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TOO MUCH CASH WILL KILL YOU... 

Having too much cash in your portfolio will kill you… that is, it will kill your money’s growth potential.  
Cash or cash equivalents refers to securities which are highly liquid, short-dated instruments with stable 
returns and provide low returns on your investment.  

Your primary challenge as investor is to earn the returns that you want for your money but at the same 
time manage the risk involved. With this objective in mind, diversification will come into play.  By 
diversifying or not putting all your eggs in one basket, you minimize your risk. Thus, your assets are 
should be divided among different asset classes:  cash and cash equivalents, bonds and equities.  
Allocation on the different asset classes will be dependent on your attitude or appetite towards risk.  
Below is an example of diversification based on asset class: 

 

cash

20%

bonds

70%

equities

10%

 
 
Aside from taking into consideration the different asset classes, you must also take into consideration 
your investment horizon. Investment horizon in simple terms is the time you give your money room to 
grow. Your investment horizon will also help you identify which portion is needed for your immediate 
financial needs and which portion can be placed in intermediate or long term in exchange of better 
returns.  Example below: 

 

 
 

                LIFE SPAN – FINANCIAL GOALS 

Short term -------------------  Medium Term   -------------------------- Long Term 
 Up to 2 year    3 to 7 years    7 years and above 

Cash or cash equivalents e.g. SDA, TDs                 Investment Funds, Bonds, Equities, Insurance and other financial products that 
are intermediate or long-term in nature 

 

Among the financial products indicated above, those placed in cash will give you the lowest returns in 
your portfolio.  
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Having a clear-cut understanding of your financial needs and goals will guide you in identifying what 
portfolio allocation will work best for you and will give ample opportunity to grow your wealth. Having said 
this, if you are the type of investor who takes comfort in having too much cash in your portfolio as it is  

deemed safe and liquid, you might be losing already on your money’s growth potential and without you 
knowing it, inflation have been eating a chunk out of your money’s worth.  A concrete example would be, 
placing portion of your money that you do not need for the next 3 years in a special deposit account 
(SDA). Though SDA gives modest returns, it will not maximize the returns you will get from you money 
because its short-term nature does not match with the investment horizon.  If you have placed it in an 
investment fund, particularly a bond fund, you could have earned more.  

 

 Special Deposit Account BPI Premium 
Fund 

ALFM Peso Bond Fund 

1 year 4.4375% gross or 3.05685% 
net of taxes and fees 

6.39% net 7.76% net 

2  years 4.1875% gross or 2.85% net 
of taxes and fees 

9.91% net 12.38% net 

3 years 4.1875% gross or 2.85% net 
of taxes and fees 

14.62% net 18.47% net 

 
Investing is not just about finance, it is also understanding and knowing yourself. Define your objective, 
be clear with your investment horizon, come up with a financial plan and once everything is in place, have 
the patience and discipline as you watch your money work for you.  
 

 

 

 
Risk Disclosure:  
The inherent market, credit and liquidity risk of underlying investments/securities for Trust, Investment Management and Securities 
Custodianship Accounts are for the sole account of the investor/client.  Trust/IMA/Custody products are not bank deposit accounts 
and as such, do not guarantee principal and/or investment return. 
 
Customer Suitability Assessment: 
Each investor/client will have different risk appetite; the conduct of Customer Suitability Assessment is a MUST. 
 

 


