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Step Ten (A) - Your Personal Basic Investment 
Review

Your Personal Investment 
Review Process
This phase of your financial review may be 
bit more tedious for some, but it is also the 
most im-portant, so we will cover it in steps 
Ten - Thirteen.

We will review 

A. Why invest at all in capital markets?

B. Investment basics - just a few (a much 
more complete review will be featured 
in Book Two, the First Bermuda Ev-
ery-Day Investment Primer coming 
soon;

C. A quick look at a hypothetical small 
Bermuda business start-up relating 
to stock ownership (a more complete 
picture leading to Book Two is featured 
in the Appendix A);

D. Assess, in general, your personal 
investment holdings and asset alloca-
tions, if you own any;

E. Show the characteristics of a balanced 
portfolio if you want to own investments 
outside of your pension.

And in Steps Eleven and Twelve, review 
your pension plan accumulations and 
performance, and how it all relates to your 
future financial planning. 

We are reviewing the basic investing 
concepts as well as relating them to 
your personal investment planning goals 
and as you can correlate them with Your 
Bermuda National Pension Scheme 

(BNPS). Note: the BNPS section may not 
be as applicable to civil servants with the 
Bermuda Government Su-perannuation 
Pension Plan. 

My simply suggesting a brief review of 
investments may assume an understanding 
that many individ-uals   have neither the 
time, or the energy to initiate. 

Over the years, numerous comments from 
individuals have been similar as the fol-
lowing, “Well, the investment people met 
us.  While they were very professional, they 
tended to talk too much jargon about mar-
kets, risk tolerance, volatility, some things 
that I really couldn’t follow, so I just picked 
a fund. I have no idea how well it will work 
for me!”

Plus, the thought of investing and invest-
ments are can be unnecessarily intimidating! 

But, if you are pretty comfortable with 
investment concepts, you may want to skip 
to the section on reviewing your personal 
investments. 

But, consider this, whether we like it or not.

We, in Bermuda, are part 
of the global investment 
environment.
The simple concepts of local Bermuda 
shares that were most often (in the good old 
days) held in pa-per certificates because 
there was little access to a local trading 
platform (BSX), and possibly a bond or two, 
(you may not remember the municipal bond 



floated to the Bermuda public to finance 
Hamil-ton City Hall) are now fully integrated 
within the global investment theatre. 

Further, capital trading markets are not 
the same as they used to be as we have 
learned from the ter-rible global Coronavirus 
catastrophe impact. 

But what in our life is the same as it used to 
be? 

 
Change is inevitable.

Over the last century alone, the dominant 
United States investment industry has ex-
perienced monu-mental change as well as 
enormous growth from:

• the close-to-obsolescence of physically 
situated stock markets where original pa-
per transac-tions, runner trade deliveries 
with brokers on an exchange floor have 
gradually been replaced by electronic 
multi-milli-second high-speed anony-
mous trades direct between the parties, 
with no middleman;

• artificial intelligence has overtaken human 
interaction, but as Market Watch stated, 
“AI (Artifi-cial Intelligence) will change 
stock-market trading, but when a trade is 
complex, there is no substitute for human 
judgment;”

• computer-generated mathematical al-
gorithms in quantitative analyses trigger 
thousands of specific set point trades, on 
a daily basis;

• traditional business day trading hours 
replaced with after-hours market trading, 
literally, 24-hours a day interchanges 
across the globe;

• virtual interaction between world trading 

markets where significant events can 
trigger cascad-ing correlated results in 
different time zone markets;

• investor research via internet search 
engines generating almost instantaneous 
results means less obscurity for invest-
ment decisions, but greater care must be 
taken to weed out “fake news/reports” 
and unscrupulous schemes such as 
“pump n’ dump” type websites before 
any credence can be given;

• changes in numbers and kinds of inves-
tors from all spectrums and classes;

• the corporate insider share buy-back 
phenomenon that has dominated invest-
ment sentiment for a number of years;

• economies other than the US have 
grown, too, taking examples from and 
emulating the US in-vestment success 
story. The power race is on to affect more 
diversification choices in world-wide trad-
ing markets, and foreign exchanges;

• the empirical, possible popularity contest, 
decision as to who will remain or become 
the coun-try to dominate the world’s re-
serve currency, given that Russia, China 
and other European countries (INSTEX 
founded January 31, 2019) are actively 
working to sideline the US dollar out of 
global trade to avoid sanctions, while oil 
is now traded in other currencies, backed 
by gold in lieu of US dollars;

• the ever-shifting interplay of oil commod-
ities on capital markets, trade, war, and 
country eco-nomic dominance;

• blockchain and its derivatives of digital 
currencies, an innovative anonymous 
force that clearly defines and delivers 
complete, irrefutable transactions be-
tween consenting parties;

• the relentless regulatory enforcement of 
Know Your Client, economic substance 
transparency and international tax com-
pliance in cooperation amongst almost all 



OECD countries participat-ing and those 
beyond;

• and the tragic, material, virulent COVID 
pandemic that individuals, families, com-
munities and countries across the globe 
are still heavily impacted by financially, 
emotionally and physically.

