Forexearlywarning – Special Lesson on Mutual Funds Investing

After you become a successful spot forex trader learning to invest your profits will keep your asset base growing.

Summary
This lesson is about mutual funds investing is based on investment account diversification and portfolio rebalancing using mostly no-fee index funds. You can start with a basic mixture of stock index funds and bond index funds and over time further diversify into commodities mutual funds or international stock index funds.

Mixtures of stock index funds and bond index funds will vary between 50% Stock 50% Bonds for conservative investors and up to 70% Stock and 30% bonds for younger or more aggressive investors. Then you rebalance the portfolio to maintain the percentages between one and three times per year.

The long term track record on any mixture is available for the last 25 years. In the 2000-2002 bear market the track record is a 6% loss versus a 50% loss on S and P 500 alone and an 80% loss on Nasdaq versus the 50/50 mix. This is because bonds rise fast in down stock markets offering protection and income.

Other asset classes for diversification are possible like small percentages of commodities mutual funds or international stocks and bonds.

To put together your investment portfolio you can use index funds, or no load funds, with no sales charges. Mutual fund families you can use to get started are Fidelity and Vanguard, several other fund families would work and possibly some ETFs would also assist.

You can use equivalent mutual funds for your 401k under your 401k plan but most 401k plans have more limited choices. This asset rebalancing strategy works for IRAs or non retirement investment accounts.

Profitable forex traders need to take the excess money out of their forex brokerage accounts and invest the money properly for the long term.

Web resources

Scott Burns - Developer of the potato portfolio 50% stock 50% bond portfolio and syndicated financial columnist. Long term track record is published.

http://www.dallasnews.com/business/columnists/
Coffeehouse Investor – More diversification into other sectors, more diversification, long term track record is also published.

http://newsite.coffeehouseinvestor.com/
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