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Recognize Risk. Manage it. Here’s How. 
By Vicente Paolo Henson III 

 
A person whose financial goal is to increase his money must not only take necessary steps but also carry 
on an additional level of risk for potentially higher income simply because risk is a function of return. 
The year 2012 has just started and in so short a  time, we have been surprised by a mixed bag of market 
news here and abroad.These can be reasons to remain unmoved and to continuously believe that 
investing at this time is risky. But   the question is:  When can it ever be not risky at all?  

Risk is inherent to investing. It can never be eliminated, only minimized. Awareness of current events is 
probably the most vigilant way of protecting oneself from factors that may affect one’s finances. But 
more importantly, to minimize risk, the solution is to diversify and allocate resources. 

ASSET ALLOCATION 

Asset allocation refers to the percentage of total investment amount which will be placed in different 
asset classes, depending on one’s appetite for risk. Asset classes may be classified depending on their 
level of risk, and are generally categorized as follows: (1) Money Market instruments refer to cash and 
cash equivalents such as Special Deposit Accounts and Treasury Bills; (2) Fixed Income are debt 
instruments issued by either a corporation or a government; and, (3) Equities refer to shares of 
ownership in a company.  

Asset allocation works on the assumption that market conditions may have different effects on each 
asset class. When one asset class is not performing well, it does not mean automatically losing money 
for an investor because this  can be mitigated risk by better performance from another asset class.  In 
effect, the overall portfolio return is not gravely affected.  This is embodied by the maxim "Don't put all 
your eggs in one basket. 

At BPI Asset Management, investors need not worry about how to allocate resources. We can help you 
assess your risk and recommend a diversified portfolio that matches your risk profile. Below is a  
recommended asset allocation for a moderately conservative investor. 
 

Risk Profile Moderately 
Conservative 

Investment Objective Income 

Investment Horizon 1-5 Years 

PORTFOLIO ALLOCATION 

Cash and Cash Equivalents 20% 

Fixed Income  70% 

       Peso 60 

       Global 10 

Equities 10% 

       Peso 10 

       Global 0 

TOTAL 100% 
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