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What We Are Thinking 

Dear Reader, 

Our trip to India (see photo page 3) now seems a 
distant memory, although I will say, coming back to 
Australia, you realize how lucky we all are. Our 
problems in Australia seem trivial compared to 
those in India.  
 
We have such a high standard of living and great 
infrastructure, whereas it’s survival mode for most in 
India. Despite this situation, in the villages, towns and 
cities we saw, there was a general feeling of 
acceptance of their situation and happiness in the 
school aged children.  
 
When we look at the stellar performance of the world 
stock markets in 2013 (see table page 4) we have to 
be cautious about what is going to happen in 2014. A 
few figures from the 2013 Stock Market Performance 
Table include: Ireland 71%, Germany 53%, Japan 
47%, and the UK 42%, way ahead of Australia with 
19%. 
 
When the long-term average return for shares is 
approximately 10% per annum you know that a 
correction is coming up. Generally corrections occur 
about once every 4 years. Since the big crash in 2008 
we’ve had one in 2011, but we can’t say when the next 
one is coming. No one can. But we can consider the 
next correction to be an opportunity for the long-term 
investor to buy at bargain prices.  
 
The great financial sage Nick Murray says “What ought 
the rational investor do about a correction? I think we 
all have two reasonable choices. One is simply to 
ignore it; the other is actively to enjoy it”. 
 
 

“It won’t be the economy that will do in investors; it will 
be investors themselves.” 

                                 Warren Buffett 
 
 

Fixed Interest       

Years  1 2 3 10 YTD  
One- year 3.0 3.6 4.3 5.4 0.2 

Two-year 3.5 4.1 4.6 5.5 0.4 

Five-year 3.8 5.5 7.1 7.0 1.2 

Long Term -0.8 3.0 8.7 7.0 2.7 

      

Australian 
Shares 

     

Large  12.3 16.6 8.7 9.8 -3.0 

Value  8.2 11.8 3.4 9.5 -2.7 

Small  -2.5 3.1 -1.8 8.7 -2.9 

      

Global Shares      

Large  40.3 28.9 15.0 5.2 -1.3 

Value  42.1 31.8 14.2 6.3 -0.9 

Small  50.4 33.6 17.4 7.9 0.2 

Emerging 
Markets 

7.0 8.0 -0.9 8.9 -4.3 

Real  Estate 16.5 20.0 13.2 4.2 3.4 

      

Description of Indexes 
One-year FI DFA Short-Term FI 

Two-year FI DFA Two Yr Div. FI 

Five-year FI DFA Five Yr Div. FI 

Long-Term FI UBS Aus Treas. 10+ 

Australian Large DFA Aus Large Co 

Australian Value DFA Aus Value 

Australian Small DFA Aus Small Co 

Global Large DFA Global Large Co 

Global Value DFA Global Value 

Global Small DFA Global Small Co 

Emerging 
Markets 

DFA Emerging Markets  
 

Global Real 
Estate 

DFA Global Real Estate 
 

 Data presented may be based on a 
combination of simulated and actual 
returns.  
 

 Past performance is not 

indicative of future performance. 
 



 

Tips For Dealing With The Market Decline 
By Dan Solin  January 28, 2014  

 Dan Solin  Author of the Smartest series of books 

The recent sharp decline in the stock market has investors concerned. Apparently, many "investment pros" 
thought the market would continue its upward trajectory through 2014. The National Association of Active 
Investment Managers conducts a weekly survey with advisers and found that they have an astounding 98.3 
percent of their clients' portfolios allocated to stocks. This was a sharp increase over the average of 72 percent 
allocated to stocks in 2013. 

Initially, I don't understand how any competent adviser could recommend an across-the-board allocation of 98.3 
percent to stocks. Asset allocation should be based on the capacity of an investor to assume risk. Younger 
investors can afford to take more risk than those nearing retirement. Other factors to consider include your 
tolerance for risk and your needs at retirement. 

Regardless of your exposure to stocks, a huge market correction can be extremely difficult on investors, but 
these tips can help you get through it: 

Ignore the Financial Media 

The financial media ravenously feed off a big drop in the market. You can expect lots of after-the-fact 
rationalizations by self-appointed "market pros" attempting to provide "insight and analysis" to the events of the 
day. As an example, David Lafferty, the chief market strategist for Natixis Global Asset Management, stated: 
"This is a convenient and healthy short-term pullback. The market really needs some time to digest last year's 
gains."  

The reality is no one knows why the market fell, and no one knows whether it will continue to decline or promptly 
recover. Relying on the views of "experts" who attempt to make sense of random and unpredictable events is not 
an intelligent way to base your investment decisions. 

