaUNeW PRYePeQWV aQd eYeU\WhiQg iQ beWZeeQ.

WhaW haV SeUhaSV beeQ cORXded b\ PaUNeW PRYeV RYeU Whe \eaUV iV WhaW dROOaU cRVW aYeUagiQg acWXaOO\ ZRUNV

beWWeU iQ YROaWiOe PaUNeWV WhaQ ZheQ Whe\ aUe VWeadiO\ cOiPbiQg. ThiV iV becaXVe \RX aUe UegXOaUO\ bX\iQg iQWR

Whe VhaUePaUNeW aQd iQeYiWabO\ bX\iQg VhaUeV/iQYeVWPeQWV aW SUiceV WhaW aUe aW WiPeV ORZ aQd aW RWheU WiPeV

high. The RYeUaOO effecW iV WhaW \RX aYeUage RXW Whe SUice Rf Whe VhaUeV \RX bX\ aQd UedXce \RXU WiPiQg UiVN.

DU MaONieO XVeV aQ e[aPSOe ZheUe $1000 iV iQYeVWed RYeU fiYe WiPe SeUiRdV. The PaUNeW SUice Rf Whe iQde[ fXQd

XVed iQ MaONieO'V e[aPSOe begiQV aW $100, faOOV WR $75, aQd faOOV fXUWheU WR $55, befRUe bRXQciQg bacN WR $110

WheQ VeWWOiQg bacN aW $100. IQ RWheU ZRUdV, afWeU fiYe iQYeVWPeQW SeUiRdV Whe PaUNeW eQded XS SUeciVeO\ ZheUe iW

VWaUWed. The iQYeVWRU XViQg dROOaU cRVW aYeUagiQg eQdV XS ZiWh a SRUWfROiR ZRUWh $6060.

B\ cRQWUaVW, if \RX had iQYeVWed Whe VaPe aPRXQW iQ a PaUNeW WhaW URVe VWeadiO\ fURP $100 iQ $10 iQcUePeQWV

WR $140 - aUgXabO\ aQ iQYeVWRU'V dUeaP PaUNeW - \RX ZRXOd haYe eQded Whe SeUiRd ZiWh a SRUWfROiR ZRUWh VOighWO\

OeVV aW $5915.

The aOcheP\ Rf Whe aUiWhPeWic OieV iQ Whe aYeUage cRVW Rf Whe VhaUeV RU XQiWV SXUchaVed.

The PeVVage heUe iV OeVV abRXW Whe eQd SRUWfROiR YaOXe aQd PRUe abRXW RYeUcRPiQg behaYiRXUaO biaVeV.

IQYeVWRUV feeO gRRd abRXW iQYeVWiQg ZheQ PaUNeWV aUe WUeQdiQg XS VWeadiO\, RU eYeQ UaSidO\. MaUNeWV WhaW PRYe

OiNe a UROOeU-cRaVWeU XQVeWWOe XV aQd cUeaWe dRXbW abRXW Whe ZiVdRP Rf iQYeVWiQg - RU aW OeaVW caXVe XV WR ZaiW fRU

a VigQ WhaW WiPeV haYe iPSURYed.

2. Rebalance - loZeU \oXU UiVk

The idea Rf UebaOaQciQg ceUWaiQO\ haV ViPSOe aSSeaO. YRX VeW Whe WaUgeW aVVeW aOORcaWiRQ WhaW VXiWV \RXU SeUVRQaO

UiVN SURfiOe aQd, aW UegXOaU iQWeUYaOV - W\SicaOO\ RQce a \eaU - \RX UebaOaQce bacN WR WhRVe WaUgeW ZeighWiQgV WR

eQVXUe Whe SRUWfROiR UiVN iV VWa\iQg ZiWhiQ Whe gXideOiQeV \RX VeW.

BXW, iQ a SUacWicaO VeQVe, WhiV caQ be RQe Rf Whe haUdeVW ePRWiRQaO chaOOeQgeV aQ iQYeVWRU caQ face - Whe QRWiRQ

Rf VeOOiQg ZiQQeUV aQd bX\iQg ORVeUV.