The number of investment products has 
grown existentially as well. Where the or-
dinary stock, bond, mutual fund, or option 
trade may still be basic staple for many in-
vestors, new, or more complex in-vestment 
products, some more esoteric than others, 
abound:
• exchange-traded funds, structured notes; 
• synthetic (or what I call real versus ethe-

real) investment products built upon or 
dependent up-on values of other un-
derlying products, debt, or indexes, e.g. 
leveraged loan funds, CDO’s, CMO’s, 
even risk itself is an investment prod-
uct, e.g. volatility (VIX) funds and related 
simula-tors; 

• mortgage-backed securities, com-
modities, indexed-annuities, initial coin 
offerings, cryptocur-rencies, credit default 
swaps, securities futures; 

• alternative investments: hedge funds, 
reverse convertibles, leveraged inverse 
ETFs, event-linked securities; 

• viatical settlement funds, catastrophe 
bonds and more. 

How did we ever end up 
with the entire concept 
of investing in intangible 
assets that today – for 
the overwhelming part 
– cannot be realised 
fundamentally by touch, 

sight, or stored on a 
personal basis?

We are focused here on digital investments, 
not physical assets such as precious 
earth-derived ele-ments: land and real es-
tate properties, diamonds, golf, silver, other 
stones, metals, oil, shale, crops, livestock, 
the munificent sea (and salt), water, and the 
like. We know these physical properties; 
we’ve been surrounded by them, in one 
form or another, all of our lives.

The concept of virtue world investing via 
intangible investments is daunting. Now 
almost completely processed by mod-
ern technology – less hands on, stored 
electronically (and hopefully, rigorously 
se-cured) on remote server custodians, 
heavily-reliant upon reputationally-com-
pliant financial institu-tions, with the only 
real evidence of ownership composed of 
front-facing numbers on a smart phone, a 
computer screen or down-loaded paper 
documents, is overwhelming. 

Think about it – owning digital assets in 
our social media age represents a strong 
belief in the fiduci-ary oversight and im-
plied safety of financial institutions-be-
cause that is where your invested assets 
are electronically (not physically) held. 

Bermuda has not escaped this tremendous 
amount of complexity, volatility and com-
merce in global motion.  We, in Bermuda, 
are impacted by everything that occurs 
within and without our precious is-land. And 
the more we understand these influences, 
the better we can take advantage of them, 
antic-ipate opportunities, and protect our 
financial assets. 



A. So yes, investments 
influence you and 
Investments surround you.
Indirectly, and directly from cradle to grave 
- every single day. As an infant at birth, you 
have no under-standing of the such an im-
pact, nor are you much more aware on your 
exit day that consumerism choices made 
by you, or for you, shape your life, and influ-
ence the success - or failure - of thousands 
of businesses world-wide!

Every Bermuda 
business is an 
investment.

Yet, the easy access to these businesses in 
one format or another - has almost gener-
ated indifference to their roles in our lives - 
because we are so very comfortable having 
products, services, and ideas right at hand. 
Imagine if we did not?

Take a look at the list of an ordinary Bermu-
da islander’s stock (company) exposures on 
an average day in the above chart. Recog-
nise these company stock symbols? Who 
can you identify? You know them because 
you contribute every day to their profits!

Most of our Bermuda BSX Listed publicly 
traded companies are included, along with 
numerous inter-national names. Since, this 
is a partial list, you can only imagine how 
many more could be included. 

All of the esoteric descriptions above 
regarding the changes in global investing 
does not take away from the basic premise 
- that the basics of investing are still there, 
still very relevant, and still can achieve great 
results – for the small investor, too. 

Investing should not be intimidating at all. 

Because…. Guess what! You are already 
invested, indirectly and directly.  

You already are consuming and purchasing:

• Real estate
• Savings accounts, particularly foreign 

term deposits, subject to currency fluctu-
ations

• A pension invested on your behalf
• Other appreciating asset acquisitions, 

e.g. your personal investment account(s)
• Acquiring education and skill sets. The 

greatest investment of all, YOU.  Are you 
taking ad-vantage of every opportunity to 
invest in you: gaining knowledge, increas-

ing skills?





