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Financial
Planning?
Focus Within.

Qur responses 1o investment options often tend to swing
bemween extremes. We buy equity because we think we can
make big money; or we do not because we think it is spe-
culative, We buy insurance becauss wWe can save TEx; or we
do not because we dislike discussing risks. We love bank
deposits because we think they are safe; or we do nol consi-
der them because we think returns may be low.
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Every irvestment option can be
viewad from completely contra-
sling perspectives becawse  of
perzonal preferences, But owr in-
veasiments need purposs, mone
tham just prefersnce. Providing
for our retirement, funding the
educational needs of childian or
hawing our own home are real-
life goals that need funding. A
well laid oul strategy ensures
that our needs are well funded
by our ssangs and imestment
choices.

Financial planning iz the formal
approach to ensune adeguate fu-
nedieng of aur esds. We maks our
choicaz on the basiz of the baest
options to reach those goals. Fine
ancial planning imnvolves the foll-
owing steps:
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We may be spending more than
we can possibly save. When we
ook formally at what we sarmn,
howe we spend, and what we
s, wie will be able o S
whether we are doing ow best
im this ares.

Z-u.

Wi may have digams for our
children, but could be obliviows
fo our retirement needs. Putting
clovan Quir Needks 10 money tenms
hekE ws understand what sav-
ingz and investment targets sh-
oukd b, Goals anchorn our Tinan-

cial planz.
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H wea nased our funds to grow in-

o a substantial sum before we
retine, we need fo consider eoui-
by. Bul if we dislike the risks of
aquity, we have no choice but to
savie 20 much more, to reach the
same goal, Asset alkocation is o
investment plan to achieve our
porals,
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Qur incomes alter; our needs

change; our preferences get re-
sha pd -
need (o facior these dynamics,

and cur fimancial plans

SMS CONTEST

Cuestion

Deciding how wo combing wari
ous investment choices is knoan
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A, Tinancial planning
B. goal selting
C. aszel allocation
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Wi wererdishal coag Do detali and wianiere

W nieed to see periodically hos
wa are doing and what needs
to change in ouwr investment str-

ategy.

To plan our finances is to be in
charge of how our money will
veorrk for us. IFwe are able to for-
malize whal we eed our mon
ey o do for ws, we can choose
botier. To understand that ime-
estment chaices are doven infe-
mally by wz, and not externally
bry the state of the stock markets,
iz an important first step,
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DID YOU KNOW?

Heow should one messure a fina-
ncial goal?

A Bnancial goal should be moeasu
rid for both the Eme and momey
riuired. Far ewcample, il we plan
an owersean I'Ililli-lﬂﬂ':." o yaars r-
om noy, and diecide we will nead
Ra, & lac to maka it happan, wa ha-
Wi dahned a ghorl-lenm fnancual
gl

Why does nsset allcoaiion depend
onthe goal, mndnot the market?

Congider, lor example, a nesd li-
ki funding your childs education.
Wou edimate a nead of gay Re 20
Lac, sight yvoars from nowse Thismay
maan sEving noeguiarly from now
an. If you choose a kow-risk and
therefore low-returm  invesim ent
avenue, you Wil obviousty need fo
=g more, On the other hand, co-
nsdlering the time-horizon, il we
chooGe fuily woi may schiovo tha
same gosl by saving less e mie-
nth, Cur choices depend on the k-
ma w have, the money wa nead
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