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With the recent events that have agitated
the markets and investors, it pays to be
vigilant about the investment plans that
are of interest to you.

This does not mean fearing or rejecting the idea of investing; rather it
means developing an in-depth understanding of possible investment
plans, considering the pros and cons of each plan or opportunity
available. Analysing the very structure of each plan will help you in
making a sound decision based on how it can meet your financial goals.
Understanding and realising how suitable the investment opportunity
you're looking into can consistently build your finances not only during
the growth phase, but also during more difficult times.

In this article, we have laid out some key points that can help you
become a smarter investor. Read on and find out what you should and
shouldn’t do to achieve worry-free, simple and successful investing.

Invest with comprehensive knowledge of
your investment plan.

Retail investors —with minimal or no investment knowledge —are likely to be
prone to investment mistakes. Wrong information and misconceptions
about funds and a lack of discipline in investment approach will only
increase the likelihood of making investment errors. As a result, many
investors often end up committing the “cardinal sin” of buying high and
selling low or blindly adopting a buy or sell decision based on hot tips,
sales talks, gut feel or emotional impulses such as greed and fear.

Avoid the use of historical returns to
select funds.

One of the most fundamental missteps that retail investors often make
is to choose funds based on past performances. Picking funds based on
past performance is unlikely to lead to potential winners because past
performance is never a reliable gauge of future performance. Many
times, last year's winners may be this year's losers. This is because top
performing funds, which have reached their peak in a particular period,
generally will correct in prices over the next period.

Why then do people make those kind of mistakes? One of the reasons is
that it is easy to look up the newspapers and find one fund that is
performing well and invest in it. It makes people feel good that they
have invested in a “top-performing fund”.

Instead of using past performance as an extrapolation to future
performance, historical returns should only be used when analysing the
consistency of a fund manager over a period of time or to have a gauge
on how the fund manager will perform in a particular market. As such, if
similar market cycles were to appear again, then by analysing past
performances, investors might have a feel on how the fund manager
will perform when making comparable decisions.

Avoid under and over diversifying.

There is a saying that failing to diversify and putting all your eggs in one
basket often leads to investment calamities. Indeed, the risk of not
diversifying enough is very real. Putting all your money in one or two
high-risk funds — usually the ones that have the highest potential gains
— can create substantial damage to your investment portfolio if the
performance of those particular funds takes a turn for the worse.

To avoid taking such concentrated risks, you should consider your risk
profiles and investment needs. Consider spreading your money over a
portfolio of funds that are diversified across asset classes, sectors,
geographical regions, investment styles and fund managers.

However, too much diversification, such as owning too many funds, also
has its own setbacks. With numerous investment options to choose
from in Brunei and with a constant flow of well marketed new funds
coming into the market, it would be easy to fall into the trap of amassing
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too many funds. Indeed, owning too many funds, especially those of the
same kind, can lead to a possible dilution of returns over the long run
with negligible benefits to risk reduction.

Avoid stopping your investment contributions
even during hard times.

A common knee-jerk reaction when the market nose-dives would be to
hold off all investments until the market recovers. If your investment
strategy calls for putting money in a well-diversified investment
product, then you should continue to do so even if the financial markets
take a severe tumble.

Letting fear get the better of you by stopping your investment plans
during difficult market conditions may not only jeopardise your long-term
investment goals, but it can also cause you to miss out on great
investment bargains. Investing during a bear market in anticipation for a
rebound over the long-term often reaps disciplined investors the greatest
gains. Hence, it is best to stay invested rather than to time the market.

Always plan your investments.

When planning to engage your wealth into an investment plan, always
start by determining your objectives and structuring a list of your
personal and financial goals in short, medium and long terms. To cite an
example, your short-term goal could be buying the car you have always
desired; your medium-term goal could be funding your future children’s
education expenses; and your long-term goal could be your retirement.

Always have the courage to try new
investment options.

Out of fear or presumption of less-guaranteed returns, some investors
often reject the idea of trying other investment options. This shouldn't
hold you back from exploring other investment opportunities as these
are planned and programmed to meet specific objectives, which can
match your own. To ensure that you will get guaranteed benefits in
whichever investment options you wish to explore, you should consider
selecting the type of plan that is well placed to meet your goals.

Maintain focus and discipline in achieving
both your long and short-term goals.

Never compromise your long-term goals for your short-term ones. Some
investors tend to lose sight of their long-term objectives in order to fulfill
their short-term needs. Yes, that may be part of your objectives, but you
need to maintain focus in achieving your long-term goals. Analysing and
considering different investment options rather than focusing on the
short-term may help you in achieving both goals equally.

Understand the concept of “dollar-cost-averaging”.

