
Ever heard the term “strategic investing”? How about “tactical investing”? At a glance, you 
might assume that both these phrases describe a similar investment approach.  
  
While each approach involves the periodic adjustment of a portfolio and holding portfolio assets 
in varied investment classes, they differ in one key respect. Strategic investing is
fundamentally passive; tactical investing is fundamentally active. An old saying expresses the 
opinion that strategic investing is about time in the market, while tactical investing is about 
timing the market. There is some truth to that.1

Keep in mind that asset allocation is an approach to help manage investment risk. It does not 
eliminate the risk of loss if security prices decline.

Also, investing involves risk, and the return and principal value of investments will fluctuate as 
market conditions change. Investment opportunities should take into consideration your goals, 
time horizon, and risk tolerance. When sold, investments may be worth more or less than their 
original cost. Past performance does not guarantee future results.
        
Strategic investing focuses on an investor’s long-range goals. This philosophy is sometimes 
characterized as “set it and forget it,” but that is inaccurate. The idea is to maintain the way the 
invested assets are held over time, so that through the years, they are assigned to investment 
classes in approximately the percentages established when the portfolio is created.1
   
Picture a hypothetical investor. Assume that she starts investing and saving for retirement, with 
60% of her invested assets held in equities and 40% in fixed-income vehicles. Now, assume that 
soon after she starts investing, a long bull market begins, and the value of the equity investments 
within her portfolio increases. Years pass, and she checks up on the portfolio, only to learn that 
much more than 60% of the value of her portfolio is now held in equities.

As she is investing strategically, this is undesirable. Rebalancing is in order. By the tenets of 
strategic investing, the assets in the portfolio need to be shifted, in order to be held in that 60/40 
mix again. If the assets are not rebalanced, her portfolio could expose her to more risk than she 
wants – and the older she gets, the less risk she may want to assume.1

Keep in mind that this article is for informational purposes only. It’s not a replacement for 
real-life advice, so make sure to work with a professional who can review any tax implications 
from portfolio rebalancing. 

Tactical investing responds to market conditions. It looks at the present and the near future. 
A tactical investor attempts to shift the composition of a portfolio to manage risk exposure or 
to take advantage of new opportunities. This requires something of an educated forecast – two 
forecasts, actually. The challenge is to appropriately decide when to adjust the portfolio in 
light of change and when to readjust it back to the target investment mix. This is, necessarily, a 
hands-on style of investing.1  
  
Is it better to buy and hold, or simply, to respond? This question has no easy answer, but it 
points out the divergence between strategic and tactical investing. A strategic investor may be 
inclined to “buy and hold” and ride out episodes of Wall Street turbulence. On the other hand, 
the tactical investor risks buying high and selling low. 

Investors have long debated which strategy is better. One approach may be better suited than 
another at a particular point in time. And often, it’s not an all-or-nothing proposition. Both 
approaches may play a role in your overall strategy.
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If budgeting your personal expenses sounds boring, you might be 
going about it the wrong way. When people think about formu-
lating their monthly or yearly budget, they often imagine a strict 
line-item budget that details the precise amount they need to 
spend on groceries, gas, utilities, restaurants, and other expenses, 
down to the last dollar.

Many financial advisors and planners recommend that you take a 
different route and pay yourself first when you get your paycheck, 
rather than starving your savings account to feed the bill collectors.

Type A vs. Type B Personality Budgeting
Creating and maintaining a strict budget down to the dollar is quite 
time-intensive and laborious, especially when it comes to track-
ing your actual spending against your budget. Designing this type 
of structure works well and might even be enjoyable if you are a 
methodical and highly-organized person. If you don’t get excited 
about developing and adhering to this kind of structure, try the Pay 
yourself first method. It’s perfect for a big-picture person who has 
difficulty making or sticking to a budget.

The Rationale
In the past, you’ve always said you’ll save money for retirement or 
for that vacation. However, when your paycheck comes in, it seems 
to get used up by bills and unexpected expenses, and any surplus 
gets frittered away on a dinner out, some fast food or trips to the 
nearest Wal-mart for non-critical items.

So you tell yourself that you’ll save money from your next check, 
but the cycle repeats itself, and your savings never seem to grow. 
Instead of waiting to pay yourself last, when there’s nothing left, 
make yourself a priority and put aside money into your savings 
first. This way, you can take care of your future self.

According to a recent survey by the website Bankrate.com, more 
than a quarter of all Americans have no emergency savings at all, 
and only 23 percent have enough saved to get them through six 
months of monthly expenses if they were to lose their income.

Developing the “Pay Yourself First” System
The “Pay Yourself First” way of budgeting begins by simply writ-
ing down how much you bring home per month. For example, let’s 
say you earn $4,000 each month in take-home pay, after taxes.

