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Those are harsh words,
but after the past week of
stock market volatility alot
of investors already have
hurt portfolios and hurt
feelings!

I met with Ashvin
Chhabra, author of re-
cently-published book The
Aspirational Investor, PhD
in Applied Physics, and
former Chief Investment
Officer of Merrill Lynch,
Bank of America in
Manhattan last week. I
was inspired to talk to
him, at least in part, by this
paragraph from his book:
“A well-diversified port-
folio will deliver market
return with market risk,
yet it does so on its own
terms, unaware and un-
caring of your needs and
aspirations.

If markets do not care

about you, as they surely
do not, why should the
success of your life’s goals
depend on their whims?”

Ashvin believes that in-
vestors should align their
portfolios with their life
goals. To do that, they need
to combine three objec-
tives that sometimes con-
flict into a single, unified
strategy: the need for fi-
nancial security in the face
of multiple risks, the desire
to maintain current living
standards despite infla-
tion, and the opportunity
for life-changing wealth
creation.

My interview with Dr.
Chhabra was perfectly
timed, since we had coffee
just as global markets were
beginning theirsevere bout
of upset. Who better to talk
tothan an expertinfinance
AND Chaos Theory?

In an email following our
meeting, he said “You can't
control market fluctua-
tions, you can control how

you prioritize goals.”

His sensible, holistic per-
spective has been helping
me talk to my clients and
I'm happy to share some
of his wisdom. All jokes
aside, Ashvin said that his
background as a physicist
studying Chaos Theory
helped him better under-
stand instability and de-
velop hisWealth Allocation
Framework..after all,
markets are anchored in
disagreement. The trick,
he zaid, is to make sure
your investment strategy
is based on what you can
control. He added that the
future is uncertain so in-
vestors need a pragmatic
way of dealing with it.

His book points out that
focusing exclusively on
market returns is not in
and of itselfa path to a suc-
cessful investing outcome.
Recent market activity
shows that diversification
does not protect against
unpredictable and extreme

volatility.

Dr. Chhabra’s framework
proposesthat investors ask
themselves the question:
“What do I want my wealth
to do for me?” From there,
match objectives with the
appropriate resources
and level of risk. Ashvin
says that by organizing
your financial life around
what you hope to achieve
for yourself and your fam-
ily, vou will be better po-
sitioned to achieve your
objectives.

So rather than taking a
market-centric approach
to investing, he proposes
that we move to an inves-
tor-centric philosophy: or-
ganizing our wealth by in-
tended purpose and shared
risk-return characteristics.
He does this by identifying
three buckets that allow
vou to achieve the three
goals of preserving your
lifestyle, maintaining your
lifestyle, and then enhanc-
ing your lifestyle:

1) Personal Assets: cash
(for emergencies), home,
annuities or insurance.
The risk/return profiles
are low because personal
assets are expected to pro-
vide safety.

2) Market Assets: stocks
(broadly diversified),
bonds, and alternative in-
vestments. The risk/return
profile will be in line with
market performance.

3) Aspirational Assets:
the family business, in-
vestment real estate, and
stock options. The risk/re-
turn profile is high. These
assets are intended to sig-
nificantly outperform the
market if and when they
succeed.

It is important to mea-
sure the performance of
each bucket according to
how you are progressing
towards each of the three
goals over time. This is
much broader than just
looking at performance
against investment

The market doesn’t care about you

benchmarks.

As Dr. Chhabra suggests,
your investment strategy
must be designed to help
you progress toward the
things that matter most.
Ideally you will fulfill
your need for safety and
also have the potential to
achieve your dreams and
aspirations. That mes-
sage is so similar to how
I already manage money
for my clients that I have
bought a number of them
copies of The Aspirational
Investor. I can’t afford to
buy one for all of my 24 hrs
readers, so please check it
out for yourself!

His closing words to me
were: “Investor — know
thyself. Investing is not
about the markets, invest-
ing is about you.” That fits
with what I have been tell-
ing my clients these days...
Jnow your aspirations and
be clear as to the role the
market plays in your per-
sonal investment strategy.



