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Sound Portfolio Strategy

For many years now, my family has taken an annual trip to the beach. North Carolina’s Outer Banks
region has been the popular destination of choice for some time. Each year, my father takes time to
map out a road route. His strategy is to get from point A to point B without getting lost. The family
also discusses the best departure time based on past experience. Their strategy? To avoid as much
traffic as possible.

In the same vein, a retailer such as Wal-Mart almost certainly strategizes each year about its inventory
for the Christmas season. They want to stock in appropriate amounts and carry what they believe will
be the hottest-selling items. These decisions (and many more to be sure) help to create maximum
profitability during the strongest retail season.

Shouldn’t investors also have a sound strategy for managing their investment portfolios? The decisions
made in this regard can have lasting impacts on an individual’s future financial well-being and his or
her ability to attain financial goals and objectives. All too often, individual investors lack a well-crafted
portfolio strategy, and if you ask them what they own or why they own it, you’re liable to be answered
with silence. Individual investors can also be prone to taking advice, whether from friends or family
members or the media, without context. I'd like to suggest an approach, summarized below, that is
multi-level and designed to reduce unintended risk.

Macro Strategy

By now, most folks who follow the world of finance know about the significant crisis facing the
Eurozone, from sovereign debt to failing banks. For months now, the stock market’s direction has
hinged not on the fundamental financial positions of corporations, which largely impact the market’s
long-term direction, but on every macro headline, including those emanating from Europe and other
sovereign nations who are facing severe debt and deficit issues. Given the impact these event risks can
have on the market in the short term, investors may consider a portfolio strategy that begins by taking
these macro indicators and trends into account. In this way, tactical investors can implement portfolio
changes that may reduce risk during times of heightened uncertainty. Macro themes to monitor may
include, for example, monetary and fiscal policy decisions, trends related to consumer confidence or
technical indicators.

Asset Class & Sector Strategy

Having reasoned through a “big picture” strategy, investors may then consider asset classes and
sectors they find most attractive. In early phases of economic recovery and expansion, more cyclically
sensitive investment themes have historically delivered strong returns. In these instances, investors
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may favor stocks over bonds or, from a sector perspective, industrial and materials investments.
During periods of economic contraction, such as the one we recently experienced, an investor may
seek to reduce portfolio risk by allocating more of his or her portfolio to fixed income investments or
more defensively-oriented economic sectors such as consumer staples or utilities. If an investor
believes in strong future growth from emerging economies, emerging market investments may be
considered. Each asset class and sector decision, it can be reasoned, should be derived from the
investor’s macro perspective.

Investment Level Strategy

The final level of portfolio strategy would then be selecting the individual investments to construct the
portfolio. Investors sometimes fall victim to making the investment level decision the first step in their
process. If Jim Cramer likes a particular stock, for instance, an investor can fall prey to buying the stock
without considering if he or she favors equities or that specific sector. Here again, the dispensation of
financial advice must be taken in context. If purchasing equities, does the investor choose stocks,
exchange-traded funds (ETFs), mutual funds or another vehicle? And what of fixed income — buy ETFs,
mutual funds or individual bond positions, and what type(s) of bonds? These are among the final
decisions to be made, and the advantages and disadvantages of each investment should be thoroughly
reviewed, as well as consideration given to how investment types may complement one another.
Investment level decisions should only be made after satisfactory due diligence and the deliberation of
an exit strategy if the investment does not perform as expected.

The strategies described here do not suggest that investors can prosper by making changes that
significantly alter the strategic design of their portfolios, because market risk cannot be wholly
diversified away. As well, each investor should always maintain a diversified portfolio and a
perspective on his or risk tolerance. Rather, this approach may allow investors to work from a macro
to a micro level to help assist in investment decisions rather than the reverse. Investing in today’s
environment can be complex, where changes are swift. For those so inclined, seeking the advice of a
professional may be instrumental in helping to develop a sound portfolio strategy that takes multiple
variables into account but that is not swayed by the day-to-day machinations of a stock market that
bends to no one.

