
Diversification & Allocation 

Effective wealth management begins with defining your long-term objectives and establishing a strategy to 

achieve them. Investing, then, is one component of an overall wealth management strategy. It’s not the be-all, 

end-all of a financial plan, but understanding its key concepts can help steady you on your financial journey.

Understanding diversification and allocation, for example, can help you remain confident about your long-term 

path, even when market volatility rises. Those two foundational investing concepts are the focus of this entry in 

our Women & Wealth series. 

Goals & Objectives

Diversification and allocation are foundational concepts,  

but even they rest on something more basic: your  

individual goals and objectives. 

As you consider what’s most important to you, several key 

factors should be considered. Time Horizon, Risk  

Tolerance, Investment Income Needs and Tax Sensitivity. 

Depending upon where you place yourself in the  

respective spectrum, will help guide decisions about 

diversification and allocations—as well as other aspects  

of your investment plan. 

Diversification

In any given year, an investment asset—may perform well 

or poorly. If you put all or most of your eggs (aka assets) in 

one basket, and that basket does poorly, you may suffer a 

significant financial setback. That’s especially important as 

you near retirement and have fewer years to recoup losses.

As a concept, diversification is simple: spread your holdings 

among asset classes that have little to no correlation with 

each other. Stocks and bonds are a classic example: stocks 

generally provide more potential for long-term gains, but 

bonds may provide steady income irrespective of stock-

market gains or losses. 

Diversification goes deeper than just stocks and bonds. In 

the broad category of stocks, large domestic companies 

may perform best one year and lag behind small foreign 

companies the next. Therefore, it may be wise to diversify 

within the asset class by size (large cap vs. small cap), region 

(domestic vs. international) or objective (value vs. growth). 

The same holds true for bonds. At times, investors favor 

ultra-safe government bonds and holders of them may 

benefit from not only interest income but also capital 

appreciation as others are willing to pay more for an 

asset they own. At other times—near the other end of the 

spectrum—investors may favor high-yielding bonds from 

companies for which default (as in the case of bankruptcy) 

is unlikely but within the realm of possibility. 

Investment Strategy Considerations to Help Grow Your Wealth:

Figure 1. Goals & Objectives



Portfolio Allocations

Asset allocation is simply the division within an investment 

portfolio among different asset categories, such as stocks, 

bonds, and cash. The process of determining which mix of 

assets to hold in your portfolio is a very personal one and 

largely depends on goals and objectives, which should be 

discussed with your financial advisor. 

The illustration at the top of this page (Figure 2) presents a 

hypothetical portfolio allocation exercise for a $4 million 

investment portfolio. The first panel describes the current 

allocation under review, consisting of about 10% U.S. stocks, 

20.5% non-U.S. stocks, 15% bonds (called “fixed income” (in 

reference to the stream of income they produce at a pre-

established interest rate), and almost 54% cash. 

This portfolio example is heavily tilted to cash. Since 

everyone is different, there might be someone for whom this 

mix of assets is appropriate given, say, needs for short-term 

liquidity and an unusual need to hold stocks of a particular 

foreign country. Positions” panels are then added together  

to form the final allocation, illustrated on the right. 

Here, we see the same $4 million portfolio value—but  

now invested in a mix of assets designed to maximize  

the overall risk-return relationship consistent with the  

client’s goals and objectives. 

Rebalancing 

As a client starts getting closer to their investment goal over 

time, it is necessary to reassess and rebalance one’s portfolio 

allocations. For example, generally most people investing 

as they get closer to retirement age hold less stock and 

more bonds and cash equivalents. You may also need to 

change your asset allocation if there is a change in your risk 

tolerance, time horizon, or goals, in general. 

This is also a great time to reach out to your financial 

advisor to talk about reestablishing your investment goals 

and making changes to any allocations. Your financial 

professional can help you identify potential costs in 

rebalancing like tax consequences and transaction fees. 

Next Steps

Diversification and allocations are core components of any 

investment plan. Understanding the intuition behind these 

concepts can help you be confident about your investment 

plan—whether more conservative or more risk-taking—and 

therefore avoid making emotion-based decisions that can 

work against you. 

Figure 2. Hypothetical Portfolio Allocation Exercise

Calamos Wealth Management LLC (“CWM”) has prepared this report for informational purposes only. The asset allocation and proposed holdings illustrated is not intended 
to be a representation of what CWM would suggest for your specific situation. Each individual’s tax and financial situation is unique. This material is not intended to be relied 
upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or sell any securities or to adopt any investment strategy.



Talk with your financial advisor about these ideas as your 

advisor helps establish your goals and create and implement 

an investment plan. Doing so can enrich your partnership 

with your financial advisor and support your long-term 

success. The more communication, the better.

That goes for all other aspects of the wealth management 

process, too. Our next paper in this series will focus on 

another foundational concept: Risk. Risk plays an essential 

role in overall wealth and financial position. 

Wealth management is a lifelong process. It’s well worth the 

time and effort to become familiar with its core concepts 

and practices. 

Calamos Wealth Management’s “Women & Wealth” initiative was founded by our women advisors to educate  

and empower women through financial independence. Our women (and men) wealth consultants offer a holistic 

approach to wealth management, assessing a client’s unique challenges and retirement goals with consideration of  

their personal values and investment principles. Calamos Wealth Management distinguishes itself from other firms  

by its entrepreneurial-minded culture, which it has established and cultivated since its inauguration.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying degrees of risk, and there can be 
no assurance that the future performance of any specific investment, investment strategy, or product (including the investments and/or investment strategies 
recommended or undertaken by Calamos Wealth Management LLC), or any non-investment related content, made reference to directly or indirectly in this 
newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove 
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions 
or positions. Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute 
for, personalized investment advice from Calamos Wealth Management LLC. To the extent that a reader has any questions regarding the applicability of any 
specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. Calamos Wealth 
Management LLC is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting 
advice. If you are a Calamos Wealth Management LLC client, please remember to contact Calamos Wealth Management LLC, in writing, if there are any changes 
in your personal/ financial situation or investment objectives for the purpose of reviewing/evaluating/revising our previous recommendations and/or services. A 
copy of the Calamos Wealth Management LLC’s current written disclosure statement discussing our advisory services and fees is available upon request. 

Diversification and asset allocation strategies do not ensure a profit and do not protect against losses in declining markets.
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