CRQVideU Whe e[aPSOe DU MaONieO XVeV. He PRdeOOed a US SRUWfROiR fURP JaQXaU\ 1996 WR DecePbeU 2010. The

SRUWfROiR iQYeVWed 60 SeU ceQW iQ Whe US RXVVeOO 3000 iQde[ aQd 40 SeU ceQW iQ Whe BaUcOa\V US AggUegaWe bRQd

iQde[: a ViPSOe SRUWfROiR cRPbiQiQg e[SRVXUe WR Whe bURad US VhaUe aQd bRQd PaUNeWV.

IW ZaV UebaOaQced iQ JaQXaU\ each \eaU aQd iW cRYeUed bRWh Whe WechQRORg\ bXbbOe iQ 2000 aQd Whe gORbaO

fiQaQciaO cUiViV iQ 2008. The UebaOaQced SRUWfROiR deOiYeUed aQ aYeUage aQQXaO UeWXUQ Rf 12.19% ZiWh a UiVN (RU

YROaWiOiW\ Rf UeWXUQV) Rf 11.5%. B\ cRQWUaVW if Whe iQYeVWRU did QRW UebaOaQce Whe SRUWfROiR, Whe aYeUage aQQXaO

UeWXUQ ZaV 10.72% ZiWh a YROaWiOiW\ Rf 12.75%.
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DU MaONieO PaNeV Whe SRiQW WhaW UebaOaQciQg dReV QRW aOZa\V giYe a higheU UeWXUQ, bXW iW aOZa\V giYeV a ORZeU

UiVN RU YROaWiOiW\ OeYeO. He aOVR SRiQWV RXW WhaW iQ WhiV SRUWfROiR; iQ JaQXaU\ 2000 Whe iQYeVWRU did QRW NQRZ Whe

VhaUePaUNeW ZaV QeaUiQg Whe SeaN Rf Whe Wech-VWRcN bXbbOe. BXW Whe UXQ XS iQ SUiceV had SXPSed XS Whe

VhaUeV WR be ZeOO RXWVide Whe aVVeW aOORcaWiRQ gXideOiQeV, VR Whe UebaOaQciQg VigQaO ZaV WR VeOO dRZQ VhaUeV

aQd bX\ PRUe bRQdV WR NeeS Whe UiVN OeYeO XQdeU cRQWURO.

CRQYeUVeO\, iQ 2003 Whe iQYeVWRU did QRW NQRZ WhaW VhaUeV ZeUe QeaUiQg Whe bRWWRP Rf Whe PaUNeW c\cOe, bXW

bRQd SUiceV had UiVeQ VigQificaQWO\, VR Whe UebaOaQciQg VaZ bRQdV beiQg VROd aQd VhaUeV bRXghW WR UeVWRUe Whe

aVVeW aOORcaWiRQ baOaQce.

TR WeVW UebaOaQciQg iQ aQ AXVWUaOiaQ cRQWe[W, VaQgXaUd PRdeOOed a ViPiOaU SRUWfROiR - 50 SeU ceQW iQ AXVWUaOiaQ

VhaUeV (S&P/ASX 300 iQde[) aQd 50 SeU ceQW iQ AXVWUaOiaQ bRQdV (UBS cRPSRViWe bRQd iQde[) RYeU Whe SaVW 10

\eaUV WR Whe eQd Rf SeSWePbeU 2011. If Whe SRUWfROiR ZaV UebaOaQced each \eaU, Whe aQQXaO UeWXUQ ZaV 6.99 SeU

ceQW. FRU a SRUWfROiR WhaW ZaV QRW UebaOaQced, Whe UeWXUQ ZaV 6.73 SeU ceQW.

The SeUfRUPaQce UeVXOW ZaV QRW aV VWURQg aV DU MaONieO'V e[aPSOe. HRZeYeU, Whe WRWaO UiVN WaNeQ ZaV

VigQificaQWO\ ORZeUed, Zhich iV SeUhaSV Whe PRVW SRZeUfXO aUgXPeQW fRU XViQg WhiV VWUaWeg\.

