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Q:  Sometimes I lose sleep worrying about whether or not my investments are safe.?

A:
 
It depends on what you mean by "safe".  Let us consider two aspects of this.
 
First and most important is the issue of whether or not you are likely to absolutely lose some or all of you money via fraud or very risky "investments."  As happened with Bernie Madoff and several other "advisors", this is not so rare.  The best ways to avoid such a scheme are:
 
· Check out the advisor's credentials and disciplinary history at Finra.org
· Avoid any promises of high returns or even steady unchanging returns that are significantly higher than expected
· Avoid any investments that you cannot easily look up and monitor on a typical investment web site on a daily basis
· Avoid any investments that promise you high returns from a business venture that you do not control directly
· Avoid any investments in which your money is not held by an independent well know custodian such as a major bank, brokerage house, or mutual fund company.
As to the second aspect of "safe," many people consider a drop in principal value as being risky.  For example, if you invest in broad stock markets, you can expect a 20% plus drop in prices about every five years on average.  If you need to take out the money just at that time, then you have had a true loss and the money was not really safe for that purpose over that time period.  However, if you have a longer time horizon of at least ten years, it is likely that you will have a decent return on your investments.
In contrast, keeping money in cash or CDs seems very "safe," in that the return of your principal is fairly certain.  But if you do this year after year, you will have a certain loss in purchasing power due to the effects of inflation and taxes.  So, is that "safe" or not?
Keeping your investments "safe" is a multilayered process.  First, keep a few months of daily expenses in cash or other highly liquid short term fixed income. This might be a short term bond fund or even bank CDs.  Next, keep any funds needed in less than five years in generally stable fixed income as well.  Here, your choices in include short to intermediate term bonds or bond funds, or longer term CDs. Funds that are for the long term of ten years or more should be considered for stock markets with a diversified and low cost approach. Either do the research yourself or get some expert advice on this.  Avoiding the hallmarks of possible criminal or foolish investing as noted above rounds out my prudent recommendations. 