B. Investment Basics -  
Just a Few of Them
Some basic reasons to invest: 

• liquidity,
• long-term appreciation greater than bank 

savings rates, 
• for achieving goals and time frames,
• global diversification of assets,
• owning hard currency, Bermuda dollar, 

being a soft currency, is not legal tender 
outside our reefs, thus, worth nothing to 
the rest of the world,

• outpace inflation, here in Bermuda, 
personal purchasing erosion never goes 
away in an island economy,

• building investor confidence,
• unlimited upside potential success, own-

ership and profit participation in busi-
nesses you al-ready financially support 
as a consumer are all good reasons to 
broaden your investment out-look, 

• there are downsides, too, such as no 
investing guarantees, volatility, systemic/
unsystematic risk, under performance 
against savings vehicles and losses in 
recessionary markets (if you sell at a low).

Nevertheless, we make a few additional 
points to contrast saving and investing.

Everyone is familiar with checking, savings, 
and term deposits (or certificates of 
deposit). You deposit an amount of money 
and based upon 

• the interest rate controlled by your bank,
• the number of compounding periods, e.g. 

daily, monthly, quarterly,
• the time to maturity, including lock-up 

periods, and 
• the amount saved,

What you receive after one year, two 
years, five years, etc. is based upon pure 
mathematics.

Cash in Fixed deposits are 
Linear. 
What you see is what you get - no more, 
no less. We say that term deposit savings 
are linear, increas-ing at the same rate of 
interest each year - assuming of course, 
your interest rate is fixed for the term of the 
deposit.  

Of course, you will notice immediately 
that your term deposits are not earning 
anywhere near 5%, this chart was created 
during higher interest rates! But hopefully, 
you get the picture!

There is no capital market appreciation or 
depreciation in fixed, term savings deposits 
as your monies are not invested therein, nor 
would you ordinarily be subject to investing 
volatility and market risk. However, there are 
other not so readily known risks. 



Several term(fixed) deposit 
factors that come into play: 
Your monies are listed as part of the bank’s 
balance sheet as a liability: meaning that 
cash, savings, term, fixed, accounts (yours) 
are not held in segregated accounts. 

The responsibility to return your capital to 
you with interest rests upon your bank op-
erating in a healthy financial environment. 

If a bank’s future is undetermined, your 
deposits may be subject to the demands of 
bank creditors.

Bermuda banks offer term deposits in other 
currencies, sometimes with more appealing 
interest rates. The value of that currency 
will fluctuate against the Bermuda dollar 
(pegged to the US dollar). You may profit or 
not, depending upon those values (com-
pared against the foreign country currency 
price at inception) when your term deposit 
matures. 

Deposit insurance offered in Bermuda is 
minimal. 

Bermuda banks mutually support a small 
Bermuda government-sponsored deposit 
insurance fund. The maximum balance 
insured is $25,000 per only one individual 
account, some comfort, but nowhere near 

enough if you have significant savings. 
Bermuda islanders have always diversified 
by having mon-ies in various currencies 
and financial institutions, both locally and 
abroad. 

Investments in Capital 
Markets Fluctuate in Value
Security investments, on the other hand, 
are launched into capital markets, and are 
subject to many and varying investment 
market influences, trends, economic news, 
pressures of trade wars, company profit 
forecasts, and so on. 

A beginning investor may purchase a secu-
rity, a stock for instance, at one valuation 
only to see it fluc-tuate on a constant basis  
- in the short term, but over the longer term, 
the chosen stock of a stable profitable 
company generally appreciates far more 
than having cash in term deposits. 

Diversification is accomplished by investing 
in both savings accounts and capital mar-
kets - being sure, of course, that you and 
the family first set up an emergency fund 
with no restrictions - that can be accessed 
if needed. 



Cash is still king.  
You never want to have to sell investments 
in a bad market, having regrets when the 
market recovers. This is the classic exam-
ple of buying investments at a high value 
and selling at low values. Full access to 
liquid cash in uncertain times is always a 
prudent idea. It can be a financing problem 
for over-leveraged, and cash short global 
companies during the uncertain and reces-
sionary conditions . 

Never invest your  
contingency cash in risky 
investments; keep it safe 
and accessible.

