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“If you don’t like something, change it. If you can’t change it, change your attitude.” 

Maya Angelou, celebrated poet and civil rights activist 
 

In Finance, volatility is a measure for variation of price of a financial instrument over time. This in turn affects 
how investors think and decide whether or not they should invest in a certain security or fund. Volatility can’t 
be controlled. So what’s the next best action an investor could take? Simply, change his or her attitude towards 
it. 
 
Generally, volatility is caused by factors that produce swings in demand and supply. Factors such as investor 
sentiment, interest rate policies, global events, and other external factors affect the demand and/or supply of 
different investment outlets. These factors move the prices of investment outlets up or down depending on its 
severity. A good example is the recent partial shutdown of the American Government. This event created some 
negative sentiment, which greatly affected the prices of stocks in Emerging Markets. Due to the uncertainties 
caused by the said political impasse, investors sold the EM securities and shifted to safer investment outlets, 
such as US Treasuries. 
 
During a volatile market, the usual reaction is to panic and to cut down on one’s exposure to riskier assets such 
as stocks. However, a true investor will see this situation as an opportunity. When prices are on a downtrend, 
one can make additional contributions to his/her investment portfolio and average down the cost of his/her 
investments. 
 
You may say this is easier said than done. How do you develop this attitude towards volatility? 
 
Properly define your Investment Objective 
Before undertaking any investment endeavor, you must need to properly establish his/her financial goals. Are 
you setting aside money for your retirement? How about your child’s education? Your financial goals are your 
dreams with a price tag. You are setting aside money for investing in order for you to have available funds to 
spend for your future needs or wants. 
 
Commitment to your Investment Horizon 
Once you have properly defined your investment objective, you then establish a target date as to when you 
will need to use your investment money. That length of time is your investment horizon. Knowing your 
investment horizon will help you cope with any intermediate volatility. Decrease in the price of your 
investment in the short term should be treated as merely “paper losses” for as long as you know that you do 
not need the money yet.  
 
Risk Tolerance 
When you say you would want to invest in a riskier asset because you want better returns is similar to 
admitting your tolerance for risk. When you see the value of your placements going down, you don’t simply 
fold up and sell it at a loss. 

*BASED ON HISTORICAL NET ASSET VALUE PER SHARE; FOR ILLUSTRATION PUPOSES ONLY 

 

FUND DATE 
BUYING 
PRICE 

PRICE THAT 
DAY* 

MARKET 
VALUE 

UNREALIZED 
LOSS/GAIN 

Philippine Stock Index 
Fund 

1/2/2011 458.49 458.49 1,000,000.00   -  

2/24/2011 458.49 407.21 888,154.59   (111,845.41) 

11/4/2013 458.49 728.82 1,589,609.37         589,609.37  
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Let’s take a look at Mr. Juan Dela Cruz, whose goal was to build his retirement fund. He knows that he can set 
aside some funds for more than five years and seeks investments with higher potential returns. As can be seen 
in the table above, he invested a portion of his money into an equity fund at the start of 2011 at a price of 
458.49 pesos per share and almost two months later the price of his investment dropped to 407.21 pesos per 
share. He saw the value of his investment decrease but he tolerated the volatility and still held on to his 
investments. As a result, his investment has an unrealized gain of close to 590,000 pesos by November of 
2013. 
 
Never put all your Eggs in One Basket 
Although stock investments may provide the highest potential returns, it is also the most volatile among the 
asset classes. 
 
For this reason, we adhere to the principle of diversification. A diversified portfolio further helps investors 
manage risk while at the same time increase potential returns. The table below shows the recommended 
allocation for each risk profile. 
 

RISK PROFILE Conservative 
Moderately 

Conservative 
Moderately 
Aggressive 

Aggressive 

INVESTMENT HORIZON 1 yr or less 1 - 5 years 5 - 7 years 7 years or more 

Cash 100% 20% 10% 5% 

Fixed Income 0% 70% 70% 65% 

Equities 0% 10% 20% 30% 

 
Properly identifying your investment objective, investment horizon, and risk tolerance will help you build the 
attitude to embrace volatility. Through the principle of diversification, you can further manage your exposure to 
risk. Volatility will always be part of investments but through the use of these concepts you may start changing 
your attitude and embrace volatility. 
 
BPI Investment Funds give you the opportunity to achieve your financial goals. For a minimum initial 
PhP10,000.00/USD500.00/EUR500.00, you can already to start your investment journey. 
 
 
 
CONTACT US: 
 
Call:  816-9924, 816-9920, 816-9944, 506-0889, and 506-0948  
Email: bpi_asset_management@bpi.com.ph 
Website: www.bpiassetmanagement.com 
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