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Uncertainty reduction theory active strategy

Brilliant strategies are useless without competent and consistent execution throughout the organization. The following is a guest post from FS sponsor, FarmTogether, a leading farm investment platform. Investing agricultural land is one way to reduce the volatility of your portfolio and generate long-term passive income.
Let's look more at investment in 2021. 2020 was the least of a turbulent year for investors. On February 19, 2020, the S&amp;P 500 closed at a record high. The day began a steep descent, finally bottom on March 23, as the COFID-19 pandemic began paralyzing the global economy. This decline has officially ended the
longest bulls market in history. Despite a strong recovery in public markets in March 2020, the US economy is still struggling. With the rise in COVID-19 cases and uncertainty about the outcome of November's presidential election, investors have become more hesitant about taking risks. It is more important than ever
that investors have a clear strategy for managing their portfolios as we enter 2021. Let's first move on from stock market volatility and valuations. We will then discuss three common investment strategies for uncertainty management in 2021. Investments in 2021: Volatility on the horizon Record share prices have been
doubled by record volatility. The CBOE Volatility Index (VIX), a measure closely watched by stock market volatility, peaked at 86.69 on March 16 as many parts of the country entered the bloc in response to COVID-19. THE VIX has been trending down, but is now creeping again, given that there is still no second
stimulus package and COVID-19 cases are surging again. It looks like volatility will remain high as we move towards 2021. Is the stock market overvalued? The S&amp;P 500 Shiller PE currently stands at approximately 30X compared to a Median Shiller PE of 16X. Therefore, historically, the stock market is overvalued.
With so much uncertainty on the horizon, it's very hard to accurately predict future gains. For example, Bank of America's capital strategist Savita Subramanian raised his Estimate of the S&amp;P 500 EPS from $115 to $125, which would be a 23% drop from 2019 levels. She then initiated an EPS estimate of $155,2021,
which is still slightly below 2019 levels of $163. If there is a viable vaccine introduced into the masses in 1H2021, Subramanian believes that its EPS 2021 estimate has $5 up. But even with a blue sky 2021 EPS estimate of $160, a yoy 28% rebound in earnings, the S&amp;P 500 is still trading at 20X 1-year earnings
before, which is expensive compared to approximately 15X. In September, the Federal Reserve estimated that the economy would fall by 3.7% by the end of the year. Some Wall Street economists predict GDP growth will return by more than 5% in 2021, but only time will tell. Investments in 2021 will the corresponding
forecasts of both business revenues and economic figures. Why are valuations and share prices so high? The valuations of the shares are so high, because the gains remain depressive. Investors are always forward-looking. Investors hope there will be a government stimulus and a short-term coronavirus vaccine. In
addition, the Fed's decision to keep interest rates low for more means that the stock market is one of the few places where investors can look for potentially higher returns, given the opportunity cost is so low. Buffett Indicator With that being said, the stock market is also currently overvalued under the Buffett Indicator,
which is at levels not seen from the dot com bubble in 2000. The Buffett indicator is calculated as the ratio between the combined market ceiling of listed companies in a country and the country's GDP. Anything above 100% implies that the market is too hot. In August 2020, the Buffett Indicator reached an impressive
183%. Bearishness From C-Level Executives economic measurements aside, many C-suite executives are also concerned that the stock market is too hot. According to an August poll by Deloitte, 84% of Fortune 500 CFOs believe the stock market is overvalued, the second highest level recorded. Only 2% of CFOs
believe the stock market is undervalued. That such beliefs, it is hard to see listed companies resume share redemptions once it is socially correct to do so. Share buybacks have also been a catalyst for higher share prices in the past. Moreover, the Deloitte study also found that 60% of CFOs rated the US economy as
bad or very bad and only 43% expect better conditions in a year. Political uncertainty November's presidential election adds additional uncertainty. It could take weeks to count all the ballots by post. Even after counting is done, there could be a contested choice that could be left to the courts to decide. The contested
elections are likely to increase market volatility. Perhaps there will be a Blue Wave or a Red Wave that will create much more certainty about economic policy in 2021 and beyond. With tremendous support from the Federal Reserve, 2021 could prove to be a fantastic year. No one can say with certainty whether this level
