' optimism is investors’ Nox 1 prob-

| 1ém. You agree it s better to use a
ldgical, unemotional investment

ategy rather than a positive-
n}dng, happy-go-lucky strategy.

eexpérts who say that éXCBséiVe A

<! | All'this is fine until you go to a
| ‘neighbor's” party. A well-dressed

Pk
.

" "f llow 'Whispers: in your ear that

Ihternational  Whiz Bang is the

lext big thing. You can’t resist.

hat's irrational.

~'You need protection with my
Splitsbrain/two-portfolio” strategy.

Remember the two-hemisphere

bra.ms“ or ‘personalities, includ-
& a Happy Investor “brain” and
-an. Irrational” Investor “brain.”
Eaeh whnt's a separate portfolio.

Lhange of Heart

bad. - : i
One portfollo was enough You
could avoid acting irrational by

~icost, no-load index funds.

been tracking for years was cre-

Irologist William Bernstein, author
itor” and “The Four Pillars of In-

| ivesting.” He puts 25% into-each of
| ifour index funds from Vanguard

|| Standard & Poor's. 500 (VEINX),
| Total Bond Market (VBMFX), Smalk

| Stock Index (VEURX). The portfo-

even conservative buy-and-hold in-
-yestors; still love playing the mar-
ket. It's entertainment, like a trip -

toLas Vegas—even when they lose

money'

ago when 1 was intervie
! Daiuei Leemon ‘then atf"Charles

| For along 1 fime T, too, was dog- =
matic about investing: Buy-and-
hold was good. Actwe tradmg was <

putting all your money in what L.
: kalled a “Lazy Portfolio,” a simple . -
well-diversified portfolio of low-
- One simple Lazy Portfolio I've
“lated by money manager and nieu-

“lof “The Intelligent Asset Alloca-

{Cap Index (NAESX) :and European
v‘hos return was about 14% Iast'_

~This. faet h1t home a few y»earsA

You take a flier on 1,000 shares )

' Lars Leetaru

rain from your high-school psych

¢lass? We actually have many - Schwab s chief investment of-

ficer. He explained the shock he

- felt during one focus group of mu-

,tual fund investors: “They all’had

Group in Malvem, Pa., namely the

90% of “their money in mutual
~ funds. They put a little bit i inevery
' ‘month. And they never thought
~-about that 90%, and never looked
atit. But,mth the other 10%, they. -
‘were playing high-tech stocks: And

that ‘was the stuff they talked
about because that was | the fun
part"’ ; :

Two Mmds

, ~ Since then Ive asked a lot of
Main_ Street investors, portfolio
managers and even hyperactive -
~ commodity traders about this.

They say-the split-brain/two-port-'
folio strategy is very common And

it makes sense.

Here’s how it works:. You sun
ply partition your “brain” into two-
parts that can’t even talk to’ each )
other: o
- .Each “brain” has its ownportfo &7

of investment criteria.

"I call them the Untouchable
,Pontfoho (which gets 90% of your -
- money) and the Mad Money Portfe"
1o (10%).- '

‘,Untouchable Portfoho -'

.compounding for retirement. You

. tures: Yours, a tough- minded
* vestment adviser and your gran

can’t touch it without three. s1gn

,Oth'e! in Omaha
~-That way the
frenfaggresslven k-tak

o  when to sell, or buy m
 time to teach yourself how to b
- come a happy investor. = .

This one gets 90%. Imagine this Later, if you dog’t hke the r

: one safely locked in a bank vault,

_._a"lézy Untouchab Portfoli

4 vested in securitles for the Iong
haul, preferably a Lazy Portfolio.,

Mad Money_ Portfolio

This 10% is for whatever turns-

you on; day trading, high-tech
1POs, emerging markets, commod-

ity shorts. Even lottery tickets and
- Las Vegas slots. Mad Money.is for

fun. mvestmg, to satisfy the free
spirit in you. It's also money: you

- can afford to lose if your bets g
‘sour When it’s gone, it is gone. ;

. Now, here’s my Dbest- -kept se<.
 cret. Here’s how you-can keep your:
Irrational Investor from wastmgv

the 10% and sabotagmg your retire-

ment. If you really want to bea.
‘successful investor, use your Mad
- Money portfolio to educate yourself
about the way the market really -
~works. Learn to use tools thatll
help you strengthen your fatmna},g.
do-it-yourself brain. Discover how
"to become a successful investor. =
' Here's one suggestion: Setupa" e
; mockportfohoorﬂmmﬂse “Ivestor
- lio-and invests with a different set . -Tools” at www.marketwatch.com,
- or some other financial site. Pick
20030 secuntxes Dxfferem ty*pe

Jow? Save 100% of y
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