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Dear Client,
Recently, I chanced upon a Hong Kong produced
video that examine why such a high percentage
of Singaporeans can own and live in a relatively
big apartment when it is such a tall order in
Hong Kong. They interviewed Dr Liu Thai Ker, a
renowned architect-planner, often referred to as
the founding father of city planning in Singapore.
Dr Liu shared that the starting point is a right set
of values. For Singapore, it is about not denying
anyone the right to own their own abode. Dr Liu
served as CEO of the Housing Development
Board (HDB) between 1979 and 1989 and CEO
and Chief Planner of the Urban Redevelopment
Authority (URA) between 1989 and 1992 and
is a noted proponent for heritage and nature
conservation. In the interview, Dr Liu related that
he thinks a good planner needs to have a heart
for the people, a scientist’s head to design not
just a home; but a community for the residents,
and an artist’s eyes for the aesthetics.
What a great parallel to client-centric wealth
management! The starting point for the plan has
to be about the client: having clarity about what
are their concerns, address what keeps them
awake at night and give them the peace of mind
that people they care about will be well taken
care of. The planning methodology must be
based on sound financial planning practice and

continuous research conducted on issues that
may impact on the client’s plan, checking in to
ensure the processes and methodologies remain
robust and effective. For investment planning,
adopt an investment philosophy that is timetested and backed by academic research, where
the odds of success are high such that clients can
achieve their longer-term goals. And all the above
delivered in a personable manner where clients
are treated like family.
September is a special month as Providend
was founded on 11th September 18 years ago.
We are thankful to you, our beloved clients for
trusting us to be your partners in your financial
journey. Walk down memory lane with us through
our video and hear what give us the impetus to
press on despite the tough start and the Global
Financial Crisis. The investing environment has
been volatile this year, to say the least. The good
news is that research shows that if you have a
long-term investment horizon, the time of entry
does not really matter. However, our hearts can
be uneasy despite our minds understanding
that. Read the article “How to make lump sum
investing less fearful?” to help you ease into your
investing journey. We have a new member in the
Providend family, read what Bryan, our Associate
Adviser, has to share about his journey to join us
in providing honest, independent and competent
advice to you.
Have a cuppa and enjoy your Coffee Break!
Warmest regards,
Deputy CEO & Chief Advisory Officer

Evelyn Goh
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How To Make Lump Sum
Investing Less Fearful
Kyith Ng, Senior Solutions Specialist

I have seen this question asked in conferences and seminars again.
And Again.
And Again.
And somehow, I felt the people asking that question never got a satisfactory answer.
The question:
If I have a lump sum of money, should I invest the lump sum in one shot, or should I split them up
into tranches?
Mathematically speaking, if your investments have a positive expected return, you should put your
money in all at once. We should not be splitting it up.
Although this is the question being asked, one usually has a deeper concern:
I do not want to put in $3 million of my hard-earned money and see it cut to $2 million in a few short
months. It will look very embarrassing on me and I do not know how to answer my spouse.
If they are so afraid of losing money, why do they wish to invest in the first place?

They wish to invest because, frankly, they also do not know what to do with their wealth, and deep
down, they are afraid that their money is being eroded by inflation. Or they have missed out on making
their wealth potentially work harder.
Fear of losing money and fear of losing to inflation are two very contrasting fears.
1. If you have held everything in cash, you would have missed out on keeping up with inflation
2. If you are invested, you would be afraid of losing a chunk of your wealth.
I can empathise with this feeling because I am also human. I feel the pain of seeing my hard-earned
wealth lose a large part of its value as well.
There are some things you should know:
1. If you invest in a diversified portfolio made up of assets that have positive expected returns,
you will build up wealth
2. In the short term, the portfolio value may be volatile. To earn that positive expected return,
you must stick to it for a period
Think of your diversified portfolio as a “volatile savings account” that earns a good compounded return.
This savings account can be rather volatile from time to time, tempting you to sell out.
Therefore, to build wealth successfully with this “volatile savings account”, you need to win a
psychological battle with yourself.
Fortunately, some techniques can aid you in winning these mind battles with yourself.
Today we are going to go through one of them.