Basic Investment Asset 
Classes.
There are really only four asset classes:   

• cash - near cash, money market ac-
counts (not funds), etc. may not always 
keep pace with your purchasing power;

• stocks can appreciate exponentially 
in value, and lose the same in a down 
market, over the long-term stocks in suc-
cessful companies will appreciate more 
than cash, and generally bonds; 

• bonds and fixed income are a resource 
of safety (high-grade sovereign debt) and 
fixed interest income;

• commodities derived from natural re-
sources and agriculture, far more volatile 
than the above, but opportunities to 
capitalise are there.

Building Wealth, a Beginner’s Guide to Securing Your Financial Future US Federal Reserve of Dallas



There are many, many more securities orig-
inating from these four underlying class-
es: derivatives, hedge and mutual funds, 
futures, options, collateralised mortgage 
obligations, structured notes, real estate 
investment trusts, etc., all developed in 
different combinations.

Digital currency.
It has been stated that digital currency is 
another asset class, but the point is still 
debated as crypto-currency is more readily 
embraced as a mainstream stable alterna-
tive currency. Generally, as well, most inves-
tors still need cash to purchase the initial 
digital currency and will also be evident 
when the investor sells digital cash for use 
in ordinary transactions. Digital currency 
markets are evolving to be completely sep-
arate from conventional fiat currency but 
have arrived at the transparency account-
abil-ity era to be enforced by governmental 
agencies. The future of digital currency has 
yet to be fully de-veloped, while it continues 
to grow in popularity; however, there is little 
regularity guidelines for the ordinary person 
as yet. Fiat (regular) currency is issued by 
governments, but not backed by a physi-
cal commodity such as gold; instead, the 
currency value is backed by reputation and 
stability of the gov-ernment issuer. 

Cash (near cash) can be held 
in many formats:
We just discussed holding cash in fixed/
term deposits and savings accounts above. 

Cash (and near cash) is used extensively in 
capital markets:

• in the Forex currency markets, where 
participants can buy, sell, exchange, and 
speculate on currencies in the largest 

financial market in the world, more than 
$5 trillion in daily transac-tions. Forex in-
vesting carries substantial risk - as a form 
of derivatives trading; 

• to purchase very short-term maturity 
sovereign debt securities (stand-alone 
individual securi-ties, not funds), such 
as US Treasuries bills, a medium that 
the world over uses as liquidity, to stash 
cash between trades, during investment 
market volatility and when economic 
uncertain-ty is high, the so-called slang 
term “flight to safety;”

• to fund daily trading activities for prima-
ry dealers, brokerage and institutional 
investment firms. 

• for ultra-short-term overnight lending in 
repo markets, and

• utilised by central banks to manage funds 
flow, interest rates and the like. 

Warning of Changes in Money 
Market Mutual Fund Asset 
Allocations
Cash can also be held in money-market 
mutual funds invested in government secu-
rities, tax exempt municipal securities, and 
corporate debt securities. The small inves-
tors must be aware of the differ-ences in 
investment asset allocation issued by fund 
managers. 

Why? The investing world assumed (until 
the 2007-2008 US/global market crash) 
that money market funds were safe, in fact, 
some investors noted that they were guar-
anteed, which was never the case. 

During that financial crises, there were 
breaking-the-buck events that occurred 
in some US (and glob-al) money market 
mutual funds, where the ability to hold the 
NAV(net asset value) at $1.00 failed due 



liquidation runs on the funds - generating 
severe losses.  Some money market mutual 
funds were forced to close their doors, in-
cluding the first money market mutual fund 
established in 1971, The Re-serve Primary 
Fund.

The result.  
After the 2007-2008 financial crisis, the 
United States Securities and Exchange 
Commission amended regulations relative 
to the composition of money market mutual 
funds to make them more resilient to credit, 
interest and liquidity risks: 

• Funds of government securities would 
endeavour to maintain the $1.00 net 
asset value. Such money market mutual 
funds are comprised solely of say, US 
federal government treasuries, called 
Government and Treasury money funds, 
more than 99% invested in same and 
fully col-lateralised. 

• So-called prime institutional money mar-
ket mutual funds (composed of various 
types of corpo-rate debt securities, such 
as short-term unsecured commercial 
paper, less than nine months in maturity.) 
would now have a floating NAV, no longer 
maintaining a stable price value. The fund 
management would be allowed to assess 
liquidity fees and apply redemption gates 
- to stall future investor cash-out runs. 

If you are purchasing money market funds, 
be very sure to read the entire prospec-
tus as well as ob-taining the most recent 
financial statements of the fund to ascertain 
that you are comfortable with the underlying 
asset allocations. Your financial represen-
tative should be able to assist you with this 
concern. If you are more conservative in 
nature, stick with US federal government 
treasury money market mutual funds.

