
Aside from real honest to goodness 

economic or investment news, the 

market can jump around on just 

about any kind of “noise.”  Rather 

than getting caught-up in the 

“noise,” react by making sure that 

your portfolio is constructed 

appropriately for your goals, your 

time horizon, your tolerance for risk 

and your financial needs.  

 

When in doubt, consult a financial 

advisor.  

 
 
 

“You can never predict when that 
unknown torpedo will come out of 
the dark and smash the price of a 
stock.” – Ralph Seger 
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Market Volatility 

Volatility — is it necessarily a bad 

thing? Does it mean that major 

shifts in market fundamentals will 

be taking place? Or, is it merely 

another instance of herd mentality 

running rampant? To answer these 

questions, it might be helpful to 

understand some of the causes of 

volatility.  

 

A lot of market volatility can be 

traced to “new information,” or 

random “noise.”  However, these 

two things by themselves do not 

cause market volatility. Rather, it 

is the significance that investors 

attach to the “new information” or 

the “noise” that determines the 

impact on the market. Investors 

have a tendency to subjectively 

evaluate and define what “new 

information” or “noise” means to 

them. Investors from all walks of 

life use their specific knowledge, 

intuitions, goals, perceptions and 

worries, to collectively contribute 

to the moods of the market.  

 

For instance, if investors think that 

interest rates will rise (regardless 

of whether rates actually rise), 

bonds could drop in value. 

Conversely, if the “noise” were to 

reverse itself, bonds could rise       

in value. “Noise” often has 

nothing to do with reality.                       

But, with enough investors either         

buying or selling on any specific             
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“new information” or “noise” — 

whether it’s accurate or not — the 

market can be greatly affected.  

 

How should you, as an investor, 

react to volatility? Should you buy 

or sell based on your perception of 

the “noise” or should you stay the 

course? Conventional wisdom tells 

us that those who invest for           

the long term, shouldn’t worry         

too much when the market      

jumps around. However, during 

prolonged periods of volatility, it 

might be a good idea to revisit your 

overall goals and tolerance for risk. 

If there’s a change in your 

situation, take a good hard look at 

your portfolio. Make sure that you 

are still comfortable with the level 

of risk that you’re taking. If you 

are comfortable, that’s good. If not, 

changes might be in order. If 

changes need to be made, it’s far 

better that they be done before 

market conditions become too 

problematic.  

 

How a portfolio holds up under 

volatile market swings says a lot 

about how that portfolio is 

constructed. Although no portfolio 

is immune to stress, one can make 

it less stressful by applying the 

simple rules of diversification — 

don’t put all your eggs in one 

basket.  
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Oh no, here we go again! 
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This newsletter is for informational purposes 

only , and is in no way a solicitation or offer to 

sell securities or investment advisory services. 

Nothing in this newsletter shall be interpreted 

to state or imply that past results are an    

indication of future performance.  Information 

throughout this newsletter is obtained from 

sources which we believe to be reliable, but we 

do not warrant or guarantee the timeliness    

or accuracy of this information. Neither     

U.S. Advisors, nor any of our information 

providers shall be liable for any errors or 

inaccuracies, regardless of cause.  

 
About Dixie Butler — she is a Certified 

Financial Planner, a Certified Divorce 

Financial Analyst,  and is an Enrolled 

Agent, entitling her to practice before 

the IRS.  She has been in the investment 

and financial industry for over 25 years. 

 

Playing with “House Money” 

You’ve heard it a hundred times 

before, but have you really 

stopped to understand what 

investment risk is really all 

about? 

 

There are risks in virtually all 

investments. Even Certificates 

of Deposit have risk — 

“purchasing power risk,” which  

is the risk that interest earned 

won’t keep up with inflation.  

 

If you’ve ever owned real estate, 

it’s quite possible that you have 

experienced “liquidity risk”— 

the risk of not being able to sell 

(or buy) because of unfavorable 

market conditions. Unfavorable 

market conditions can exist in 

any type of investment.  

 

“Actuarial risk” is becoming 

more of a  reality —  both  with 

insurance   companies   and   the    

 

 

For those of you who have 

gambled in a casino, when you 

win money, you have a tendency 

to play “looser” as though you 

were playing with “house 

money.” When you lose, you 

have a tendency to get more 

conservative and “nervous” 

about the next roll of the dice.  

 

Investors react similarly to the 

stock market — feeling “loose” 

in a bull market as their 

portfolios rise in value and 

“nervous” in a bear market when 

their portfolio suffers losses.  

 

On and off during the last few 

years, many investors have won 

significant  “house  money” in a 

rising stock market.  

Consequently, they feel “loose,” 

and in many cases have come    

to expect unrealistically high 

returns. Beware — the stock 

market will fall again! When it 

does, will you be too “nervous” 

to handle the sting?  

 

When you win in the stock 

market, it’s great, but when you 

lose, don’t let it interrupt your 

long range plans. On an annual 

basis, take the time to review 

your financial situation. There 

are many life changes that could 

necessitate a change in your 

portfolio, such as marriage, 

birth of a child, retirement, an 

unexpected illness, divorce or 

simply getting older.   

Investment Risk 
insured individuals. We are   

living longer, therefore, we risk 

outliving our money.  Insurance    

companies take on the risk   

that you might live beyond 

mortality tables.  If you do, you 

could   possibly cost the insurer 

more than could be recovered 

by the  premiums paid over the 

life of your policy.  

 

“Political risk” is inherent in    

all foreign investments. Actions 

taken by foreign  governments 

which are unfavorable could 

result in a decrease in your    

investment.     

 

These are just a few of the 

many risks that investors must 

deal with.  Before investing, 

decide when you will need the 

invested dollars. The longer 

your time   horizon, the more 

risk you might consider.  

 


