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Quick Q & A #26

Q: Can investors control risk?

. S
Types of Risk ” \Ilg()\
Some risks are introduced through actions of investors
Market timing Inflation
Currency Credit
Political/leconomic Industry/company
Liquidity Market
Single stock Interest rate
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A: No, but they can control their own behavior.

As the graphic above illustrates, investing involves many kinds of risk. The
risks shown in black are “built-in” — facts of life for investors wishing to
participate in the potential returns of debt or equity markets. Investors need
these risks if they hope to beat the low returns of T-bills and savings
accounts.

But other risks, shown in red, are introduced by the behaviors of investors
themselves. These are “uncompensated risks” — exposure to these risks does
not earn investors higher expected returns.
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Market timing risk results when investors try to jump in or out of the
market, hoping to ride the ups and avoid the downs. Because market moves
can’t be systematically predicted, market timing can leave investors out of
the market when values rise.

By the same token, an investor with a large exposure to a single stock can
be blindsided by poor earnings, accidents, scandal, or other negative
surprises. As millions of investors have learned in recent years, holding a
large percentage of one’s assets in a single disastrous stock — such as AIG,
Lehman, GM, and many others — can ruin one’s financial future. Owning too
much of one company is a needless gamble.

Built-in market risks can be moderated — but not eliminated — by careful
asset allocation and diversification. Behavioral risks, however, can be

completely avoided simply by steering clear of dangerous investment tactics.
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Osbon Capital Management, LLC ("Osbon") is an SEC registered investment adviser with its principal
place of business in the Commonwealth of Massachusetts. Osbon and its representatives are in compliance
with the current notice filing requirements imposed upon registered investment advisers by those states in
which Osbon maintains clients.

This Q&A contains general information that is not suitable for everyone and should not be construed as
personalized investment advice. Any historical data presented herein are for informational purposes only
and do not reflect actual client accounts.

Past performance is no guarantee of future results. There is no guarantee that the views and opinions
expressed in this Q&A will come to pass. Investing in the stock market involves gains and losses and may
not be suitable for all investors. Information presented herein is subject to change without notice and
should not be considered as a solicitation to buy or sell any security. It is not possible to make an
investment directly in an index.

For additional information about Osbon, including fees and services, send for our disclosure statement as
set forth on Form ADV using the contact information herein. Please read the disclosure statement carefully
before you invest or send money. For information pertaining to the registration status of Osbon, please
contact Osbon or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov).
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