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No need to feel volatile...
Mac Kotecha advises investors to take a breath and face the 
unpredictable – a simple fact of investing life

If you are an investor, you need to be able to cope with 
volatility. Fact. But how can you use it to your advantage?

1Don’t lose sight of why you invested 
in the first place
Most people want better returns than they may 

achieve from other forms of savings such as bank 
deposits. If that is you, the worst thing you could do may 
be to pull out of the market when it is low, in favour of a 
savings account, as you may then simply be crystallising 
your loss. 

If you had stuck with FTSE All-Share Index over 
the past 20 years, your portfolio would have soared 
by 361%. However, if you pulled out and missed the 
best 20 days performance, you may only have gained 
60.8%*. Stay strong!

2Don’t put all your eggs in 
one basket
The key to having long-term 

investment success is balanced investments. 
Ploughing all of your money into one asset 
class is risky. Spreading your investment 
between the various asset classes/sectors 
and even geographical areas can limit your 
exposure. Review the balance of your assets. 
You must perform reviews regularly. For 
example, if you previously had 50% of your 
investment in equity based growth funds, and the 
market has fallen, it will mean that this share as a 
percentage of your whole will also have been reduced 
and your investment may need realigning to maintain the 
same level of risk.

3Don’t let time slip away!
Many investors who are investing for the long term 
overreact to short-term market volatility that isn’t 

usually relevant to their long-term goals. For example, 
perhaps you are investing for your young children’s future 
university fees or your own retirement, which is quite 
some time away. 

4Invest regularly
Drip-feed money into your investments at regular 
intervals to force you to invest in all market 

conditions. This allows investors to smooth out risk 
through ‘pound cost averaging’ and can help avoid the 
poor decisions many people take when trying to second 
guess the market. Remember that when the market falls, 
your payment will buy more shares or units in a fund 
so you’ll have a bigger holding when markets (hopefully) 
recover.

5Check your exposure to risk
Generally, younger people may be happier to accept 
greater exposure to equities as they have more time 

to make up for losses but it does depend on your goals 
and personal preferences, which can change, so make 
sure you assess this regularly.

6 Don’t be a walkover
It is good to be patient, but if certain funds are 
consistently underperforming you may wish to 

consider assessing whether they are worth holding on to 
or not. Chopping and changing may incur fees however, 
so a fund of funds, where the manager does this for you, 
could be preferred.

Remember to always seek professional advice.

*Figures correct to 07/11/11. Source – standard life investments using 
Thomas Reuters Datastream.

Mac Kotecha (FCA) is a chartered accountant and certified 
financial planner who deals exclusively with dentists and 
has been established for over 30 years. His company offers 
accountancy, taxaction and payroll services in addition to 
invaluable advice on practice management, buying/setting 
up a practice and other dental issues. Contact him on 020 
8346 0391 or go to www.specialistdentalaccountants.co.uk 
to learn more.
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