of volatility is the new normal. Investment in 2021: Three ways to deal with uncertainty With all this uncertainty on the horizon, it's more investors should never be prepared for more declines in vertigo-inducing stocks. To protect wealth and continue to achieve long-term goals, we suggest three things. 1) Keep Diversified
Diversified is essential for building a portfolio resistant to market shocks. By adding more classes of unrelated assets to your portfolio, you reduce losses in the event of a decline in the stock market. Depending on the mixture of a diversified portfolio can also offer higher-market returns. Diversification doesn't need to stop
at stocks or bonds - there are a number of alternative investments that offer benefits to investors. For example, agricultural land is a low volatility asset class that is suitable for long-term investors. Over the past ten years, the value of agricultural land has increased by more than 6% each year. U.S. farmland averaged
total annual yields of 10% from 1992 to 2018. Unlike other alternative assets, such as gold, agricultural land offers investors the benefit of passive income in the form of periodic cash dividends, in addition to the appreciation of the underlying asset. 2) Do not try and market time with the stock market as heated and volatile
as it currently is, it can be tempting for investors to try and wait for the right time to invest. This is often a mistake. It is impossible to constantly get the right time to buy or sell. While it is now clear that March 2020 was an excellent time to invest, hindsight is always 20/20. A good investor must always try and predict the
future. A better investment strategy is to cost the average dollar. Invest amounts at regular intervals instead of waiting to put all your money in the stock market at once. This is a natural way to ensure that even when you're buying high, you're also able to take advantage of some of the market dips. 3) Maintain a clear,
long-term strategy The further you can stretch your investment goals, the easier it is to look beyond short-term volatility. Too many investors get scared and sell when the market takes a recession. This is a safe-fire way to lose money in the long run. Instead, the best approach is to understand risk tolerance, allocate the
portfolio in an appropriate risk manner, and walk out dips into the market. Having a long-term plan helps eliminate emotions from investments. And emotion is an investor's greatest enemy. By keeping your money in the market through dips, you are able to increase your savings with compound interest. Sam here. One of
the tricks that helped me stay in class is thinking about investing for my kids. In 20+ years, the long-term trend should smooth out and these short-term sell-offs will be just small blips. Finally, remember that the market is more likely to go up than down. Over the past 40 years, markets have reached positive yields ~ 75%
of the time. Consider alternative investments If you don't like the daily volatility of the stock market, consider in alternative investments, such as real estate, venture debt, private capital, and agricultural land. Long-term alternative assets, such as agricultural land, have many benefits, including reducing overall portfolio
volatility, mitigating risks and providing passive income. Learn more about FarmTogether's investment opportunities in farmland or sign up for an account today. It is free to up and explore. Sam's Thoughts Thank you to FarmTogether for sharing their thoughts on managing uncertainty and thinking about the future.
Personally, I have slowly been allocating more of my investment capital to alternative investments. I really dislike volatility, and would rather invest in a private investment that doesn't have a daily price update. Ideally, my private investments generate a positive IRR over a number of years and surprise me with a nice
balloon payment. Once you start investing regularly in alternative long-term investments, these surprises become much more regular. One of the goals of having money is to be able to stop thinking about money. I want to live my life with minimal financial distraction. Investing in long-term alternative investments helps me
achieve this goal. My gross investment allocation is 40% real estate, 25% stocks, 20% bonds, 10% alternatives, and 5% risk-free. My goal is to increase alternatives to 15% and easily reduce real estate to 35% in 2021 by increasing my total investment pie. Shares and bonds are expensive. Meanwhile, cash yields are so
low because interest rates have been lowered. Therefore, the most promising investment opportunity in 2021 is, in my opinion, alternative real estate or real estate investments. Related: Definitive Guide to Agricultural Lands Investing Readers, what are some of your thoughts to invest in 2021? What kind of opportunities
do you see? are you planning to position your investment portfolio? Is the daily scholarship rally setting us up for disappointment? Or do you think investments could work very well in 2021? 2021?
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