Individual Investors' Process

Individuals investing toward personal goals such as retirement or their kids' education may be pulled
off course into a cycle of making investment decisions based on emotion.

Recovery
When sanity returns, investors often forget
the lessons they learned in a market
downturn and repeat the cycle again by
making irrational investments focusing on
top-performing asset classes.

LD

Panic
As the market bottoms out, emotional
investors often look to jump out of the
market altogether, opting for cash and
often missing out on early opportunities
once the market begins to improve.

Euphoria
As the market is growing, many investors
want to participate and focus almost
exclusively on top-performing asset classes
with little concern for how these decisions
affect their long-term financial goals.

Concern
As the market slows many of these
same investors abandon aggressive
investments for more defensive
positions, and start thinking about
selling their holdings.
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Investment Managers' Process

Institutions generally look at assets objectively and follow a disciplined, four-step investment process
that helps them stay focused through all market conditions.

Monitor Performance and
Rebalance Holdings

Institutions monitor their progress and
periodically rebalance their portfolio (typically

Define Goals

Institutions start with clear goals, they
calculate the target rate of return and use

annually) to help keep it in line with their that figure - not the broad stock market - as a
stated investment goals. benchmark to gauge their progress.
Select Investment Managers Set Asset Allocation Plan
and Mutual Funds Institutions examine their goals carefully and

consider their tolerance for risk. Then they
write an asset allocation plan, known as an
Investment Policy Statement (IPS), designed
to increase the probability of achieving their
goals with the least amount of risk.

Institutions choose managers and funds not only for
their individual expertise, but also for how they
complement each other in a diversified portfolio.
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