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Diversifying can reduce risk, advisor says
   The Patriot-News

SHARON SMITH

Jeffrey A. West is a financial advisor and managing director at Freedom Financial Wealth 
Management Inc. in Harrisburg. 
"Our clients come to us with all manners of concerns; mostly they want to turn their nest egg into a
stream of income that they cannot outlive," West said.

A native of West Virginia, West moved to the Harrisburg area in 1997. He is married to Shawn 
West. The couple live with their daughter, Alexandria, in Lower Paxton Twp.

West serves as the president of the Susquehanna Rotary Club and belongs to other civic 
organizations, including the Elks and the Freemasons.

Q: A lot of people look at the stock market and the housing market and wonder where they can safely 
invest their money but still get a decent rate of return. What advice do you have for those people?

A: "Safely invest" is an oxymoron. To invest means to take a risk for a potential rate of return. The 
equity markets go up and down and will for the rest of time. The problem is, most people do not 
realize that they are in too risky of an investment for their comfort level when things are going well. 
They only learn of the risk when the bottom falls out. Moreover, a decent rate of return varies from 
person to person; there is no one good answer to this question. It all depends on goals, risk tolerance 
and investment time horizon. Using diversification is a way to reduce the risk. True diversification 
goes well beyond just investments in stocks and bonds. It looks at cash reserves, taxes and income 
sources. If your portfolio is truly diversified, then market corrections and recessions may have a lesser 
effect on your quality of life.

Q: Since the recession started, most people focus on the decline in stocks and real estate, but are there 
opportunities out there? If so, where do you see the potential for investors to take advantage of 
depressed prices?

A: "Be fearful when others are greedy, and be greedy when others are fearful" -- Warren Buffet. What 
Warren is saying to us is something my 10-year-old even knows. To make money in the stock market, 
you need to buy low and sell high. A large part of the market is trading at lower prices from macro-
economic fears. So it may very well be that there are opportunities. By having a financial plan in 
place, you would already know if your portfolio would need to be increasing stocks and decreasing 
bonds. See, a good financial plan lets you know when you are underweight or overweight a particular 
asset class, thus signaling when to make the changes and what to make those changes to.

Q: You hear a lot about foreign investors turning to U.S. Treasuries as safe havens for their money. 
Should local investors also consider those types of investments?

A: U.S. Treasuries should always be considered as a part of well-balanced portfolio. Many investors 
already own U.S. Treasuries and do not even realize it. These investors own what are known as 



money market funds. These funds are mostly comprised of short term U.S. Treasuries. The U.S. 
Treasury is considered the one of the safest havens for cash, mainly due to the liquidity of the asset as 
well as the relative strength of the U.S. economy. It is for these reasons that a money market fund is 
an ideal location to keep a cash reserve in your over all portfolio. With a strong cash reserve as part of 
your overall financial plan, the short-term concern over the ups and downs over the equity market are 
reduced.

How are you clients feeling these days about the economy? Are they more optimistic?

Most of our clients are very concerned over the potential pitfalls that are weighing on the recovery. 
Whether it is the problems in Europe, high unemployment, fear that financial reform will place a
stranglehold on growth, or soaring U.S. debt leading to higher taxes, most are watching it with a close 
eye. Nevertheless, these same clients are reporting that when they go out to dinner, there is a wait to 
get into their favorite restaurant, or when they go to the store, they are parking further from the door. 
Even though these appear to be pointing to a recovery, no one thinks we are out of the woods yet.

What is one thing you think investors should know but probably don't?

The biggest mistake I see people making is not working with a true financial planner. A financial 
planner is not just a stockbroker. They are not just investment sales representatives, and they are not 
just insurance salespersons.

Although a good financial planning firm will offer all of these services, these services are only a
small part of what a financial planner does. ... Most people who come to Freedom Financial are more 
concerned about reaching their goals and, as we discussed earlier, the "best rate of return" often 
comes with costly risks. Having a financial plan in place that plans for the worst and hopes for the 
best means that you may reach your goals. 
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