A Tale of Three Wealth Builders
Traditional portfolio management techniques have a way to make wealth accumulation more liveable,
but seldom see it being illustrated. The below then is an example.
Three wealth builders happened to start investing one year before the Great Financial Crisis. They
might want to build wealth for a lot of reasons. In this case, their main goal is to have enough wealth
for their retirement.
These three wealth-builders are different from each other in terms of:
1. Age and phase of life they are in
2. Level of net wealth
3. Level of after-tax income
Let us assume that all of them are in the accumulation stage, so they are not looking to spend their
wealth during this period.

The Great Financial Crisis is perhaps one of those financial events that occur once every few decades.
Here is how some of the major equity indexes, which the equity funds tracked, did during the Great
Financial Crisis:
1.
2.
3.
4.

The MSCI World Index fell 40.71%
The MSCI Emerging Markets Index fell 53.33%
The MSCI All Country World Index (ACWI) fell 42.19%
The S&P 500 (US) fell 37.00%

A lot of wealth builders swore off investing in equities because their wealth fell drastically due to it.
In the midst of the carnage, here is how bond indexes, which bond funds tracked, did during the
same period:
1. The Bloomberg Barclays Global Aggregate Credit Bond Index 1 to 5 years hedged to USD rose 0.40%
2. The FTSE World Government Bond Index rose 10.90%
3. The Bloomberg Barclays Global Aggregate Bond Index rose 5.57%
For a lot of wealth builders, their goal is to get greater returns. However, they have not thought
about the greater volatility that comes with allocating their money to equities.
However, we must also take into consideration our client’s ability and need to take risks.
For those with lower risk tolerance, their wealth would be deployed in a portfolio of both equities and
bonds. The eventual portfolio volatility is smoothed, and more bearable.
All three wealth-builders have the following initial portfolios and contribute a fixed amount per month
to their portfolios to build wealth:

Their contributions, starting balances and allocations are different as suggested by the adviser based
on the client’s time horizon, ability to take risk, and need to take risk.
The clients’ funds are invested in Dimensional funds with an annual wrap fee:
1. Equities: Dimensional Global Core Equity Index
2. Bonds: FTSE World Government Bond Index
3. Fee: 1%
In 2008, Dimensional Global Core Equity Index returned -40.4%. The FTSE World Government Bond
Index returned +10.9%.

Let us look at their wealth-building experiences over these 12.5 years.
The wealth accumulated by the young wealth builder:

The wealth accumulated by the middle age wealth builder:

The wealth accumulated by a near retired:

Here is the summary of the wealth that they built up:

All three wealth builders saw their wealth position improved over 12.5 years. This is evident. But how
was their experience through the challenging period of 2008?
The following table shows the degree the portfolios fell from their peak values in 31st May 2008 to the
deepest trough in 28th Feb 2009 for the wealth-builders:

All three wealth builders saw their portfolios declined by 33% to 37%.
To put this decline into perspective, the Dimensional Global Core Equity Index fell by 49.5% over the
same period.
It is one thing to say you can withstand the huge decline in your wealth . It is another to live through
one. For the majority of us, our TRUE ability to take risk is lower than we think.
As an investor, your experience is likely to match one of these three wealth builders.

What Made The Young Wealth Builder’s Accumulation Process More Liveable?
The young wealth builder deployed 100% of what he had into a 100% equity portfolio.
When the markets start to fall, his initial wealth bore the full brunt of drop in value. He would have
endured the full 49.5% fall in those 10 months.

The interesting thing is that at the lowest, his accumulated value of $12,657 is still higher than the
initial $10,000 invested. This is mainly due to the monthly capital injection into his portfolio over the
10 months.
The young wealth builder is at the peak of his future human capital. This is when he is the strongest in:
1.
2.
3.
4.
5.

