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Not achieving your desired investment results? Remember these golden rules 

In the 1
st
 part of this series, we talked about the 3 behavioural biases that will inevitably plague an investor. As 

promised, in the final part of this article, we share with you some core investing strategies. Put aside those 

emotions when investing, we know it’s hard but try to remember these golden rules of investing. 

 

 

For the man on the street who may find it tough or too fearful to invest (remember, overconfidence is a bias too!), 

consider investing in a Unit Trust Fund managed by professional fund managers. They are backed up by a team 

of research professionals and every investment decision is debated before it is acted on.  

Taking into the context of an investment into a Unit Trust Fund, we try to share with you some examples.  

Rule No. 1 - Match your investments with your financial objectives and time horizon 

 

 

 

 

 

 

 

Rule No. 2 - Diversification.  

Remember to spread your investments across different asset classes. This should produce better, more 

consistent returns while reducing overall risk. 

In an Equity Fund, pooling all investors’ funds together, you can expect the fund manager to hold a minimum of 

20-30 stocks across a wide range of sectors (banking, plantation, trading and services etc) This way, in the event 

that one of the stock underperforms, it is not likely to have a major impact on the portfolio as a whole, as risk is 

spread across 20-30 underlying stocks.  

Rule No. 3 - Invest regularly, dollar cost average 

Instead of trying to time the market, invest regularly into a Fund; say every month or quarter. This simple 

approach works for investors who may have smaller amounts to invest.  

As simple as it sounds, dollar cost averaging is actually a very powerful strategy which will strip out any emotional 

factors involved. Let’s face it, no one has a crystal ball to predict the future, not even for us fund managers, 

especially when dealing with black swan events. Consider this:  

 

 

 

 

 

Month 
Amount 
invested 

Unit 
Price 

Unit 
Purchased 

Total Investment 
Value 

1 RM1,000  RM1.00 1000 RM1,000.00 

2 RM1,000  RM1.30 769 RM2,300.00 

3 RM1,000  RM0.60 1667 RM2,061.54 

4 RM1,000  RM1.00 1000 RM4,435.90 

Total RM4,000  
 

4436 RM4,435.90 

 

When market rise, you buy less units but when there is a 

sudden sell-off, you end up buying more units!  

This disciplined method will allow you to invest in any 

market conditions, thereby serving to smoothen out the 

volatility in the stock-market.  

The average cost of your investment is RM4,000/4436 

= RM0.90 

 

 A classic case of mismatch is to have too large a proportion of your savings in Fixed Deposits.  

You may want the safety that it provides but if that money is for your children’s education which is 

still 10 years away, you may want to take another look at your financial allocation. The lower 

returns from Fixed Deposits will erode your purchasing power. The interest earned will not be 

enough to cover the rising education inflation. The result is that your money will be worth a lot 

less than what it used to be.  

For those investing for retirement, split the portion into bonds and equities. As you approach 

retirement, gradually shift to a more conservative stance with your portfolio consisting of more 

bonds. But generally the rule of thumb is that the longer until you need the money, the more time 

your portfolio has to weather through market cycles and recover from any market dips.  

 

 

The longer your time 

horizon, the more risk you 

can afford to take.  

Equity investments have 

historically outperformed 

way above the inflation rate 

and are especially suitable 

for long term investors 

looking for capital growth.  

The Edge Lipper – 5 year 

returns of the top 10 

Malaysian Equity Funds are 

12.4% per annum.  

 

The Golden Rules of Investing  
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Rule no. 4 - Make use of the effects of compounding interest  

 

 

 

 

 

 

 

 

 

You would probably have heard of the old adage that there is no such thing as a one size fits all approach. Every 

investor is different in his risk tolerance, time horizon and investment objective. Remember that all your 

investments should suit your risk profile, but don’t harbour this misconception that you can’t afford equity risk at 

all!  

Always remember to take a long term view of your investments. Rome was not built in one day, so give your 

money the time it needs to grow. As the legendary investor, Warren Buffett once said, “Someone is sitting in the 

shade today because someone planted a tree a long time ago.” 

 

 

 

 

This simple effect means 

that your wealth will rapidly 

snowball as the amount of 

interest now is being 

earned on an ever larger 

sum!  

It is a core concept in 

financial management.  

 

Do not underestimate the powerful effects of compounding interest. The process occurs when your 

investments increase in value by ever-greater amounts each year due to the interest earned, which 

subsequently accrues more interest.  

Assuming a 25 year old who has invested RM10,000 into an Equity Fund and if the rate of return is 

10% per annum, without having to contribute any additional funds, in 35 years’ time or when he 

reaches the age of 60, the same investment would have grown to RM281,024. 

Needless to say, compound interest works better the earlier you start, as it harnesses the 

snowballing effect of your wealth. It can greatly impact the amount of savings over long term. 

 

Conclusion  


