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We share how being too passive, or too active, can negatively 
impact your financial life - especially during periods of market 
volatility.

We’ve talked about it before. When it comes to investing, most people fall into one 
of two camps: self-managed or professionally-managed. And for the investors that 
are in the self-managed camp, there are two common pitfalls to this approach: Their 
investment style is either too passive or too active.

TOO PASSIVE: 
TARGET DATE FUNDS AND ROBO-PLATFORMS
The too-passive investor might rely on target date funds or robo-platforms to 
manage the majority of  their portfolio. Both of these solutions provide equity-heavy 
portfolios that become high-risk when markets turn volatile, and the robo-platforms 
- in particular - have not been tested during a significant market correction. 

TOO ACTIVE:  
EMOTIONALLY-DRIVEN INVESTING
The too-active investor is likely to fall into emotional traps, like trying to time the 
market or buying and selling based on “FOMO”. Research has shown that these 
types of traps make individual investors underperform the market over the long 
haul: In the 20-year period ending December 31, 2017, the S&P 500 had an annual 
average return of +7.20% while the average equity fund investor had an annual 
average return of just +5.29%1. 

1  DALBAR, 2018 QAIB Report

ACTIVE 
MANAGEMENT: 

The Right Amount Can Make  
All The Difference

https://www.ctsfinancialgroup.com/content/uploads/ProVsSolo.pdf
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THE RIGHT AMOUNT, AND TYPE, OF ACTIVE 
MANAGEMENT CAN BE CRITICAL
When most people think of “active management” from a financial 
advisor, they think about stock picking or trying to identify companies 
that will outperform the stock market during a given period. 

In reality, however, this is a very small part of  what a professional 
financial advisor does.

At its core, active management from an advisory team can be thought 
of  as a second set of  eyes that help guide your investment and 
diversification strategy. This team uses some of the same exact funds 
that you would use through a robo-platform, but the key difference 
is that you have a human determining how much market exposure is 
prudent considering your tolerance for market risk, your long-term 
objectives, and the prevailing economic environment.

And, a financial advisor’s advice is not just limited to what you invest 
in, but also in determining how  your funds should be invested. That is 
to say, your advisor can help determine if  a 401(k), 403(b), traditional 
IRAs, SEP IRA, or other savings vehicle is most efficient for you and your 
unique investment goals. If  you already have several of  these accounts, 
they can look to see if  opportunities exist to combine accounts. And 
while it sounds silly, “losing” retirement accounts is a very real risk for 
many people: in 2019, the Government Accountability Office estimated 
that in just 17 states there was a combined $35 million in unclaimed 
retirement accounts.2  

A professional advisor, most of  all, can help you feel more organized 
about your financial life, by documenting what you own, why you own it, 
and what opportunities exist to enhance your overall financial strategy.

For all of  these reasons, the work done by a professional advisor like 
CTS Financial Group falls somewhere in between purely-active and 
purely-passive management. And while we are biased, we feel that this 
model provides our clients with a “best of  both worlds” approach for 
managing their financial wellbeing. More simply put, it’s the efficiency 
of passive investing with the risk controls that come from active 
management.

2 GAO, Federal Action Needed to Clarify Tax Treatment of Unclaimed 401(k) Plan Savings 
Transferred to States
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A TRUSTED PARTNER, GUIDING EACH 
PIECE OF YOUR FINANCIAL LIFE
Not limited to just stock and bond markets, a fiduciary 
financial advisor is someone that helps guide all pieces of 
your financial life. This means that while your retirement 
portfolio is a key component of  the relationship, their 
guidance extends to tax strategies, personal finance, estate 
planning, and beyond. With the markets and general life in a 
state of  upheaval right now, having a second set of  eyes on 
big financial decisions can feel like a really good thing.

OPEN FOR BUSINESS AND READY TO 
SUPPORT YOUR JOURNEY
If  this sounds like a good model for you and your family, we 
invite you to connect with our team. While Illinois is currently 
under stay-at-home guidance from State health officials, our 
team of financial advisors and tax professionals remain ready 
to assist you.

Through a web meeting or phone call, we can provide a 
second opinion on your current portfolio, and let you know 
what opportunity may exist during these unprecedented and 
challenging times.

Regardless of the path that you take with your financial life, 
we wish you and your family all the best.

Disclosures

CTS Financial Planning, Inc. (“CTS”) is an SEC registered investment adviser with its principal place of business in the State of Illinois. Registration does not imply a certain level of skill or training. 
For information pertaining to the registration of CTS, please contact CTS or refer to the Investment Adviser Public Disclosure web site (www.adviserinfo.sec.gov). For additional information about 
CTS, including its fees and services, please send us a written request for our disclosure brochure. This article is provided for informational purposes only. The information contained herein should 
not be construed as the provision of personalized investment advice. Information contained herein is subject to change without notice and should not be considered as a solicitation to buy or sell 
any security. Past performance is no guarantee of future results. Investing in the stock market involves the risk of loss, including loss of principal invested, and may not be suitable for all investors. 

An index is a portfolio of specific securities whose performance is often used as a benchmark in measuring the performance of a specific asset class. Any references to a benchmark index are included 
for informational purposes only as it is not possible to directly invest in an index. The historical performance results of each index do not reflect the deduction of transaction and custodial charges, 
nor the deduction of an investment management fee, the incurrence of which would have the effect of decreasing indicated historical performance results. It should not be assumed that your account 
performance or the volatility of any securities held in your account will correspond directly to any comparative benchmark index. 

This article contains certain forward-looking statements which indicate future possibilities. Actual results may differ materially from the expectations portrayed in such forward-looking statements. 
As such, there is no guarantee that any views and opinions expressed in this article will come to pass. Additionally, this article contains information derived from third party sources. Although 
we believe these sources to be reliable, we make no representations as to the accuracy of any information prepared by any unaffiliated third party incorporated herein, and take no responsibility 
therefore. For information about your particular account holdings, please review the statements you receive directly from the custodian of your accounts or contact us. All expressions of opinion 
reflect the judgment of the authors as of the date of publication and are subject to change without prior notice.
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