After writing down your net monthly pay, write down your savings 
goals for each area of your life. For example, you might decide you 
want to put aside funds for the following:

 •$400 a month for an individual retirement account
 •$200 a month to put towards buying your next car in cash
 •$100 a month to put towards future car repairs
 •$200 a month towards future home repairs and
 maintenance
 •$50 a month to pay for an annual vacation
 •$50 a month towards future home, auto, and health
 insurance deductibles and co-pays, which you might want 
 to consider an emergency fund)
 •$200 a month (or more) to pay for your kid’s college
 education

That’s $1,200 a month you have decided to put into savings for 
yours and your family’s future. Now, subtract this $1,200 from 
your monthly net income of $4,000. You’re left with $2,800 per 
month. You can spend this money freely to pay bills, get coffee 
every morning, eat dinner out, or whatever else you need or want, 
without worrying over what category it falls into.

The Top-Down Approach
This system is really easy because you don’t need to spend any time 
figuring out what percentage of your money is going towards your 
rent vs. groceries vs. electricity. Just pull your savings from the top 
and then relax and use the rest to cover those expenses.

This “anti-budget” feels antithetical to the traditional budgeting 
model, but it’s equally effective.

The entire point of a budget is to make sure you’re hitting your 
savings goals without letting overspending in other areas eat up 
your excess funds. The traditional, line-item budgeting model is a 
bottom-up approach. The “Pay Yourself First” method is a top-
down approach. Both are fine. Personal finance is personal, so 
choose whichever style works best for you.

Reach out to your advisor today!

Pay Yourself First Budgeting Method
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About one in four Americans, 27%, guessed they would go into debt 
leading up to last holiday season, according to a 2019 Credit Karma 
survey, and 42% of those individuals expected to rack up at least 
$500 in debt. Rather than taking out a loan or charging up expenses 
on a credit card you can’t pay back (two of the most common ways 
to cover holiday expenses when you don’t have enough cash), the 
financial pros we spoke to recommend a long-term approach. This 
way, you can start adjusting your spending and saving up now, 
months in advance, to cover the estimated $1,500 you’ll spend on 
gifts, food, entertainment, and travel expenses.
 This is especially vital for 2020, in light of the coronavirus 
pandemic when more Americans are dealing with unemployment, 
salary cuts, or increased grocery bills.
 “Planning ahead is usually advisable, but it will be
particularly important this year. Given our current environment, 
products and services may not be as available as in years past, and 
delivery services will be pushed to their limits around the 
holidays,” says Nilay Gandhi, a Malvern, Pennsylvania-based
certified financial planner and senior financial advisor with Vanguard 
Personal Advisor Services, not to mention most of us are facing 
more-stressed-than-usual budgets.

Here are five financially-sage strategies to consider so you can 
start budgeting for Christmas now.

1 Create a List and Budget (and Stick to Both)

There is no “right” amount to spend per person, so we can’t offer 
a universal rule here, but note that your budget per gift and overall 
should be defined by your financial limits—not push them. 
 “Budget a certain percentage of your income for all
holiday shopping, then keep in mind that the relationship you have 
with the people for whom you’re buying gifts. You’ll likely want 
to spend more money on gifts for family members than for work 
colleagues, for example,” suggests Jill Gonzalez, a Washington, 
D.C.-based analyst with the personal finance company WalletHub.
 Gandhi recommends creating a generic “gifts” budget 
line item, then breaking that down by a specific dollar amount per 
person.  
 “Once you have your budget in place, stay disciplined; it 
won’t serve its purpose if you deviate from it,” Gandhi says.
 Once you have a budget, you can begin searching for gifts 
that fit that range and create a specific holiday shopping list.

2 Start Searching for Discounts Now

In addition to building your budget in the summer, now that you 
have your budget and ideas list, you can start keeping your eyes out 
for discounts. Sign up for clearance emails from related brands, 
seek out coupons, download the Honey web extension for discount 
codes for 30,000+ sites, and watch for brands that offer mid-year 
deal days or weeks similar to a smaller-scale Prime Day.

