
If you are concerned about market risk — and you should be — it’s probably worth having a 
refresher on diversifi cation. 

I think there are at least fi ve useful forms of diversifi cation.

Diversifi cation across asset classes

Diversifi cation across asset classes is probably 
the most popular form of diversifi cation. Stocks 
versus bonds versus crypto versus gold versus 
ostrich farms versus collectibles versus art, etc. 
In short, you are owning asset classes that, 
hopefully, are not 100% correlated with each 
other.  Thus, when one asset class is tanking, 
your chances increase of owning an asset class 
that is doing well. 

Diversifi cation within asset classes 

This form of diversifi cation focuses on an individual asset class. For example, within equities, you 
own large cap, small cap, midcap, international, growth, value, sectors, etc. In bonds, you might own 
short term, intermediate term, and long-term bonds, corporates and treasuries, convertibles and high 
yield. Again, the aim is to own various investments within the same asset class that are not perfectly 
correlated.

Diversifi cation across time

The third form of diversifi cation is diversifi cation across time. One form of time diversifi cation is 
dollar-cost averaging in which individuals invest a regular amount of money in their investments over 
some regular interval of time, regardless of market conditions. Another form of time diversifi cation 
is dividend reinvestment, which forces investors to invest on a quarterly basis. I think time 
diversifi cation is an underrated form of diversifi cation because it strips emotion from the decision-
making process and eliminates that dangerous urge to market time.

Diversifi cation across strategies

I think it is a good idea to have a core investment strategy. Having a core investment strategy builds 
discipline into an investment program, and that’s important. However, no investment strategy works 
in every market environment, which is why it is a good idea to introduce different approaches in an 
investment portfolio. For example, perhaps your core strategy is growth at a reasonable price. It may 
make sense to add another strategy at the margins, perhaps a contrarian strategy. The idea is to bring 
into a portfolio various styles and strategies that are not necessarily correlated with one another.
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Diversifi cation across money managers

Related to diversifi cation across strategies is diversifi cation across money managers. Money managers 
usually have a singular approach to investing. Some may be dividend focused. Others may be 
momentum managers. Still others look for deep value. Diversifi cation across money managers should 
bring together a number of noncorrelated approaches that can enhance portfolio diversifi cation. 

One fi nal point about diversifi cation. Proper diversifi cation doesn’t mean you must have exactly 
the same percentages in U.S. stocks and international stocks, or growth stocks and value stocks, or 
growth strategies and value strategies. It’s perfectly fi ne to have a tilt in one particular direction. But 
concentration – whether it is a singular focus on a type of stock or strategy – will boost the risk profi le 
of your portfolio.

Diversifi cation has been called “the only free lunch” in investing for a reason. Controlling risk via 
proper diversifi cation will go a long way to keeping you in the game and, therefore, maximizing the 
power of time in an investment program.
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An investment in this strategy involves the risk of loss. Investment return and principal value will fl uctuate so that the investment, 
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mine which securiƟ es to buy or sell.

7412 Calumet Ave
Hammond,  IN  46324-2692

1-800-711-7969
www.HorizonInvestment.com

ITGDIVY-B5



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Off
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages false
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings true
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams true
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Remove
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile (Color Management Off)
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth 8
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.33333
  /EncodeColorImages true
  /ColorImageFilter /FlateEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth 8
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 10.00000
  /EncodeGrayImages true
  /GrayImageFilter /FlateEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages false
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 300
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile (None)
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName (http://www.color.org)
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>
    /DEU <>
    /FRA <>
    /PTB <>
    /DAN <>
    /NLD <>
    /ESP <>
    /SUO <>
    /ITA <>
    /NOR <>
    /SVE <>
    /ENU (Use these settings to create PDF documents suitable for reliable viewing and printing of business documents. The PDF documents can be opened with Acrobat and Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [2540 2540]
  /PageSize [612.000 792.000]
>> setpagedevice


