Five bad investments to avoid
Sometimes the most attractive-looking investments are the ones to pass up
WHILE there are good investments that can turn into bad
investments along with bad investments that can eventually turn
into good investments, there are
some that are generally always bad
for investors. With that in mind,
the following investments are ones
you should either avoid or limit
your exposure to:
1) Your employer’s stock: Legendary fund manager Peter Lynch
was always an advocate of investing in what you know – and you
are probably in the best position
to know what is going on inside
your own company, or the company you work for. Moreover,
anyone who was an employee at,
say, a company like Google when
it first started out, was probably
given a large number of shares and
would no doubt now be in a good
position to retire early.
On the other hand, many of
Enron’s employees had no idea
what was actually going on within
their employer’s accounting department and had far too much of
their 401k retirement plans
invested in its shares – all of which
they lost.
And since you are also at risk
of being laid off by your employer
for any number of reasons not
related to company performance,
there is no need to increase your
risk any further by holding a big
position in your employer’s stock.
2) New IPOs: Warren Buffet
was an early disciple of Benjamin
Graham, who warned in his investing classic, The Intelligent
Investor, about investing in initial

public offerings (IPOs) because
they are intended to help a company raise money, as well as
reward early investors or insiders
by allowing them to cash out with
a profit. As I have written here
before, wait six to 18 months for
an IPO to prove itself. Even if
the stock price surges initially, it
will eventually pull back, form a
sound base and move higher if the
earnings and sales are strong.
3) Penny stocks or very small
cap stocks: There is nothing
wrong with owning a few individual small cap stocks or an ETF,

or fund that invests in stocks with
market caps of under US$2 billion. After all, many large cap
stocks started out as small cap
stocks, while small caps have been
among the best performing equity
classes.
However, you should always
avoid investing in any so-called
penny stocks or microcaps which
usually trade on the over-thecounter (OTC) market for a few
cents a share. I never buy for my
client or personal accounts stocks
that are priced under US$10.
Penny stocks are often not up-to-

date with their SEC financial filings and are notorious for being
volatile because they tend to be the
subject of paid-for promotions or
investor relation campaigns where
a stock is given considerable attention before new shares are
issued (thus diluting existing
shareholders) to raise funding for
certain big investors, or traders to
make a profitable exit. In the worst
case scenario, it might be an illegal pump and dump scheme
where you are left holding virtually worthless stock.
4) Commodity or currency fu-

tures: Back in the 1990s, Hillary
Clinton gave cattle futures trading considerable attention when it
was revealed that she turned a
$1,000 investment into nearly
$100,000 before she stopped trading after just ten months, back in
1979. And while you don’t need
to be the First Lady of Arkansas
to make a considerable amount of
money in a short period of time
trading commodity or currency
futures, Hillary also managed to
avoid margin calls even when she
made wrong bets using leverage
and owed her broker money.
Don’t assume you will be as
lucky, because its the heavy use
of leverage that usually causes
traders to experience margin calls
and to loose more than just their
initial investments.
5) Annuities (especially in taxdiffered IRAs). There are
instances where investing in
annuities can make sense, namely,
if you think there is a very good
chance of outliving your savings.
However, it never makes sense
to put a tax-deferred annuity into
a tax-deferred retirement account.
Plus, annuities are usually a good
way to reward your financial adviser with hefty commissions
when there are much better investment choices out there.
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Escap predicts 3.9% growth in Thailand’s economy
THALAND’S economy, after a sharp slowdown to 0.8 per cent in 2014, is forecast to
grow by 3.9 per cent due to increased
short-term consumer and investor confidence following the end of the protracted
political instability, said the United Nations
Economic and Social Commission for Asia
and the Pacific (Escap).
Thailand is cited as one of the growth
drivers in the region.
The report, titled “Economic and Social
Survey of Asia and the Pacific 2014: Yearend Update”, said growth in Asia-Pacific
developing economies will pick up moderately in 2015. Yet, it also highlights that
growth in the region remains below
pre-crisis levels.
Prospects for growth would be better
if supported by much-needed structural
reforms, and could also be boosted by lower
oil prices that are an opportunity to mobilize resources for inclusive and sustainable
development, the report said.
Developing countries in Asia and the
Pacific are forecast to grow at an average of 5.8 per cent this year, up from
5.6 per cent in 2014, driven by improved
economic performances in Bangladesh,

Republic of Korea and Thailand.
In the report, it said structural reforms
in India and Indonesia are projected to help
increase their growth to 6.4 and 5.6 per
cent, respectively, from 5.5 and 5.2 per
cent, respectively, in 2014. Growth in
China is forecast to hover around 7 per
cent in 2015 consistent with the ongoing
economic rebalancing.
The Escap analysis estimated that the region should need to invest US$815 billion
per year up to 2020 to close gaps in many
sectors like transport, telecommunications,
water and sanitation, the maintenance of
roads and railways, energy-efficiency and
technologies.
A decrease in regional inflation this year
to 3.5 from 3.9 per cent in 2014, offers
room in some regional economies for loosening monetary policies to support growth,
indicates the report.
“Despite improved prospects, many
developing economies in the region face
structural constraints which have kept them
from realizing their growth potential.
Infrastructure shortages remain acute and
growth has not translated into enough
decent jobs,” said United Nations Under-

secretary Dr Shamshad Akhtar.
The steep decline in oil prices in recent
months may be the start of a longer-term
trend and will have a significant, yet varying impact across the region. The report
estimates that for energy-importing countries, a US$10 per barrel fall in the oil

crease in GDP growth of up to 0.5 percentage points.
While a recovering United States
economy will support growth in AsiaPacific exporting economies, slow growth
in the eurozone and Japan will be a challenge, as will be China’s moderating

