If you set your asset allocation at 50% U.S. Large Cap Equities and 50% U.S. Bonds, you have used only two of at least nine possible
asset classes. If those two are out of favor for an extended period, then your portfolio will suffer.
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Note how U.S. Large Cap Stocks (the dark blue boxes below) have been near the bottom from 2003 through 2009. (All percentages are
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Note: Past performance does not guarantee future results.
Source: Morningstar
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In the data shown below, if a target return called for a 7.1% return, a diversified portfolio 4 . . )
. . Risk/Return Comparison
comprised of multiple asset class would have exceeded the goal, whereas a U.S. Large Cap
portfolio would not. 20.0
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* Assuming a five-year time period.
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