The roller coaster
of the share market

The extreme volatility we’ve seen in the share
market and superannuation portfolios over the
last few months can be a real source of concern.
To put what has happened into perspective we thought we
would try to explain the theory of a black swan event.
A black swan is an unpredictable event with potentially
severe consequences that is beyond what is normally
expected of a situation.

YOUR FINANCIAL IMPACT
When you look at the volatility your investment portfolio
and superannuation may be experiencing right now, in
these extreme times it can be very tempting to sell out or
move your money into a more conservative strategy.
The most appropriate way forward is to resist the urge and
ride out the crisis.

Black swan events are characterised by their extreme
rarity, their severe impact and the widespread insistence
they were obvious in hindsight¹.

Here are four reasons why selling up could
work against you.

What has happened with COVID-19 would be considered a
black swan event.

1. History tells us markets recover over time

It was:
- unexpected
- hard to predict
- not within normal expectations (not to lessen the
importance on the personal human suffering), and
- an economic and financial impact that has certainly come
into view.

One of the great lessons from the past is that over time
markets recover.
This is not the first time we have seen major falls in the
share market.
The past is peppered with share market downturns –all
driven by different factors.
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-In 1987, Wall Street crashed over 20% in a single day. But
within two years, the share values of quality companies had
returned to pre-crash level 2.
-Between 2007 and 2009, the global financial crisis saw
Australian shares lose 55% of their value². Yet over the ten
years to the end of January 2020 (before COVID-19 became
a household name) Aussie shares had delivered total
returns averaging 9.08% annually³.

also offer valuable opportunities for you to grow your
shareholdings and help your portfolio recover.

3. Shares will continue to deliver tax friendly
dividends
Many listed companies in Australia pay fully or partly franked
dividends. Not only is this a tax friendly source of income,
dividend yields tend to be far higher than fully taxable returns on
cash.

In fact, according to the Reserve Bank of Australia⁴,
Australian share prices have increased by an average of
around 6% annually over the past 100 years - although
these gains haven’t occurred in a steady, linear pattern –
they have consistently increased over time.

4. The alternatives can see your wealth go
backwards

Share market movements are the result of a huge
mixing pot of factors.

Returns on cash are exceptionally low at present, and without
capital growth, inflation will eat away at the purchasing power of
your money.

Some are based on rational fundamentals, while others are
based on human emotion – like the panic selling (and the
stock piling of food and toilet paper) we have seen in recent
weeks.

The bottom line

The common thread is that investors who sold out in the
loss-making years would have missed out on the strong
returns that followed.

However, our old friends:

The key takeout from these – and other downturns of the
past – is that investors were able to avoid losses simply by
hanging onto quality shares.

2. Selling now will crystallise a loss
Bailing out now will cement losses on shares that are likely
to recover their value over time. Chances are you will just
end up paying more to get back into the share market at a
later stage.
Unless you seriously need to liquidate, selling your low
valued shares right now does not make good financial
sense.
Share markets are offering exceptional value right now.
Bargain hunters will go to work picking up quality shares at
rock bottom prices.
This will not only put a floor under the market, it can

Bailing out of shares and putting your money into cash brings its
own risks.

Investment portfolios need to be made as crisis-proof and blackswan-proof as possible, but we still don’t have crystal balls.
- diversification,
- ongoing monitoring, and
- rebalancing when and where necessary,
are less likely to let us down than making rash decisions in times
of crisis.
In fact, the most reliable prediction is probably that the future will
continue to remain a mystery, at least in part.

So, what should you do?
Detaching yourself from short term market sentiment and
sticking with your long term goals can be challenging. But it
remains one of the best strategies for successful investing.

If you are worried, NOW is certainly a good time
to catch up with us to review your investment
strategy.
And now for some lighter enjoyment please read our article
kindly supplied by our friend Chris Hudson who runs a business
called Understanding Teenagers.
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Even if you are not ‘locked up’ in isolation with kids at home, I’m
sure you will know someone who will benefit from this article. It’s
a great read - feel free to share.
As always, we are here to help you with any financial decisions
you need to make for now and your future.

Disclaimer: This article provides general information only and has been prepared without taking into account your objectives, financial situation or needs. We recommend that you consider
whether it is appropriate for your circumstances. Your full financial situation will need to be reviewed prior to acceptance of any offer or product. It does not constitute legal, tax or financial
advice and you should always seek professional advice in relation to your individual circumstances. ©2020

Parenting Teenagers During
The Coronavirus Quarantine

If the idea of being locked up with your own offspring for
more than 3 days is as terrifying to you as it is to me, then
this article is for you.
None of us have ever lived through anything like this, so
it goes without saying that for our teenagers this whole
coronavirus experience is otherworldly new.
So here are some practical things you can do to help your
teenager through this time.
Don’t be a super parent. During the coronavirus season, the
last thing you need to be doing is trying to win the parent
of the year award (as the ceremony will likely be cancelled
anyway). Your parenting goals should be as simple as “let’s
get through this the best way we can”.
Take care of yourself. The best that you can do for your
teenager at this time is to make sure you are taking care of
yourself.
In particular, it means being honest with yourself
about your own levels of anxiety, disappointment and
helplessness. It is important we give ourselves permission
to acknowledge uncomfortable feelings and process them
constructively. If we don’t acknowledge our feelings we will
end up taking it out on our teenagers.

See it from your teenager’s perspective. Although the
idea of not being allowed to go to school without being
suspended seems like some sort of adolescent dream,
deep down there will be some real disappointment and
frustration for lots of teenagers if they can’t go to school.
They will be missing lots of key events in the school
calendar, not to mention having physical proximity to the
most important people in life – their friends.
Encourage teenagers to get some fresh air every day. If your
teen can get at least a few minutes of direct sunlight on
their face and breathe some fresh air every day, this will go
some way to reducing cabin fever.
Give them some space. Define an area where they can just
be for defined periods of time without having to worry
about anyone bothering them.
Expect some frustration and try not to take it personally. It
is likely your teen will express how much they dislike the
house, the family, your parenting, the lack of anything to
watch on TV (I know) or even just life in general. When they
do, try not to take it personally (easier said than done) and
hear it instead as them saying “coronavirus sucks!”
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Let them talk about how they are feeling. Anxiety, anger,
disappointment and frustration are all feelings that are
entirely appropriate during this season of chaos. Resist the
urge to try and fix them, minimise what is happening, or
utter platitudes about everything being okay. What your
teenager will benefit from most is someone to sit with them
in the ‘not okayness’ of it all and validate that what they are
feeling is appropriate and makes sense.
Share honestly with your teenager. It is good to let your
teen know that this is all new for you also. Appropriately
share your own feelings of uncertainty and helplessness.
Knowing that these events are disconcerting to you will
help your teen be more okay with how they are processing
things.
Contributing author Chris Hudson
from Understanding Teenagers
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