
N A A M  Q U A R T E R L Y  N E W S L E T T E R  

After a positive start to the second 
quarter, markets went on a six 
week slide from the beginning of 
May until mid-June.  This marked 
the longest sell off in stocks since 
October 2002 and had many 
investors concerned about a major 
market correction.  The sell off was 
sparked by the reemergence of the 
European debt problems and in 
particular Greece. 
  
Stock and bond markets have 
been volatile for quite some time 
now and I would like to take the 
opportunity to reiterate our 
recommendation of a diversified 
portfolio.  Dr. Marc Faber in his 
“Gloom, Doom and Boom” 
newsletter has stressed this fact 
over the past two months.  Below 
is a summary of his thoughts. 
 
Dr. Faber notes that the prospect 
of holding a diversified portfolio for 
the appropriate risk level may 
seem boring.  Most investors feel 
that it is unnecessary to have a 
diversified portfolio if you can 
predict how events will unfold. 
 
However, if your investment 
approach is based entirely on 
making those predictions and 
betting on those outcomes, your 

returns will only be as good as your 
forecasts.  History suggests that 
most people’s predictive powers 
are poor, which sets you up for 
failure. 
 
Another thing to consider is that we 
all underestimate the impact of 
outlier events; lately they have 
been called black swan events.  
You can never predict a Japanese 
earthquake, the fall of communism 
and breakup of the Soviet Union or 
the September 11th terror attacks.   
 
All of this means that what 
probably drives your portfolio 
returns is not how often you are 
right but how large your cumulative 
errors are.  As Dr. Faber points out 
even if you predicted the market 
flawlessly from 2003 to 2008 all of 
it would be zero if you failed to 
predict the failure of Lehman 
Brothers. 
 
This begs the question: Should I 
listen to the experts who make 
predictions?  Yes, you should but 
do it through a trusted financial 
advisor.  People’s investment 
results would be better if they used 
a trusted financial advisor to sort 
through the experts’ predictions 
and advise you to do what is right 

for you.  A good analogy is a 
doctor and WebMd.com.  You can 
find a multitude of expert opinions 
on WebMd.com but when you want 
a real diagnosis you always go to 
see a doctor you trust. 
 
People go to great lengths to get 
the best care for themselves and 
spare no expense to get the best 
treatments or drugs etc.  Yet when 
it comes to their financial 
management they use the financial 
market’s version of WebMd.com 
for their investment 
strategy…CNBC! 
 
In the long run a disciplined, 
diversified financial strategy 
executed with the help of a 
financial advisor you trust and are 
willing to be open with will provide 
the best investment results over 
time. 
 

For help in understanding your risk 
profile, call BF&M Investment 
Services at 296-8288 for assistance. 
Or try our online quiz and calculators 
at www.bfm.bm. 

BF&M Investment Services is 
licensed to conduct investment 
business by the BMA under the 
investment business act of 2003. 
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New Benchmarks 
 

On January 1
st
, 2011 BF&M changed their underlying benchmarks for the mutual funds in 

your platform.  In order to be more consistent in calculating returns going forward we will 
use industry wide benchmarks for each asset class 
 
These benchmarks will remain the same regardless of any future change in the underlying 
mutual fund. 
 
Previous indices will be used for past performance and future periods will use the new 
indices. 
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