
The Importance
of Diversification

Guidelines for portfolio volatility (1960-2001)

Carefully chosen portfolios do a better job of balancing return and risk than most individual asset classes.
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90% Stocks3
10% Bonds

100% Stocks2

80% Stocks
20% Bonds

70% Stocks
30% Bonds

60% Stocks
40% Bonds

50% Stocks
50% Bonds

40% Stocks
60% Bonds

30% Stocks
70% Bonds

20% Stocks
80% Bonds

10% Stocks
90% Bonds

100% Bonds

Average Return1 Largest GainLargest Loss

12.70%
37.58%

-26.39%

12.28%
36.89%

-23.25%

11.87%
36.20%

-20.11%

11.45%
35.51%

-16.97%

11.03%
34.82%

-13.83%

10.62%
34.13%

-10.69%

10.20%
33.63%

-7.54%

9.78%
35.66%

-6.58%

9.37%
37.70%

-6.31%

8.95%
39.73%

-6.74%

8.53%
41.76%

-8.74%

The largest 1-year loss and largest 1-year gain are for a particular year during the period.
1  1960 - 2001, compounded annually, dividends reinvested
2  All stocks measured by S&P 500
3  All bonds measured by U.S. Long-Term Treasury Bond Index
Source: Lipper, Inc.


