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with your ‘investinents -~ and, inost -especially,
don't throw all your ‘money into a%w&@mn m-

=io  Vestment is soaring at the moment.
Analysis . You may read about people who
never sweat when turmmoil sweeps the financial
- world. Don't believe it. Consider Peter Bernstein,
. -one of the most highly respected sages on-Wall
- Street. He not only worked more than 50 years on

rian in the country as well, .

Is he worried? Absolutely. “T've never seen any-
thing like it,” the 89-year-old Bernstein says.

The foxic interactions between parts of the fi-
nancial system — mortgages, housing, banking and
Wall Street — as well as the sudden global impact of
spiraling cil prices, are “inique in my experience,”
Bernstein says. “Forecasts are more difficult now
because we have no guidelines.” R

So what should you do?

Preserve your asset allocation

what portion of your money you want to keep in
each of several asset classes: stocks, bonds, ultra-
safe money market funds and so on, Check to see if
the market’s recent action has left you below or
above your target for any one asset class; such as
bonds. If s, rebalance your portfolio: That is, sell off

| When the financial world is panicking, you prob- .
- "ably will, too. The- best ‘advice, though, is this:”
- "When you're nervoiis; don't actually‘de anything :

1988 Stper Bowl,

~have :the” potential to“deéliver the same

the Street, he's arguably the leading financial histo- .

You should have at least rough targets of .

“market looks now. Tn 20 years, today's
worries will likely seem as distant as the
- If youll need your money in Jess than
20 -years, add inore bonds -and ‘iniomiey
tnarket securities to the mix, They dof't

powerful gainis that'stocks do, but borids ™
and cash serve a vital ‘purpose: They'll:
cushicn your losses i downtirm! Cons
sider the Lipper large-company core in-
dex, which gauges the performance of

large-company stock ' funds.- It’s.failen ..
15.3% this-year. By-contrast; general US; ‘govern

ment bond finds have gained 1.8%.A 40% position

in bonds would have reduced your lossés to 7.9%
if you'

Il need ‘your mioney in five: years or less;

stay almost entirely with bank CDs, Treastiry bills or:
money market funds: The Securities and Exchange
Commission . has -a"primer ‘on:basic” m:onmmou““

www.sec.gov/investor/pubs/assetallocation htm.

D Diversify -
¢ You nieed more than one type of stock fund
and more than one kind of bond fund. *“The past 10
years, the 'S&P 500 has gone nowhere,” says Sam
Stovall, chief strategist for Standard & Poor’s. But in-

ternational stocks have gained 40%, and midcap
and small-cap stocks are up more than 100%, Sto-

. Shiny insurance:

- midcaps, $1,000 in small-caps and $2,000 in initer-
- natjonal, yoir'd have nearly doubled yoir gains. - -

company. core’ find over the past décade, 'you'd

have'$12,578 now, according to Lipper. But if you

had put $5,000 in lare-cofnparty stocks, $2,000 in

Consider ‘insurance’ investments -
' We dor't mean insurance’ policies, which
aren't inviestrrients. Rather, we're refeiring to small
portions-of your portfolio’ that will perform well in

-the wotst of times aiid pooily ini the best of times.

The firstis gold, a*hedge against inflation. People

buy moﬁ.éumn the value of ﬁmumaios@ declines.

“Had you invested: $10,000 n the typical large-

vestiti'gold-mining stocks, not the bullion -
itself.(Those “interested- in ‘gold buillion
miight consider SPDR Gold Shares, an ex-
- change traded mutual fund whose shares

-are-worth about a tenth of an“ounce of
J -igold.} Investing, say, 4 minimum of 5% of
your portfolio ini“gold funds would Tend
< you some protection against inflation. You
= should be prepared to‘add miariey to yoiir
- fund when it falls and to sell it once 't ex-

“ceeds 10% of your portfolio. .11
- Another inflation hedge is Treasury In-
-flation” Protected Securities; -or TIPS,
-Though the yields are-tiny, the Treasury
~periodically adds to the priricipal valize to
rteflect chahges in consumer prices;:
“What if youfear a-fill-fledged, teeth-
4. grinding economic depréssion? You'll

Investing in gold funds, rather than the actual bul- .. want to invest heavily in Treasury notes.
lion, would provide some protection against inflation.

They carry virtually no credit risk — de-

" fault is unthinkable = and they pay in-

terest every six months. If constiriier prices tumble,

as they did jn the Great Depréssiori, each interest

payment will buy moré goods and services, and
your bonds will soar in value; : : .

But here’s the biggest tip:"No mitter, how wor-

ried you are, nevet invest all or most of your money

+ . inone asset class. With the futtre sounceitain, this

is the time to diversify as broadly as-possible. And
that means you shouldn't sell all your stocks, .
i “Sometimes; things ‘don’t work out as Badly as .

wm:m%mnﬂ and that’s when stocks soar,” Bérnstein
says. .

Signup for USA TODAY's free Managing -
Your Money newsletter for expert personal
finance tips. Go to email.usatoday.com.




