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When it comes to investing, we look beyond short-term fads 

in financial markets and help our clients build investment 

portfolios based on more than intuition, forecasts or rumour. 

Our input is based on market data, diversification and  

calculated investment trade-offs. We always underpin this  

by delving into decades of academic research and data 

and using it to guide our way. In fact, we data test every 

little thing we can because often the picture it shows us 

is a critical decision tool for our clients. 

We do this because we believe our clients deserve the 

best odds of success. 
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Discipline and patience: We believe wealth is created over long periods of time and that people quite often make  

mistakes when they try and do it too quickly. We believe it takes discipline and patience to build sustainable wealth.  

Historically, the equity and bond markets have proven to reward long-term investors, offsetting the rise in inflation.

Asset allocation drives returns: The decisions you make about the mixture of your assets has by far the greatest 

impact on your financial success. Typically, conventional investors focus on stock selection and market timing 

while ignoring the primary determinant of future return – optimal allocation between different asset classes.

Understand the drivers of expected return: Academic research has identified these equity and fixed income 

dimensions, which point to a number of differences in expected returns. These dimensions are pervasive,  

persistent, and robust and can be pursued in cost-effective portfolios.

Company size
Small cap premium-small v big companies

Relative Price
Value premium-value v growth companies

Profitability
Profitability premium-high v low profit companies

Term
Term premium-longer v shorter maturity bonds

Credit
Credit premium-lower v higher credit quality bonds

Market
Equity premium-stocks v bonds

Dimensions of expected returns
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Diversify, diversify, diversify: Spreading your money across a wide range of investments is one of the best ways to 

reduce your exposure to specific market or security risk. Investment markets often move in different cycles, reflecting 

the underlying strength of the economy, industry trends and investor sentiment. Diversifying your portfolio helps 

smooth out market ups and downs as returns from better performing assets help offset those that aren’t. 

 

Invest, don’t speculate: Over time, only a small fraction of money managers outperform the market after fees, and 

it is difficult to identify them in advance.

Market timing: Attempting to time the market can prove costly and futile. Predictions go awry and ‘investors’ miss 

the strong returns that markets provide. Unfortunately, more money is lost in trying to avoid a crisis than the  

crisis itself.

6 of the 10 best days  
occurred within two weeks  
of the 10 worst days

Returns of the S&P 500



Costs matter: Investment fees can make an enormous difference to an investor’s return over time. Research suggest 

that the lower your costs, the greater your share of an investment’s return.

Rebalance: Regular portfolio rebalancing is an important risk management strategy. It allows you to adjust your 

current allocation back to your target allocation. This ensures you only take on an appropriate level of risk exposure.

Your behavior influences your return: When people follow their natural instincts, they tend to apply faulty reasoning 

to investing. People may struggle to separate their emotions from their investment decisions. This typically shows 

itself in two ways: by the buying of stocks at the highest valuations as optimism and excitement builds near the top 

of the cycle, and by panicked selling near the lows.



Risk & return are related: Risk is a complex concept – it is always present, even if it has not been realised, and it 

cannot be directly observed until it occurs. Historically, each of the three major investment asset classes – stocks, 

bonds, and cash – has produced quite consistent long-term returns, along with quite consistent degrees of risk. 

Understanding these historical patterns can help you handle risk in your own portfolio.

S&P/ASX300
Accumulation Index

Bloomberg Aus Bond
Composite Bond Index

Bloomberg Aus Bond
Bank Bill Index

Australian Consumer 
Price Index

$8.74

$8.35

$8.35$4.54
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Capital Markets have rewarded long term investors



Disclaimer

Please note that the information provided within this document 

is of a general nature and does not take into account your  

current financial situation, needs or objectives. Before acting 

on any of the information within this document, you should 

consider its appropriateness, having regard to your own  

objectives, financial situation and needs. We recommend  

investors obtain financial advice specific to their situation and  

consider the Product Disclosure Statement prior to making any 

financial investment or insurance decision.

The Trustee for DRJB Family Trust ABN 37 914 488 689 trading 

as Baharian Wealth Management is an Authorised Representative 
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