Investing in fixed income securities involves certain risks such as market risk if sold prior to maturity and credit risk, especially if investing in
high yield bonds, which have lower ratings and are subject to greater volatility. All fixed income investments may be worth less than original
cost upon redemption or maturity.

Investments that are concentrated in a specific sector or industry may be subject to a higher degree of market risk than investments that are
more diversified.

Stocks offer long-term growth potential but may fluctuate more and provide less current income than other investments. An investment in
the stock market should be made with an understanding of the risks associated with common stocks, including market fluctuations.

Investing in foreign securities presents certain risks not associated with domestic investments, such as currency fluctuation, political and
economic instability, and different accounting standards. This may result in greater share price volatility. These risks are heightened in
emerging markets.

This article was written by Shawn Berwager, Portfolio Consultant with Econ Wealth Management, and provided courtesy of Steve
Economopoulos, CFP®, ChFC®, Managing Principal and PIM Portfolio Manager with Econ Wealth Management. Investment products and
services are offered through Wells Fargo Advisors Financial Network, LLC (WFAFN), Member SIPC. Econ Wealth Management is a separate
entity from WFAFN.

Investments in securities and insurance products are: NOT FDIC-INSURED/NOT BANK- GUARANTEED/MAY LOSE VALUE.




<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /None

  /Binding /Left

  /CalGrayProfile (Dot Gain 20%)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.4

  /CompressObjects /Tags

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.0000

  /ColorConversionStrategy /CMYK

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType false

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Apply

  /UCRandBGInfo /Preserve

  /UsePrologue false

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 300

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /DCTEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG

  /ColorACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /ColorImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 300

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /DCTEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG

  /GrayACSImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /GrayImageDict <<

    /QFactor 0.15

    /HSamples [1 1 1 1] /VSamples [1 1 1 1]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /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 ()

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName ()

  /PDFXTrapped /False



  /CreateJDFFile false

  /Description <<



    /BGR <>

    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>

    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>

    /CZE <>

    /DAN <>

    /DEU <>

    /ESP <>

    /ETI <>

    /FRA <>

    /GRE <>



    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)

    /HUN <>

    /ITA <>

    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>

    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>

    /LTH <>

    /LVI <>

    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)

    /NOR <>

    /POL <>

    /PTB <>

    /RUM <>

    /RUS <>

    /SKY <>

    /SLV <>

    /SUO <>

    /SVE <>

    /TUR <>

    /UKR <>

    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)

  >>

  /Namespace [

    (Adobe)

    (Common)

    (1.0)

  ]

  /OtherNamespaces [

    <<

      /AsReaderSpreads false

      /CropImagesToFrames true

      /ErrorControl /WarnAndContinue

      /FlattenerIgnoreSpreadOverrides false

      /IncludeGuidesGrids false

      /IncludeNonPrinting false

      /IncludeSlug false

      /Namespace [

        (Adobe)

        (InDesign)

        (4.0)

      ]

      /OmitPlacedBitmaps false

      /OmitPlacedEPS false

      /OmitPlacedPDF false

      /SimulateOverprint /Legacy

    >>

    <<

      /AddBleedMarks false

      /AddColorBars false

      /AddCropMarks false

      /AddPageInfo false

      /AddRegMarks false

      /ConvertColors /ConvertToCMYK

      /DestinationProfileName ()

      /DestinationProfileSelector /DocumentCMYK

      /Downsample16BitImages true

      /FlattenerPreset <<

        /PresetSelector /MediumResolution

      >>

      /FormElements false

      /GenerateStructure false

      /IncludeBookmarks false

      /IncludeHyperlinks false

      /IncludeInteractive false

      /IncludeLayers false

      /IncludeProfiles false

      /MultimediaHandling /UseObjectSettings

      /Namespace [

        (Adobe)

        (CreativeSuite)

        (2.0)

      ]

      /PDFXOutputIntentProfileSelector /DocumentCMYK

      /PreserveEditing true

      /UntaggedCMYKHandling /LeaveUntagged

      /UntaggedRGBHandling /UseDocumentProfile

      /UseDocumentBleed false

    >>

  ]

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