Focus on the Long Term 

I recently met with a 45-year-old lawyer. He told me he was very concerned about the market. I asked him why 
he invested. He said it was for his retirement. Here's the question I posed to him: Shouldn't your focus be on the 
value of your portfolio in 20 years? 

Long-term data is not predictive, but it does put the daily gyrations of the market into perspective. According to 
Vanguard, the average annual return of a portfolio consisting of 60 percent stocks and 40 percent bonds for the 
period from 1926-2012 was 8.7 percent. The highest loss during that period was 26.6 percent in 1931. There 
were losses in 21 of the 87 years.  

If you are preoccupied with short-term market volatility, you should not have any exposure to stocks. Investing is 
for the long term. 

Ignore Short-Term Advice 

The securities industry prospers when it persuades you to "do something." Trading generates transaction costs, 
which reduce returns. You should ignore this temptation. 

"Doing something" is market timing. Bouncing in and out of the markets in anticipation of market movements is a 
failed investment strategy. The dismal performance of tactical asset allocation funds demonstrates this point. 
These funds attempt to beat their benchmarks by shifting their allocations based on the fund manager's 
assessment of what will likely happen in the future. Studies of the performance of these funds indicate the 
majority of them underperform the Vanguard Balanced Index Fund (VBINX), which simply tracks the performance 
of broad stock and bond indexes. 

http://www.huffingtonpost.com/dan-solin
http://www.businessweek.com/articles/2014-01-23/investment-advisers-go-all-in-on-stocks?campaign_id=yhoo
http://dealbook.nytimes.com/2014/01/24/a-worldwide-market-slump-gains-traction/?_php=true&_type=blogs&_r=0
https://personal.vanguard.com/us/insights/saving-investing/model-portfolio-allocations
https://personal.vanguard.com/us/insights/saving-investing/model-portfolio-allocations
http://www.cbsnews.com/news/tactical-asset-allocation-another-ripoff/


Focus on Factors You Can Control 

There is plenty about investing you can't control, like the direction of the markets, interest rates and random 
events. You can control your asset allocation, fees, costs and taxes. If you don't have an investment plan, find an 
adviser who will prepare one for you and will give you the discipline to stick to it, in good times and bad. If you are 
invested in actively managed funds, switch to index or passively managed funds that have low management fees 
and are tax efficient. If you are not properly diversified (including exposure to international stocks and short-term, 
high-quality bonds), find an adviser who understands the benefit of broad diversification. If you are not discussing 
the tax efficiency of your investments with your broker or advisor, find someone who understands the importance 
of minimizing and deferring taxes. 

These tips are action items you can implement today. Everything else is just noise in the channel, distracting you 
from achieving your investment goals. 

Dan Solin is the director of investor advocacy for the BAM ALLIANCE and a wealth adviser 
with Buckingham Asset Management. He is a New York Times best-selling author of the 
Smartest series of books. His next book, The Smartest Sales Book You'll Ever Read, will be 
published March 3, 2014. 

I hope you enjoyed this issue and would like to receive your feedback on articles you would be interested in or 

ways we can improve our newsletter. We have a lot more information on our website at 

www.integratedwealthsolutions.com.au  where you can register to receive this free monthly newsletter. 

Dr Baden Rumble 
Editor 
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That Bit Extra… 

 

Ian receiving a blessing from a Temple Elephant. 

http://www.thebamalliance.com/
http://www.buckinghamassetmanagement.com/
http://www.integratedwealthsolutions.com.au/


 

 

Generally speaking 2013 was a great year for developed nations, better than 2012. On the 
other hand emerging nations, generally speaking, had a tougher year than in 2012. 

As you can see, the top performer in 2013 was Ireland. Spain, Greece, Italy and Portugal all 
had great years. Just a few years ago everyone was predicting the “death” of these countries 
and the splitting or ending of the EU. 

The USA, UK, Canada and Japan had a much better year in 2013 than 2012. Australia and 
China both had similar performances in 2013 to 2012. Indonesia has struggled over the last 
two years and India’s performance was much better in 2012. 

And finally, the BRICs (Brazil, Russia, India and China) hardly set the world on fire again. 

What does it all mean?  

As Samuelson said “because we cannot predict the future, we diversify.” That’s what we 
do.  

And a final word from my Indian experience: 

Tragedies come from the world. 
Don’t worry about them. 
He gives; He takes away. 
Don’t lose your faith in Him. 

 
Swami Chinmayananda 


