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What’s In Your Portfolio?

By Jeffrey S. Hahn, ChFc, CLU

You may or may not know that over time investments rotate their leadership role.  So while foreign stocks have been at the top of the leader board the past couple of years, during the past decade we’ve seen small cap, large cap and even bonds take a turn at number one.  

The same holds true from positions from best to worst.  If you look at the chart (source Scudder Investments) you will see that just about every category has gone from worst to first and everywhere in between over time.*
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*The performance data presented here represents past performance.  Past performance does not guarantee future results.  Actual performance may be lower or higher than the performance data quoted.

What does this mean for you?

What it means is that if your portfolio is diversified, you may be in the best position to take advantage of these changes.  Don’t fall victim to the “trendy” pick.  Investing for the long term involves asset allocation, diversification and a sound financial plan.  No matter how large or small your portfolio is, you have choices in how the assets are allocated and to what extent the funds you own offer diversity.  

Asset allocation is important over time.  As you enter into different stages of your life, you may distribute your assets from one category to another.  When your risk changes, the amount invested in any one category should reflect that.  For example, as you near retirement, moving from riskier investments to safer ones may be your approach.  Your financial advisor will work with you to help you determine the mix that is right for you.

Diversifying is smart for many reasons.  Diversification allows you to potentially spread the risk and also allows you to be invested in more of the market.  The chart above clearly illustrates why this is a good thing; you’ll have full advantage of what investments are doing well at any given time.  Even within the funds you own, are they diverse in what they hold?  Evaluate what areas your portfolio is stronger or weaker in.  So in essence, the more diverse your holdings are, you can reap rewards when the bulls are running while not taking a huge hit when the bear awakens.

Do You Know What’s In Your Portfolio?

How long has it been since you reviewed your portfolio?  Have you had any major changes in your life – new job, new house, change in marital status, children?  Has your risk tolerance changed?  Have you reviewed your financial plan as of late?  These questions and more are important in determining how your portfolio should be constructed.  Your financial advisor can help you weigh your risk vs. your needs, goals etc., help you to interpret financial information and work with you to make any modifications that are necessary.  Reviewing your portfolio yearly is a good rule of thumb.  Of course you can make adjustments at any time, but at least once per year, a thorough going over is sound advice.

As much as the prognosticators try, no one can say for sure what the market will do in the future, but with balance you can be prepared to take advantage of whatever the markets may do.  Balance equals asset allocation, diversification and sound financial planning.  Now, do you know what’s in your portfolio?
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Past performance does not guarantee future results.