IQ YROaWiOe WiPeV, UebaOaQciQg heOSV iQYeVWRUV WaNe a diVciSOiQed aSSURach WR NeeS SRUWfROiR UiVN ZiWhiQ OeYeOV WhaW

Whe\ aUe cRPfRUWabOe ZiWh aQd iQ cRQWURO Rf.

3. Diversif\ - across and within

CRQWiQXiQg RQ Whe WhePe Rf NeeSiQg UiVN XQdeU cRQWURO iV Whe VWUaWeg\ WR eQVXUe a SRUWfROiR iV ZeOO-diYeUVified.

DU MaONieO iV a VWURQg adYRcaWe Rf bURad PaUNeW diYeUVificaWiRQ aQd ZhiOe he acNQRZOedgeV WheUe aUe feZ SOaceV

WR hide dXUiQg a ZRUOdZide UeceVViRQ, iW dReV QRW PeaQ Whe deaWh Rf diYeUVificaWiRQ.

DiYeUVificaWiRQ cRPeV iQ WZR Ne\ fRUPV: acURVV aVVeW cOaVVeV aQd ZiWhiQ aVVeW cOaVVeV.

TheUe iV a VWURQg bRd\ Rf iQYeVWPeQW UeVeaUch WhaW SRiQWV WR aVVeW aOORcaWiRQ beiQg Whe ViQgOe PRVW iPSRUWaQW

deciViRQ aQ iQYeVWRU PaNeV. FRU AXVWUaOiaQ VhaUe iQYeVWRUV, Whe diYeUVificaWiRQ TXeVWiRQ iV PXOWi-faceWed aQd

iQYROYeV cRPfRUW OeYeOV ZiWh AXVWUaOiaQ VhaUeV, iQWeUQaWiRQaO VhaUeV, SURSeUW\, fi[ed iQWeUeVW aQd caVh.

OXU PaUNeW iV heaYiO\ cRQceQWUaWed iQ Whe fiQaQciaO VeUYiceV aQd UeVRXUceV VecWRU, VR eYeQ ZiWhiQ RXU bURadeU

PaUNeW WheUe iV cRQVideUabOe VecWRU UiVN. A OeYeO Rf hRPe cRXQWU\ biaV iV XQdeUVWaQdabOe, WheUefRUe beiQg

RYeUZeighW iQ AXVWUaOiaQ aVVeWV iV VeQVibOe, bXW QRW WR Whe WRWaO e[cOXViRQ Rf RYeUVeaV PaUNeWV.

CRUUeOaWiRQV beWZeeQ aVVeW cOaVVeV (WhaW iV, aVVeWV PRYiQg iQ Whe VaPe diUecWiRQ) Pa\ haYe UiVeQ iQ UeceQW

\eaUV bXW DU MaONieO aUgXeV Whe UeWXUQ diffeUeQWiaO VWiOO deOiYeUV beQefiWV. He XVeV Whe e[aPSOe Rf deYeORSed-ZRUOd

VhaUePaUNeWV YeUVXV ePeUgiQg PaUNeWV. EPeUgiQg PaUNeWV dR cRUUeOaWe (RU fROORZ) deYeORSed PaUNeWV cORVeO\.

BXW iQ Whe SaVW 10 \eaUV, ZhiOe deYeORSed PaUNeWV (iQ SaUWicXOaU Whe US) eQded XS aURXQd Whe VaPe OeYeO,

ePeUgiQg PaUNeWV deOiYeUed aQ aQQXaO gURZWh UaWe aURXQd 8.3 SeU ceQW.

A cOeaU e[aPSOe Rf AXVWUaOiaQ iQYeVWRUV XViQg diYeUVificaWiRQ effecWiYeO\ iV Whe iQcUeaViQg caVh hROdiQgV iQ VeOf-

PaQaged VXSeU fXQdV (SMSFV). AWWUacWiYe VhRUW-WeUP iQWeUeVW UaWeV haYe VeeQ SMSFV bXiOd XS caVh hROdiQgV,

XVXaOO\ iQ WeUP deSRViWV, WR aURXQd $113 biOOiRQ, accRUdiQg WR IQYeVWPeQW TUeQdV UeVeaUch iQ Ma\ WhiV \eaU.

