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Friends, 

 George Orwell once said, “Whoever is winning at the moment will always seems to be invincible.”  This also 

applies to investments.   

 Market Leapfrog.  It’s extremely rare that market segments which lead in performance in any given year will 

be leading the markets in a subsequent year.  Looking at segments ranging from cash to international stocks to U.S. 

small stocks, one can get a sense of how any one of them can seem to be invincible.  In 2009, emerging market stocks 

as measured by the MSCI Emerging Markets Index achieved a 79.0% gain.  This was the best performing market 

segment that year with developed international stocks as measured by the MSCI EAFE index coming in second place 

at 32.5%.  Emerging markets did manage a strong followup year in 2010 with a 19.2% performance.  However, this 

was the third best performing segment behind REITS (Real Estate Investment Trusts, 27.9%) and small stocks (Russell 

2000 Index, 26.9%).  Developed international stocks came in sixth at 8.2%.  In 2011, emerging markets fell on its face 

with a -18.2% loss.  In a rare strong followup, REITS again lead the way in 2011 with a gain of 8.3% and bonds as 

measured by the Barclays U.S. Aggregate Bond Index was second at 7.8% .    

Spread the wealth. I’m sure if you’ve heard it once, you’ve heard it a thousand times -- a diversified portfolio, 

although not offering a guarantee against loss, helps reduce volatility.  But, what you may not know is that the strategy 

of diversification is as old as the Bible. “Divide your portion to seven, or even to eight, for you do not know what 

misfortune may occur on the earth.”~Ecclesiastes 11:2.   

Even so, diversification can be frustrating.  This is because your brain is terribly designed for investing.  

James Osborne of Bason Asset management describes a few of your brain’s reactions to your own portfolio.   

1. You will always perform worse than the best performing asset class (and you will always compare your 

performance to the best asset class).   

2. You will always hate something in your portfolio.  REITS in 2013?  Short-term bonds for the past few 

years?   

3. You will never have enough of the good stuff.  Most recently, U.S. stocks instead of foreign?  Biotech 

instead of commodities?    

This is why investing is not easy and why successful investors know they have to remain focused on the long 

term.  They don’t get in their own way.  When looking at the outperformance of a particular asset class at any particular 

time, it may be tempting to move assets into that index.  But, what it really means is that you should have been in that 

index before the outperformance occurred.  If you are properly diversified, you are already there.           
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Obligatory disclosures: 

Indices mentioned are unmanaged and cannot be invested into directly. Past performance is not a guarantee of future 

results.  Diversification and asset allocation strategies do not assure profit or protect against loss.  

mailto:rene.ruiz@nexusfinancialsolutions.com
http://www.nexusfinancialsolutions.com/

