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PORTFOLIO CHANGES ESSENTIAL IN NEW CYCLE 
 (as printed in the Highlands Ranch Herald on June 16th 2016) 

Finance by Patricia Kummer CFP® 

 Nobody wants to be left behind.  Everyone wants their investments to grow.  However 
current market conditions are tricky and consistent results from traditional allocations are 
long gone.  Investors will need to be nimble to stay ahead or their accounts may fall behind. 

Investment strategies designed during monetary easing are due for an overhaul.  
Things are different now.  The Federal Reserve Board is moving toward higher interest rates 
designed to tighten the money supply.  Asset classes that performed well during Quantitative 
Easing will not likely hold up as well when the Feds raises rates, pushing down potential 
growth.  Hence the beginning of the new monetary cycle warrants a portfolio update. 

Many investors are frustrated that returns have been stagnant after a down year in 
2015.  We got spoiled when the Feds were fueling the economy with free money that was 
pushing markets higher without sustainable economic growth.  We are paying for that now and 
the outlook is rather cloudy.  Therefore, portfolio changes may be in order to keep ahead of 
future inflation and earn something north of a bank account without too much risk.  That is a 
great recipe, but needs ingredients hard to come by. 

Since historical returns are not a predictor of future results, it is hard to evaluate what 
investments will do well going forward.  The world has changed and what worked in the past 
may have a very different outcome now.  Those willing to take a long view and add a bit more 
risk can find some exciting opportunities.  But it is likely not for the faint of heart. 

Funds for short term goals may need to hang out in cash and money markets for a 
while, as markets adjusting to rising rates could be volatile.  Other concerns are that slow 
growth, shrinking world economies and Presidential elections add uncertainty making market 
outlooks unpredictable. 

Review your portfolio and determine if the amount of risk that may be creeping higher is 
still appropriate for you.  Low interest rates and low stock market returns have forced some 
investors to seek higher returns which often incur substantial risk. 

Determine what your time frame is for each goal.  Select short-term, low volatility 
investments for any funds needed in less than three years.  Then you can gradually add 
balanced, value and dividend growth investments for the three to seven year goals.  This 
allows your longest term goals to carry the highest potential returns.  Risk is often mitigated 
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over longer periods of time of ten years or more.  This is also the time period you need to be 
more concerned about loss of purchasing power due to inflation, rather than short-term 
performance. 

Meet with your advisor to discuss a more active or dynamic approach to taking 
advantage of adjustments that occur in prices when markets are miscalculated.  Long term 
core strategies should remain for the bulk of your assets, but additional exposure to certain 
asset classes that benefit from moving markets may help give your accounts a fresh start. 
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