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For those who got out of the market at the peak of the crisis, waiting for “certainty” has come at a cost.   

Keep in mind that these past five years of recovery in equity markets have also been marked by periods of 
major uncertainty including Europe’s sovereign debt crisis, U.S. debt ceiling issues, and China grappling 
with the transition from export-led to domestic-driven growth. 

There was a broad range of views about likely outcomes and how these possible scenarios might impact 
financial markets. The big question for the rest of us is what to do with all this commentary. 

The fact is, even the professionals struggle to consistently add value using analysis of macroeconomic 
events.  And history suggests that those looking for “certainty” around such events before investing could 
be setting themselves up for a long wait. 

There is always something to fret about – has the market topped out or will the rally continue for some 
time? 

What is the average investor supposed to make of all this conjecture - debate the market implications of 
news and to try to anticipate what might happen next?    But whom do you believe? We’ve seen there are 
always cogent-sounding arguments for multiple scenarios. 

An alternative approach is much simpler. It begins by accepting the market price as a fair reflection of the 
collective opinions of millions of market participants. So rather than betting against the market, you work 
with the market. 

That means building a diversified portfolio around the known dimensions of expected returns according to 
your own needs and risk appetite, not according to the opinions of media and market pundits about what 
will happen next month or next week. 

It also means staying disciplined within that chosen asset allocation and regularly rebalancing your 
portfolio.   The trigger for rebalancing is not media speculation but the need to retain your desired asset 
allocation. 

Say you have chosen an allocation of 60% of your portfolio in equities and 40% in fixed income. A year 
goes by and your equity allocation has rallied strongly so that the balance between the two has shifted to 
70%/30%. In this case, it makes absolute sense to take some money out of shares and move it to bonds or 
cash. 

It works the other way, too, so that if shares have fallen in relation to bonds, you can take some money out 
of fixed income cash and buy shares. Essentially, this means buying low and selling high. But you are 
doing so based on your own needs, rather than speculating on what happen in the market next. 

Of course, this doesn’t mean you can’t take an interest in global events. But it does spare you from basing 
your long-term investment strategy on the illusion that somewhere, at some time, “certainty” will return. 

Danielson Group Wealth Management 
Assante Capital Management Ltd.  

 

This material is provided for general information and is subject to change without notice. Every effort has been made to compile this material from reliable 
sources however no warranty can be made as to its accuracy or completeness. Before acting on any of the above, please make sure to see me for 
individual financial advice based on your personal circumstances. Assante Capital Management Ltd. is a member of the Canadian Investor Protection 
Fund and is registered with the Investment Industry Regulatory Organization of Canada. 

1. “Five Signs the Stock Market Has Bottomed Out and Five Signs It Hasn’t,” Associated Press, March 15, 2009. 


