Investment Update – August 2011

Worldwide events and some thoughts for individual investors

For investor’s, the events of the last few weeks have been at the very least, bewildering, but for many, of serious concern. 

Of course, if it raises questions about your own situation, or you would simply like to talk through options on a more personal basis, please do not hesitate to contact us. 

Widening discontent

For a few months now, leaders in the Eurozone have been negotiating over debt levels of various countries - Greece, Portugal, Spain and now it seems even Italy is under pressure. In each case, no sooner was a bailout package agreed than markets identified yet another issue which needed to be addressed.

However, then the US, the world’s largest economy and home to the main reserve currency, entered the fray. Pure party politics managed to bring deadlock over when and how to repay the country’s vast and growing debt burden which consequently also then threatened to prompt a default on US government debt. 

As is generally the case with such arguments, in the end, the immediate crisis was averted and a deal was reached. However, markets were unimpressed by the apparent disregard politicians had for the wider impact of their posturing and Standard & Poor’s went as far as downgrading America’s credit rating from AAA to AA+. 

At times like this, the instinctive reaction for individual investors is undoubtedly ‘should we sell?’ If we are going to hell in a handcart then should I just get out and take the losses before something much worse happens?

Of course, this is always a possibility. No one can see into the future, not even the experts, and the credit crunch in 2007 showed exactly how vulnerable the global economy is. It is difficult – and indeed undesirable – to forget that lesson. 

Taking time to reflect
What does this mean for you? To be honest, it depends on your situation and how much longer you have to go before your objectives need to be met. 

For those who are in the earlier days of investment planning and have a longer term until retirement, there is time yet for these events to potentially work through the system and restore the value of any short term falls you have seen. For you, making sure you are invested in a way which reflects your attitude to the risks, particularly given the effect these events have had on your portfolio’s value, is the most important thing – and if you want to reassess that balance, then we can organise a conversation to go over those attitudes and ensure your investments are correctly aligned.

For those who are much closer to retirement, then your concerns are no doubt much greater. However, there are still things you can do and plans you can make to consolidate value within your investments and aim to maximise the level of income you can expect later. We are always here to help you work through the different options and consider your own specific situation in the necessary detail.