3 Negotiate or Cancel Certain Subscriptions and Services

How many services do you subscribe to like Netflix, Hulu, Amazon 
Prime, Spotify, HBO Go, Disney+ (the list goes on and on…)? And 
how many do you use often enough to make their cost worthwhile?
 “There are services that you can negotiate, or even give up 

altogether if you’re not using them,” Gonzalez says. “Cable could 
easily be canceled, considering the number of streaming services 
and online news and entertainment available. It all comes down to 
figuring out what you’re actually using.”
 Truebill (free to $12 per month, truebill.com) can be a 
handy resource to help make it easier to cancel subscriptions, get 
refunds for outages, and potentially lower bills.
 To determine if any services should be canceled,
consolidated, or negotiated (it can’t hurt to ask about that cell 
phone bill!), start by making a list of all recurring services and 
determine why you signed up for this service in the first place, 
Gandhi says. Then ask yourself:
Does that reason still exist today? 
If so, does the value you are receiving align with the price you are 
paying? 
“If the answer to either question is no, this is likely a discretionary 
expense that can be discontinued, or at least reevaluated,” he says. 
“For many necessary services, such as internet access, there are 
likely alternative options at different providers or price points. By 
spending the time to evaluate all of your options, you may uncover 
opportunities to save.”
 Other potential areas for shopping around or negotiating, 
according to Gonzalez: gym memberships, internet, landscaping, 
and insurance policies. (In case you missed it, here are the most 
common yet sneaky money-wasters.)

4 Monitor Your Expenses and Adjust Accordingly

Beyond a gift budget and subscription list, you’ll want to track your 
overall budget now—that is, if you aren’t already doing so.
 “Create an itemized list of all possible expenses, no matter 
how small or large, to make sure you understand where your
money is going. Determine if these expenses are necessary or 
discretionary, and if you are comfortable with them given your 
income,” Gandhi says. 
 For example, rent or a mortgage payment? Necessary. 
That daily Starbucks run? Discretionary. (Try our DIY cold brew 
instead to save time and money!) 
 “Regularly monitor your expenses and look for opportunities 
to make adjustments. Assign budgets to each expense bucket, such 
as housing and entertainment,” Gandhi adds.

5 Redeem Your Rewards or Gift Your Time

Don’t forget about credit card points, store credit, and other 
potential sources of “cash” that you can tap into for your holiday 
budget fund. And recognize that you can always donate to a good 
cause, volunteer, or share an experiential present for a gift that will 
give back or keep giving through positive shared memories.
 “The most important financial advice is don’t overspend 
and get into debt that you’ll carry for months after the holidays 
have passed. Holiday spending typically tends to increase year over 
year, and with it credit card debt spikes,” Gonzalez says.
“Especially in light of the coronavirus pandemic and the economic 
crisis that has followed it, people should be more mindful of the 
money they spend this year.”
 When you’re tempted to go off-budget or click to buy “just 
one more thing!” remember that one of the best gifts you can give 
yourself is peace of mind, and a stable and secure future.

5 Simple Ways to Start Budgeting for Christmas Now
BY KARLA WALSH
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Quarterly data

The summer brought an economic rebound and a continuation of the 
stock market rally that began in spring. In late September, the Federal 
Reserve Bank of Atlanta’s GDPNow tracker estimated real Gross
Domestic Product (GDP) growth of 32.0% for the third quarter. All 
three of the major Wall Street benchmarks advanced in Q3; the S&P 
500 added nearly 8%, ending the quarter up about 4% for the year. 
Even so, U.S. equities slumped in September as traders worried that the 
stock market might be getting ahead of the economy.1,2

In Washington, the Federal Reserve altered its monetary policy stance 
and forecast low-interest rates for the near future. Hopes for another 
economic stimulus dimmed in Congress. On Main Street, the
coronavirus pandemic remained top of mind, but improvements in 
hiring, consumer confidence, and retail sales were evident.

Entering the fourth quarter, analysts wondered how adroitly the 
financial markets might manage some unknowns: a potential uptick 
in COVID-19 cases in the fall, the pace of vaccine development, the 
outcome of the presidential election, and undetermined prospects for 
additional economic support of businesses and households.

Quarter in Brief

Domestic Economic Health

Many positive signals appeared in the quarter. Millions of Americans 
went to work again; monthly net job growth topped 1.7 million in July 
and 1.3 million a month later. Unemployment, which had hit 14.7% 
in April, fell from 10.2% in July to 8.4% in August, and the U-6 rate 
counting both underemployed and unemployed Americans declined 
from 16.5% to 14.2%.3,4 

Consumer confidence, as measured by the Conference Board’s 
monthly index, leaped to 101.8 in August from 86.3 in July. Households 
kept up their buying—retail sales were up year-over-year through 
August even though supplemental unemployment benefits expired at 
the end of July.3 

Industries also grew, according to research from the Institute for 
Supply Management. When ISM’s Monthly Purchasing Manager 
Index for the manufacturing and services sector surpasses 50, those 
sectors are judged by ISM to be expanding. ISM’s services PMI was at 
58.1 in July and 56.9 in August; its manufacturing index reached 54.2 
in July (a month that saw a 6.4% rise in U.S. factory orders) and 56.0 
in August.3

