
ASSET ALLOCATION#: IT IS TIME FOR A REVIEW
If you’ve ever watched a contestant on the Great British Baking Show 
get it wrong – using salt instead of sugar or choosing a disastrous  
flavor combination – then you know how important it is to choose  
the right mix of quality ingredients. 

Just like choosing the right mix of ingredients, it’s important to  
choose the right mix of assets when investing: 
Too risky, you’ll probably lose sleep. 
Too conservative, you won’t be satisfied with your returns. 

The mix of your portfolio is called Asset Allocation.  Asset allocation  
can be defined as: the process of dividing investments among  
different asset catgories to balance risk and return, in order to help 
an investor attempt to meet their financial goals.1 

Research suggests asset allocation plays a critical role in helping  
investors earn targeted returns and reach their financial goals.   
Morningstar suggests,

“It is fairly widely agreed that asset allocation accounts for most of the variability of return in an investor’s portfolio. Some 
research suggests that 91.5% of the variation between the returns of different portfolios is accounted for by the asset allocation 
decision rather than individual stock or fund picking.”2

Do good stock market years make you more tolerant 
of volatility? 
Asset allocation works well when investors are honest about 
their risk tolerance and stay within their comfort zone. 
Unfortunately, after a relatively stable year, some investors 
may take on more risk than they should.

During 2017, stock market volatility was so low in the 
United States – and gains were so consistent – the Dow 
Jones Industrial Average (Dow) set a record for setting new 
records!3,6 

The Dow wasn’t the only record-setting benchmark index, 
MarketWatch reported:3,6 

 y The Standard & Poor’s 500 Index and MSCI All-Country 
World Index closed at all-time highs on more than 60 
days.3,6 

 y The Nasdaq Composite closed at new highs on more 
than 70 days.3,6

Rebound years can be wonderful for many stock investors, 
but should not be mistaken for normal years. 

*#Please see over page for important disclosures

Your asset allocation should reflect your risk tolerance. 
When markets return to “normal” some investors are startled to be reminded that volatility is normal for stocks.4 No matter 
how calm U.S. stock markets have been in previous years, stocks are a volatile asset class that typically offer higher risk and 
higher potential reward than bonds or cash.5

Recent market performance may have caused the portion of investors’ portfolios that is invested in stocks to increase. As a 
result, investors’ asset allocations may be out of balance, and they may be taking more risk that they’d anticipated. Have you 
considered your asset allocation recently? Call us to review your portfolio or learn more about asset allocation.



*Investing carries an inherent element of risk. No strategy can guarantee a profit or prevent a loss.  
#Asset Allocation does not guarantee a profit or protect against a loss in a declining market.  It is a method used to help manage 
investment risk.  
Registered representative of and Investment Advisor Representative of and securities and investment advisory services offered 
through Brokers Invernational Financial Services, LLC. Member SIPC Brokers International Financial Services, LLC is not an affiliated 
company. Neither Brokers International Financial Services, LLC, McCann Asset Management, nor their representatives provide tax 
or legal advice For answers to specific questions and before making any decisions, please consult a qualified attorney or tax advisor. 
Provided content is for overview and informational purposes only and is not intended and should not be relied upon as individualized 
tax, legal, fiduciary, or investment advice.  Rev 08 22 2019

Sources:
[1] http://www.morningstar.com/InvGlossary/asset_allocation_definition_what_is.aspx
[2] ‘Asset Allocation FAQs,’ Morningstar Direct, accessed July 25, 2018. [http://morningstardirect.morningstar.com/clientcomm/
AAFAQforClientsJuly2013.PDF] and Scott Lummer, Mark Riepe, ‘The Role of Asset Allocation in Portfolio Management,’ Ibbotson 
Associates, page 2, 1994, accessed July 25, 2018.
[3] Ryan Vlastelica, ‘The Dow just set a record for setting records,’ MarketWatch, December 19, 2017, accessed July 25, 2018. [https://www.
marketwatch.com/story/the dow-is-about-to-set-a-record-for-setting-records-2017-12-18] Indices are unmanaged and investors cannot 
invest directly in an index. Unless otherwise noted, performance of indices do not account for any fees, commissions or other expenses 
that would be incurred.  Returns do not include reinvested dividends. The Dow Jones Industrial Average (DJIA) is a price-weighted 
average of 30 actively traded “blue chip” stocks, primarily industrials, but includes financials and other service-oriented companies. 
The components, which change from time to time, represent between 15% and 20% of the market value of NYSE stocks. The Standard 
& Poor’s 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in general.  It is a 
market value weighted index with each stock’s weight in the index proportionate to its market value. The Nasdaq 100 is an index 
composed of the 100 largest, most actively traded U.S companies listed on the Nasdaq stock exchange. This index includes companies 
from a broad range of industries with the exception of those that operate in the financial industry, such as banks and investment 
companies.
[4] Anora M. Gaudiano, ‘Stock market may look calm lately, but volatility remains a threat in 2018,’ MarketWatch, May 17, 2018, accessed 
August 8, 2018. [https://www.marketwatch.com/story/the-heaviest-stock-market-volatility-is-likely-still-to-come-in-2018-2018-05-17]
[5] Shauna Carther, ‘Achieve Optimal Asset Allocation,’ Investopedia, March 8, 2018, accessed August 8, 2018. [https://www.investopedia.
com/managing-wealth/achieve-optimal-asset-allocation/]
[6] Indices are unmanaged and investors cannot invest directly in an index. The Dow Jones Industrial Average (DJIA) is a price-
weighted average of 30 actively traded “blue chip” stocks, primarily industrials, but includes financials and other service-oriented 
companies. The components, which change from time to time, represent between 15% and 20% of the market value of NYSE stocks.
The Standard & Poor’s 500 (S&P 500) is an unmanaged group of securities considered to be representative of the stock market in 
general.  It is a market value weighted index with each stock’s weight in the index proportionate to its market value.
The MSCI ACWI Index is a free float‐adjusted market capitalization weighted index that is designed to measure the equity market 
performance of developed and emerging markets.  The MSCI ACWI consists of 46 country indexes comprising 23 developed and 23 
emerging market country indexes. 
The Nasdaq Composite Index is a market-capitalization weighted index of the more than 3,000 common equities listed on the Nasdaq 
stock exchange. The types of securities in the index include American depositary receipts, common stocks, real estate investment 
trusts (REITs) and tracking stocks. The index includes all Nasdaq listed stocks that are not derivatives, preferred shares, funds, 
exchange-traded funds (ETFs) or debentures.