Learning
His mental and physical capabilities
Getting income increments
Getting re-employed if he gets unemployed
Having the longest time horizon before he needs the money of

The young wealth builder would need to think about this: What is the utility of his entire financial net
wealth of $10,000?
Chances are that this entire net wealth is not going to be useful for him. For example, to fulfil certain
goals such as retirement, he would need at least $400,000 or more in his portfolio.
In order to get there, he must grow it.
He, therefore, has to be conscious to convert his labour capital to financial capital when his labour
capital remains strong.
A market destabilisation is beneficial when the young wealth builder is accumulating. The longer the
market stayed low, the more the young wealth builder can accumulate at these attractive prices.
Focus less on the financial net wealth he has. Focus on converting labour to financial capital.

The Middle Age Wealth Builder Has A Strong Earnings Income
Our middle age wealth builder has more money deployed compared to the young wealth builder.

However, in terms of where she wants to accumulate to, it is still not where she wants to get to.
She has a shorter period in terms of time horizon to when she needs the money. Thus, her adviser
would recommend her to reduce exposure to market volatility by having a 20% allocation to bonds
and 80% allocation to equities.
Compared to the young wealth builder, she is in middle management and has a higher income.
Thus, she is likely to channel more of her after-tax income into her portfolio.

Her initial $100,000 would also fall 49.5% as well over the ten months but she has cushioned some of
this unrealised loss on her wealth through her after-tax income into her portfolio.
For some of you who are in the same phase, you might also have higher income and be able to
channel more to the portfolio.
When you follow up with a review of your portfolio, your experience with the decline in your portfolio
value is better.

The Near Retired Would Feel The Greatest Anxiety
Compared to the younger and middle age wealth builders, the almost retired
1. Have the shortest time horizon. She needs the money soon.
2. May have the highest earning income or the lowest if she cannot get re-employed
3. Her future labour capital may be the lowest since she is going to stop work soon. However,
some continue to have high labour capital due to their competency and great network.
What she is most afraid of is that if she loses the majority of her money now, she would most likely
never earn them back.
In terms of planning for retirement spending, an adviser will have to take care of the volatility of their
client’s portfolio during

1. The few years before retirement
2. The few years after retirement
A negative sequence of returns in the portfolio would negatively impact the client’s retirement funds.
Her retirement funds would run out faster.
This may not be a problem if the client has accumulated a much larger retirement fund. Your adviser
should be able to tell you how much is large enough that a negative sequence of returns is less of
a problem.
Due to the psychological and technical retirement aspects, it is often recommended that we have a
greater bond allocation versus equity allocation as we approach our retirement.
For our client here, she has a 60% allocation to equities and 40% allocated to bonds.

The large bond allocation in her portfolio has mitigated what would be a 49.5% decline in value to 34%.
This would make her experience much more liveable.

Having Good Competence & Sophistication Will Help In Your Psychological Battle To
Trust The System
Not all Investors will realise that traditional portfolio management, as mentioned in books, works the
way they said it would.
You have to apply it, live through some volatile investing periods, to gain conviction.
I have friends who take a similar approach to wealth building:
1. They understand the wealth equation and can identify the levers that everyone can pull to build
their wealth
2. They spend effort educating themselves on how low-cost index investing is done. They know what
the considerations and risks are, and how it gels with their wealth-building journey and lifestyle

3. They invest in a simple portfolio of low-cost funds
4. They focus on their jobs and tries to convert more of their human capital to investment capital.
They also get on with their life.
When you have a deep understanding of how this system of wealth building works, you tend to live
with it better.
You will realise that:
1. Markets do not always go up, they go sideways and go down as well
2. There are times you will look at your portfolio and it seems like you are the biggest loser
3. You deeply understand why this method of wealth building yields a positive expected return
over time, and what you should do now based on the system
4. What information you should focus on, and what you should tune out
I do have to stress: It is very difficult to overcome our human instinct.
I do find a lot of investors have subconscious thoughts that they do not have control as a result of
lacking deep understanding of how their wealth is built. They think they know enough. However,
they do not.
Many times, what you are afraid of is that,
1. What you are doing is wrong
2. You are making the biggest mistake of your life by how you are executing things
(be it selling, or holding on to your investments)
3. There are too many noises, cross-currents that are confusing you
Your psychological battle in your subconscious is won by having more evidence that
1. This is the right way to build wealth
2. Your risks are managed
3. Your life goals are still on track
We are also aware that not many of our clients can develop this deep understanding of wealth
management at the start. Their efforts are much better spent on their businesses and their day jobs.
We think clients should know enough of how their wealth is managed.
Risk coaching is an integral part of our financial planning framework.
The promised land is where your wealth supports your life goals. To reach there, you would have to
live through periods when it is psychologically challenging. You have to be equipped to live through
this psychological battle.
If not, do find someone and have a support group that has great collective competency to go to
the promised land with you.
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T h e Second U-Turn Of M y Life

