
We all know that the markets change in value daily. They actually change every moment of every day, as trades 
happen around the world. The quarterly net worth statements are just a snapshot of one second in time at the 
end of the quarter, but they do give us an idea of what is happening. 
  
These changes are what we call “paper” gains or losses, because they are just on the statements. An actual 
gain or loss is when an investment is sold for more or less than it was purchased. So you don’t really make or 
lose money until it is sold.  
  
Another way to lose money is bankruptcy. If a company goes through bankruptcy, the stock becomes worthless. 
You won’t be able to sell it to anyone.  The company then reissues new stock, which is sold to others. So 
bankruptcy is an actual loss to stock holders.  There is no way to get that money back. 
  
Market fluctuations are not actual losses. That money will come back as the market comes back up. Bankruptcy 
losses will not come back up. 
  
This is why individual stocks are more risky than mutual funds. Mutual funds invest in several hundred 
companies, so that if one of them goes bankrupt, you have hundreds of others to maintain the value of the 
mutual fund. So unless all of the stocks go bankrupt, you can’t lose all the money in the mutual fund. 
  
At Magnolia, we have kept our investors out of bankrupt companies by investing in strong companies and 
monitoring them constantly. If you know of anyone who needs help with this, please ask them to contact us. 
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