Home sales soared as summer began, and although that momentum 
tailed off, sales did not retreat. Residential resales were up 24.7% in 
July, and another 2.4% in August. New home buying increased 4.8% 
for August after a 14.7% July climb. Housing starts and building
permits were both up 17.9% in the first month of the quarter, but 
then they both declined; permits dipped 0.9% and starts 5.1% in the 
eighth month of the year.3

For more than a century, the Federal Reserve has had two primary 



Quarterly data

Global Economic Health

As economies worldwide continued to labor under the coronavirus pandemic, the International Monetary Fund 
(IMF) and Organization for Economic Cooperation and Development (OECD) revised their estimates of global
economic activity for 2020 and 2021. The IMF sees a 3.0% contraction for global Gross Domestic Product (GDP) this 
year, with the global economy growing 5.8% next year. The OECD estimates a 4.5% pullback for global GDP in 2020, 
and then a 5.0% rebound in 2021.6

The quarter ended with no agreement yet on a post-Brexit trade deal between the United Kingdom and the European 
Union, as the post-Brexit transition period ends December 31. Complicating matters, U.K. lawmakers introduced a 
bill that would disregard conditions for trade with Northern Ireland established as part of Brexit, which the E.U. has 
hotly protested. U.K. Prime Minister Boris Johnson wants both parties to reach a free trade agreement this month; 
Johnson is aiming for a pact without quotas or tariffs attached, similar to the arrangement the U.K. has with
Canada.7

Looking at foreign stock exchanges, some significant quarterly gains stand out. South Korea’s Kospi index rose 11.2% 
in three months; no other consequential overseas benchmark advanced double digits in Q3l. China’s Shanghai
Composite added 7.82%, Taiwan’s TWII 7.70%, Argentina’s Merval 4.69%, Japan’s Nikkei 225 4.02%, and
Germany’s DAX 3.65%. On the other side of the ledger, Hong Kong’s Hang Seng retreated 3.96%, and Spain’s IBEX 
35 dipped 7.12%. MSCI’s EAFE index, which tracks large companies across developed countries in Europe and Asia, 
rose 4.90% in Q3.8,9

monetary policy objectives: to manage inflation and to guide the economy toward a state of maximum employment. 
Historically, managing inflation has come first. So, it made news on August 27 when Fed Chairman Jerome Powell 
announced that the central bank would “seek to achieve inflation that averages 2 percent over time,” rather than 
proactively adjust short-term interest rates when inflation approaches that established target. In other words, it 
would tolerate a little more inflation than it had in the past as a trade-off for spurring the economy. The Fed kept the 
federal funds rate in the 0%-0.25% range in the quarter, and its September consensus interest rate forecast showed 
it expected no change for short-term interest rates through 2022.4,5

Domestic Economic Health
cont.



Citations

Disclosures
Information contained in this newsletter does not involve the rendering of personalized 

investment advice, but is limited to the dissemination of general information on products 
and services. A professional advisor should be consulted before implementing any of the 
options presented. Information presented in this newsletter should not be construed as 

an offer to buy or sell, or a solicitation of any offer to buy or sell the securities mentioned 
herein.

Arthur C. Clarke quote. This material was prepared by MarketingPro, Inc. Source: Clarke’s Second Law; published in 
“Hazards of Prophecy: The Failure of Imagination” in Profiles of the Future (1962)

Hoffman, D. (2000). Who Knew? New York, NY: MJF Books.

Pant, P. (2020, August 29). Budget Better: Pay Yourself First. Retrieved September 17, 2020, from https://www.the-
balance.com/the-pay-yourself-first-budgeting-method-453955

Quarterly Data
This material was prepared by MarketingPro, Inc.
CITATIONS:
1. Federal Reserve Bank of Atlanta, September 25, 2020
2. CNN Business, September 30, 2020
3. Investing.com, September 30, 2020
4. Forbes, September 16, 2020 
5. New York Times, August 27, 2020
6. Nasdaq.com, September 30, 2020
7. Associated Press, September 29, 2020
8. Barchart.com, September 30, 2020
9. Wall Street Journal, September 30, 2020

Reviewing and Rebalancing Your Portfolio. This material was prepared by MarketingPro, Inc.

Strategic vs. Tactical Investing
This material was prepared by MarketingPro, Inc.
Citations.
1. Investopedia.com, August 15, 2019

Walsh, K. (2020, July 30). 5 Simple Ways to Start Budgeting for Christmas Now. Retrieved September 16, 2020, from 
https://www.bhg.com/christmas/planning/budgeting-for-christmas/?did=551394-20200818

Investment Advisory Services offered through Interactive Financial Advisors, Inc. 

Professional Investors Life & Annuity and Interactive Financial Advisors are both independently owned and operated.


