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• The information in this presentation is for educational purposes only and is not intended to be a 

recommendation to purchase or sell any of the stocks, mutual funds, or other securities that may be 

referenced.  The securities of companies referenced or featured in the seminar materials are for 

illustrative purposes only and are not to be considered endorsed or recommended for purchase or 

sale by BetterInvesting™ National Association of Investors Corporation (“BI”) or the instructors. The 

views expressed are those of the instructors and do not necessarily represent those of BetterInvesting™ 

or NIA.  Investors should conduct their own review and analysis of any company of interest before 

making an investment decision.

• Securities discussed may be held by the instructors in their own personal portfolios or in those of their 

clients.  BI presenters and volunteers are held to a strict code of conduct that precludes benefiting 

financially from educational presentations or public activities via any BetterInvesting programs, events 

and/or educational sessions in which they participate.  Any violation is strictly prohibited and should 

be reported to the President of BetterInvesting or the Manager of Volunteer Relations.

Disclaimer
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Why do we need diversity?

• Diversity is a way to reduce risk while 
improving overall portfolio performance

• Diversity is accomplished by holding 
non-correlated assets
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What does diversity look like?
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Diversify by:
 Total number of companies

 Percentage of each company

 All in different sector and industries

 Size of the companies

What ways can a portfolio be 

diversified?
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Total number of companies

How many stocks are enough?

• No magic number

• Could be as few as five

• Risk reduction diminishes as number increases

• Holding over 20 does little to change risk profile
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How large should each position be?

• Depends on the number of stocks in the portfolio

• 100 /  number of stocks = average holding size

• Average / 2 = minimum size of holding

• Average * 2 = maximum size holding
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Diversity by sector and industry

• Should have representation in five of the eleven 
market sectors

• If you hold more than one company in a sector, 
those companies should be in different industries

• The objective is to hold companies that do not 
compete in the same businesses.
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Diversity by size of company

Better Investing Recommendations

• 25% of portfolio in small companies
(< $1Billion in revenues)

• 50% of portfolio in medium companies
(> $1Billion and < $10 Billion in revenues)

• 25% of portfolio in large size companies
(> $10 Billion in revenues)
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• A portfolio with between 10 – 20 stocks

• No individual stock with less that ½ of the average

• No Individual stock with more than 2 times average

• Representation in at least five sectors

• No holdings in the same industry within a sector

• A blend of small, medium, and large companies
with a focus on medium sized companies

To Recap
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Additional resource

• Presentation by Cy Lynch at the Rocky Mountain 
Chapter 2015 annual meeting:

• http://rmchapter.org/doc/PortfolioCenteredDecisionMaking.mp4
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BetterInvesting

www.betterinvesting.org

Rocky Mountain Chapter

http://rmchapter.org

Ralph Futch
r.futch@rmchapter.org

Questions? Need More Information?

http://rmchapter.org/doc/PortfolioCenteredDecisionMaking.mp4
http://www.betterinvesting.org/
http://rmchapter.org/