Bryan Chan, Associate Adviser

Just four months ago, I was sitting at home, a
freshly minted Master of Counselling graduate,
applying for jobs when during a break I decided
to type “Providend” into my search bar for what
must have been the fourth time that day. I had
first read about the firm online when I was doing
some light research on the best way to plan and
manage my own finances after receiving a small
gift sum from the estate of a dear grandaunt who
had passed away two years before.

After having chanced upon the idea of fee-only
advisers, I had begun searching for one based
in Singapore, and naturally, that had led me
to Providend. I didn’t (and don’t yet) meet the
profile of a Providend client, so I didn’t reach out
to engage them, but having found that the firm
existed had already given me some hope.
While still an economics undergraduate
student, I had read about commission-based

jobs, conflicts of interest, unjustifiably high fees
and product churning. In fact, it was its marked
prevalence that had almost turned me away from
the financial industry forever. I knew beyond
a shadow of a doubt that I would never want
to work for an organisation that sold products
designed to enrich themselves and that treated
clients’ interests like an afterthought. It had been
a major reason that I made the shift to pursuing
qualifications in psychological services in the
first place.
In graduate school, I had the chance to work with
families and individuals in distress and I could not
help but notice how a significant amount of that
stress was often associated with financial crises—
difficulty footing medical bills due to severe
illness, making ends meet in the face of disability
or retrenchment, or conflict between siblings
regarding the distribution of a parent’s estate. In
those types of situations, counselling was hard
because although some of the emotions were
manageable, the underlying problem could not
really be resolved by talking. My frustration led
me to think about how different their situations
could be if they had insurance or, even better, a
sound financial roadmap.

That day, as I applied for counselling jobs, I ended
up applying to Providend as an associate adviser
too. It was a difficult decision to make because
even though it was just one application, it clearly
represented a complete a hundred- and eightydegree (and second) U-turn for me.
To cut the long story short, in late May I was
offered the job here and I gladly accepted.
Although supportive, my family still had some
doubts, my friends thought I was crazy, and I
struggled a little with the feeling that I was being
a “flip-flopping millennial”.
Now, though I’ve been here only two and a half
months, applying to Providend easily makes it
onto my list as one of the best decisions I have
ever made. I feel truly blessed to be part of the
Providend family where I can deal in financial
services with the knowledge that the firm’s
values are the same as mine—that we will always
put clients’ interests first and provide honest,
independent and competent advice. I can’t wait
to keep learning, growing and serving our clients.
Looking back, it is with deep gratitude that I
admire the windy road that has led me to be
sitting here writing this.

Disclaimer
The information and opinions provided above are general in nature and prepared
from data believed to be reliable. No representation, whether express or implied,
is made with respect to the accuracy, completeness or reliability of the information
or opinions offered, and we expressly disclaim liability for errors or omissions in
such information and materials.
Any opinions or views we offer are not necessarily indicative of future or likely performance
of any particular investments. The information provided may contain projections and other
statements regarding future events or future financial performance of countries, regions or
markets. These statements will necessarily
only be predictions and actual events or results may differ. You should make your
own assessment of the relevance, accuracy and adequacy of the information contained in
the information provided and make such independent investigations as you may consider
necessary or appropriate. Any opinion or views offered is made on a general basis and is not to
be relied on as advice. Accordingly, neither we nor any of our associates, directors, connected
parties and/or employees accept any liability
whatsoever for any loss, whether direct or indirect, that may arise from the use
of information or opinions provided.
The information and opinions provided are not to be considered as an offer to sell
or a solicitation of an offer to purchase any investments. Please note that investments are
subject to risks, including the possible loss of the principal amount invested. Past performance
of any investments is not indicative of its future performance.
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