A good way to reduce the impact of market volatility is to make periodic investment contributions
via the “dollar-cost-averaging” strategy. To illustrate the merits of the “dollar-cost-averaging”
strategy, let's take an example of a regular savings plan and the impact of returns in a fluctuating
market. This involves investing a fixed amount at regular intervals of time. In the table below, we
use a regular savings plan that contributes BND500 into an investment plan every quarter for one
year and compare it to a lump sum investment in the beginning of the year.

Table 1: “Dollar-cost-averaging” in fluctuating market

Regular Savings Plan

Lump Sum Investment

Time Unit Dollar amount Number of Dollar amount Number of
Period Price invested units invested units
1Q BND1.00 BND500 500.0 BND2,000 2,000
2Q BNDO0.80 BND500 625.0 - -
3Q BNDO0.70 BND500 7143 - =
4Q BND1.10 BND500 454.5 - -
L Total BND2,000 2,293.8 BND2,000 2,000

Inthe first quarter (1Q), assuming that the unit price of the fund is BND1.00, under a regular savings plan, 500 units could be bought at the market
price. At the same time, a lump sum investment of BND2,000 will obtain 2,000 units. In the second quarter (2Q), if short-term market turmoil
were to strike and the unit price slumps from BND1.00 to BNDO0.80, the regular savings would be able to buy 625 units (BND500/BND0.80) with
a BND500 investment. If the market slump continues into the third quarter (3Q), causing the unit price to drop further to BNDO0.70, you could buy
more units than in 2Q with your fixed dollar investments. That's the beauty of “dollar-cost-averaging” strategy. When the unit price decreases,
you would benefit more when you continue to invest as it translates to holding more number of units as opposed to not investing at all. Indeed,
a total of 714.3 units (BND500/BNDO0.70) could be bought with a cash layout of BND500 in 3Q. And assuming that the stock market eventually
recovers in the fourth quarter (4Q) sending the unit price to BND1.10, your total purchase will amount to 2,293.8 units (including the 454.5 units
bought in 4Q). You would effectively have generated profits of BND523.18 from your total investment amount of BND2,000 over the four
quarters. On the other hand, despite putting in the same overall investment amount, the lump sum investment would have made only BND100
from your initial investment amount.

Although there is no sure buying strategy that would guarantee a profit in the investment process, investing regularly with the “dollar-cost-
averaging” could do a lot to help smooth out returns in a volatile market, lower overall investment risks and increase the chances of making
long-term gains when the market resumes its upward trend.

From the aforementioned points, you will realise that successful fund investing isn’t really complex, and need
not be. If you could eradicate the fallacies of picking funds based on past returns, buying into hot funds, failing
to diversify or over diversifying, ceasing to contribute fresh money in an investment plan during market
downturn and understanding the concept of “dollar-cost-averaging”, you are already well on

your way to achieve respectable gains over the long-term. All you need to do further is
simply to keep an eye on how your funds perform and rebalance periodically. It is really

as simple as that.

For a free financial health check, please come in to any of our branches. For more
information, you can visit our Financial Planning Centre located at our Bandar or Kuala
Belait branch. Talk to any of our experienced and qualified Personal Bankers today!

Nobody knows when the good times will come to an end, so plan and prepare
ahead of time to guarantee your family of a secure and comfortable future.

At HSBC, we understand how precious your life and loved ones are to you and for these reasons we have prepared a comprehensive range of
insurance and investment plans to ensure a worry-free future and comfortable retirement.

Sign up for any of our insurance and investment plans from today until 10 December 2008 and stand a chance to win any of the following:
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Electronic Gadgets

Dining Packages

Reward Points Shopping Vouchers Cash Prizes

Furthermore, sign-up for a Unit Trusts Plan, with a minimum amount of BND1,000, during the promotion period and enjoy a 0.25% reduction on the

initial sales charge.

Call 2 252 252 or Toll-free 1-800-0252" followed by 2162
Click www.hsbc.com.bn
Come in to your nearest branch

The world’s local bank
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The article “INVESTMENT:Know the Basics; Secure your Future” is prepared and published for information only, and does not take into consideration the specific i objectives, and the particular needs of any specific person. You should therefore not rely on it as investment advice. Information contained in
this article is obtained from sources believed to be reliable, however The Hongkong and Shanghai Banking Corporation Limited does not guarantee its completeness or accuracy. This material is not and should not be construed as an offer to sell or the solicitation of an offer to purchase or subscribe for any investment. Opinions and
estimates expressed are subject to change without notice and The Hongkong and Shanghai Banking Corporation Limited expressly disclaims any and all liability for representations and warranties, express or implied, 1 herein, or for i

Promotion period is from 10 October to 10 December 2008. Terms and conditions apply.




