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Warren Buffet, arguably the best investor ever, bought his first stock at age eleven1. He purchased three 
(3) shares of Cities Service Preferred at US$38 per share for both himself and his older sister. After 
buying the stock, its price fell to just over US$27 per share. A frightened but resilient Warren held his 
shares until eventually the price rebounded to US$40. He promptly sold them - a mistake he would soon 
come to regret and learn from. He missed the stock price ascend up to US$200. The experience taught 
him one of the basic lessons of investing: patience is a virtue. 
 
Other investors would have the same story. They regret not buying after they have learned that a stock's 
price went up or that they took profits too early. This regret is called an opportunity cost. Opportunity 
cost is the difference in returns between a chosen investment and an alternative that was not selected 
for some reason. Surely you have heard of someone who has said that he should have placed his money 
in the stock market this year before the Philippine Stock Exchange index (PSEi) rallied above the 5,000 
level. 
 
For aggressive investors with a long-term horizon and no liquidity requirements, one of the greatest 
risk is not taking enough risk.  Riskier assets, like equity investments, have greater potential returns, 
especially if these assets are held over a long-term horizon. The longer the time that you are invested in 
equities, the greater the chance of incurring positive returns that outperform bonds and money market 
investments. This is because investing in equities effectively makes you a company shareholder and 
allows you to benefit from the company earnings.  The returns of bond and money market investments, 
on the other hand, are limited by the rate committed by the issuer of the instrument.  Thus, the 
opportunity cost of not investing in high yielding but volatile assets, for those who can afford it, is quite 
significant. 
 
The table below shows the disparity between the cumulative historical returns of equity and balanced 
funds managed by BPI versus the returns of money market and bond funds:  

Cumulative Performance - as of April 25, 2012 

INVESTMENT FUND  YTD 1 YR 3 YRS 

BPI Short Term Fund 0.92% 3.01% 9.10% 

Odyssey Peso Cash Management Fund 0.87% 2.91% 10.31% 

BPI Premium Bond Fund 0.67% 5.26% 16.02% 

Odyssey Peso Income Fund 0.48% 6.98% 19.89% 

Odyssey Peso Bond Fund 1.61% 16.78% 35.78% 

BPI Equity Fund 19.73% 19.88% 107.99% 

BPI Balanced Fund 13.60% 14.21% 77.02% 

Odyssey Philippine Equity Fund 16.27% 23.09% 177.06% 

Odyssey Philippine High Conviction Equity Fund 15.40% 29.34% 260.05% 

*Returns are net of fees and taxes. Past performance is not an indication of future returns. 



 

 
This material, which is strictly for information purposes only, is for your sole use, does not constitute a recommendation or an offer to sell or a solicitation to buy any financial product. Any information is subject to change 
without notice and BPI is not under any obligation to update or keep current the information contained herein. You are advised to make your own independent judgment with respect to the matter contained in this 
document. No liability whatsoever is accepted for any loss that may arise (whether direct or consequential) from any use of the information contained herein. 
All funds managed by BPI Asset Management and affiliates are Trust and/or Investment Management Funds, which do not carry any guarantee of income or principal, and are NOT covered by the Philippine Deposit 
Insurance Corporation.  Past performance is not a guarantee of future results. BPI Investment Funds are valued daily using the marked-to-market method. 

 
Since our recommended investment horizon for equity investments is at least five (5) years, it is still best 
that some funds are placed in less risky assets to service possible liquidity needs.  BPI Asset 
Management recommends the following asset mix for aggressive investors: 5% in Money Market , 65% 
in Bonds/Fixed Income and 30% in Equities.   
 
If you feel by now that holding on to an investment for at least five (5) years may be too long, remember 
Warren Buffet’s answer when asked what his holding period is when choosing his investments.  His 
response to the said question was "Our favorite holding period is forever".  
 

 
1. Robert P. Miles (2004). Warren Buffet wealth: principles and practical methods used by the world's greatest investor. John Wiley and Sons. 