Be careful of the terminology; do not 
confuse money market mutual funds with 
money market ac-counts. 

Money market accounts are actually bank 
deposit accounts, not a collection of debt 
securities in Mon-ey Market Mutual Funds. 

US Money market accounts are insured by 
FDIC in the United States. 

Cross border caution. 
Money market mutual 
funds will generally, 
come under SPIC 
protection, but if 
you are an offshore 
investor with assets 
held in a nominee 
account, you may not 
have that protection. 

Stocks. When and Where did 
stocks (shares) originate? 
In the early modern 1700’s period (after the 
so-called dark ages), the Dutch developed 
several finan-cial instruments that helped 
lay the foundations of our modern financial 
system. The Dutch East India Company 
(VOC) became the first company in history 
to issue bonds and shares of stock to the 
general public, officially the first publicly 
traded company to ever be actually listed 
on an official stock ex-change. Source: 
Wikipedia: Public Company. 



Stock ownership starts with 
the incorporation of company.
From tiny seedlings to giant oak trees, so 
it goes with the growth of a publicly traded 
companies.  See our illustrative hypothetical 
Zina Pizzarina story below.

Thousands of tiny private businesses, often 
with only one owner, started in someone’s 
garage, home office. Once such a business 
incorporates, grows exponentially success-
ful over time, the limited group of private 
owners/shareholders will elect to “open the 
doors” to the general public raising much 
need-ed capital for expansion, innovation, 
and infrastructure. 

The upshot, the celebration of a growing in-
dustry is to “take the business public” in an 
IPO - Initial Public Offering - where shares 
held by a few private shareholders are 
expanded in numbers and of-fered for sale 

to the public.  And from that initial public 
launch, companies continue to grow!

Most of us know that a stock (share) is a 
percentage ownership (equity) of a compa-
ny. Internationally, think company stocks 
like Toyota or Apple; domestically, we know 
Argus, BF&M, NTB, Ascendant (Belco), etc.  

Yes, I know it is Ascendant (and recently 
sold), but we’ll always remember the Ber-
muda Electric Light Company.  200 hundred 
shares of Toyota (out of more than 1.5 bil-
lion shares in circulation) means you have a 
tiny, tiny equity position; 200 equity shares 
of Ascendant, while still small, represents 
a larger ownership percentage out of 21+ 
million shares outstanding.  

Stock ownership gives every shareholder 
common stock equity and certain company 
rights.

Stocks present in two formats: 

• common stock having unlimited upside 
growth potential, while 

• preference shares trade in a narrow value 
band and act more like bonds.

Stocks are classified by category / sector 
/ country / industry / capitalisation and 
market valuation, growth, value, defensive, 
income producing, large cap, mid cap, 
small cap, penny and more. 



Companies issue stocks for 
varying reasons. 
First and foremost. 

Stock ownership (in a micro company 
start-up) is aligned in proportions of original 
capital contributed by the first shareholders 
who decide to incorporate an unincorpo-
rated sole proprietorship or partner-ship 
business.  An unincorporated business 
is not a stand-alone legal entity, com-
pletely detached from an owner, meaning 
that personal assets and responsibilities 
for liabilities can be claimed against the 
unincorporated owners. Additionally, if an 
unincorporated business owner dies, the 
company has to be wound up or sold to a 
new owner, difficult when the original owner 
has passed.  Incorporation offers liability 
coverage, protection from creditors, and 
continued existence detached from primary 
or other shareholders. 

Second and more: Companies issue stock 
in public offerings to 

• Enhance cash liquidity at certain times
• Reduce outstanding debt
• Launch new products 
• Expand into new markets, and countries
• Manage and grow infrastructure for future 

demand

Investing in stocks in a massive, volumi-
nous global market is heavily dependent 
on investors and the companies issuing 
stock, both large and small, participation. 
The largest players (owners) are financial in-
stitutions, retirement pension plan portfolio 
managers, hedge funds, mutual funds, and 
activist in-vestors according to Zacks Stock 
Research.

Additional help - See also Individual Stock 
Selection Criteria Checklist in STEP TEN 
references section below.

Example of a paper stock certificate issued 
on December 30, 1903 to Goldsmith, Wolf Inc. 
for 10 shares @ $100 per share. The Baltimore 
and Ohio Railroad Company was the first 
common carri-er and the oldest operating 
railway in the United States (1828-1987). It 
merged with the CSX Transportation network 
that is still in operation today.

Listen to  
Personal Investment 
Review
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