Things to Consider When Making an Investment Decision: Part 1
Often individuals will call with inquiries about various financial products I can recommend and offer to
them. Not knowing much about their financial situation, investment horizon or investment personality, I
decline such requests without having met the client first. My reasoning for that is without knowing the
abovementioned, it is impossible to know which financial product would be most suitable for the client
not fully understanding the whole of their situation. Needless to say, I continue to receive calls from
prospects that have heard of me via TV or the newspaper about setting up a SEP IRA account or make
last-minute IRA contributions before the tax return deadline. Majority of prospect who contact right
before tax deadlines, do not care about the actual investment product, but have a goal of making high
time contributions for tax deductions. This form of investment decision may not be the best for the
client.
Correspondingly, I will go over proper ways to choose suitable financial products and mention processes
to think through when considering hiring a financial adviser.
To outline, you need to begin with contemplating the following:
1. Investment Purpose
2. Investment Horizon
3. Investment Personality / Risk Tolerance
To begin with investment purpose, you need to ask yourself the following question, “Is this for my own
benefit or for the benefit of my children and/or grandchildren? Simply put, whether to pass down assets
to the next generation or spend it within your lifetime. Dependent upon your answer, the offered
financial product and investment strategy may look different.
You also need to determine what your potential plans are with the investment earnings. It could be one
of three options:
1. Reinvest for greater gain in the future.
2. Withdraw a set amount at a specific time.
3. Withdraw consistent amounts starting at a designated time.
Certain investment products are subject to be better suited depending on what your potential plans
may be with the investment earnings. Based on the contract and nature of the investment vehicle, one
investment option may be more fitting versus another. It is important to consider financial goals,
purpose of the investment, and to discuss suitable options with a financial professional before moving
forward to make an investment decision.
Next is the investment horizon, “Will this investment be short-term, mid-term, or a long-term
investment?” If you are seeking a short-term investment, then the funds should liquid or liquidable
within a short period of time without high penalties or risk of the market condition. Investors should

always check for penalties, surrender charges, and/or risks associated within the term of the investment
and consider the benefits of each investment vehicle.
For long-term investments, they may come with guaranteed returns, but a downside may be the fact
that there may be surrender charges and/or penalties, which makes it even more important to diversify
based on investment horizons as well. Several investments should be short-term for liquidity purposes,
and some long-term in for higher return potential. If an investor has properly diversified the portfolio
with the investment horizon in mind, only a portion of the investment needs to be liquidated at a time
of need. With that, you can avoid unnecessary penalties and take full advantage of the wave of the
market before liquidating in the down market.
Lastly, the investment personality / risk tolerance should also be taken into consideration when making
an investment decision. If an investor should lose sleep over an investment option due to risk tolerance
regardless of the investment return being higher with potential to gain more earnings compared to
other options, it is not a suitable option. If an investor is conservative and if the main goal of their
investment is to preserve assets, one should avoid investing into speculative investment options with
high risk. Likewise, although a select investment may provide the most guaranteed return, the idea of
“best return” is subjective as he/she may want to take higher risk for a greater return compared to a
conservative option. In other words, it is of significant important to consider investment personality and
risk tolerance in choosing suitable investment vehicles.
As listed, there are many facets to think through before making an investment decision. Because it
appears difficult to go through various investment options, many choose to sit on cash and neglect
investment opportunities. This is a direct example of opportunity loss. If an investor should feel
overburdened by the idea of making an investment decision, he/she should highly consider hiring a
qualified investment adviser to aid the process of narrowing down and selecting suitable investment
vehicles. Not only narrowing down options but simplify complex financial products to make easy to
understand.
In the following column, I will continue to introduce various factors to ponder about before making an
investment decision and deciding on a financial adviser.