ThiV iV ZheUe diYeUVificaWiRQ aQd UebaOaQciQg ZRUN effecWiYeO\ WRgeWheU. AW Whe deVigQaWed UebaOaQce WiPe, if Whe

caVh/WeUP deSRViW hROdiQg iV abRYe Whe WaUgeW aVVeW aOORcaWiRQ aQ iQYeVWRU haV decided VXiWV WheiU ORQg-WeUP

gRaOV aQd UiVN aSSeWiWe, iW iV a caOO fRU a VWUaWegic UebaOaQce.

4. Core-satellite - build stronger portfolios

DU MaONieO'V A Random Walk  DoZn Wall Street PRXQWV a VWURQg aUgXPeQW agaiQVW WU\iQg WR WiPe PaUNeWV. IW iV,

he aUgXeV, a ]eUR-VXP gaPe aQd WhaW iV befRUe cRVWV aUe WaNeQ iQWR accRXQW. BXW fRU WhRVe ZhR ZaQW WR WiOW WheiU

SRUWfROiR (WRZaUdV aQ aVVeW cOaVV, PaUNeW RU VWRcN) RU ZhR haYe a high OeYeO Rf cRQfideQce iQ a SaUWicXOaU VhaUe

RU VW\Oe Rf iQYeVWiQg, he VXggeVWV a cRUe-VaWeOOiWe aSSURach.

ThiV PeaQV ORcNiQg iQ Whe PaUNeW'V UeWXUQ Yia bURad PaUNeW iQYeVWPeQWV VXch aV e[chaQge-WUaded fXQdV (ETFV)

RU iQde[ fXQdV iQ Whe "cRUe", aQd WheQ iQYeVWiQg iQ "VaWeOOiWeV", be Whe\ VSecific VhaUeV RU RWheU acWiYe

PaQagePeQW iQYeVWPeQW SURdXcWV.

ThiV aOORZV iQYeVWRUV WR WaNe "beWV" WR WU\ WR iPSURYe UeWXUQV aQd aOVR add aVVeWV WhaW fXUWheU diYeUVif\ UiVN.

5. Costs matter

IW Pa\ QRW be aQ iQYeVWPeQW VWUaWeg\ iQ iWV RZQ UighW bXW RQe Rf Whe RWheU WiPeOeVV OeVVRQV WhaW DU MaONieO

UePiQded XV Rf dXUiQg hiV YiViW WR AXVWUaOia ZaV WhaW cRVWV PaWWeU - a ORW. He dReV QRW beOieYe \RX caQ fRUecaVW

PaUNeW UeWXUQV UeOiabO\, bXW \RX caQ caOcXOaWe \RXU cRVWV ZiWh ceUWaiQW\.

About the author

RRbiQ BRZeUPaQ iV PUiQciSaO, CRUSRUaWe AffaiUV & MaUNeW DeYeORSPeQW aW VaQgXaUd AXVWUaOia.

From ASX

ASX OQOiQe ShaUeV CRXUVeV aUe a gUeaW Za\ WR acceVV fUee edXcaWiRQ abRXW VhaUe iQYeVWiQg. TheUe aUe 11

cRXUVeV WR cRPSOeWe RQOiQe, each WaNiQg abRXW 10 PiQXWeV RQ aYeUage. TRSicV iQcOXde:

What is a share?

Wh\ and how to invest

Risks and benefits of shares

What to consider in an investment

How to bu\ and sell shares.
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The view s, opinions or recommendations of the author in this article are solely those of the author and do not in any w ay reflect the

view s, opinions, recommendations, of ASX Limited ABN 98 008 624 691 and its related bodies corporate ("ASX"). ASX makes no

representation or w arranty w ith respect to the accuracy, completeness or currency of the content. The content is for educational

purposes only and does not constitute f inancial advice. Independent advice should be obtained from an Australian f inancial services

licensee before making investment decisions. To the extent permitted by law , ASX excludes all liability for any loss or damage arising

in any w ay including by w ay of negligence.
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