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Managing Risk With Diversification
Diversification is a fundamental aspect of risk management and plays a
critical role in building an investment
portfolio.

When you first considered investing,
it probably seemed like a good idea
to focus heavily on what worked best
for you from the beginning. If stocks
from a particular company brought
you high yields, why not double up
on your original investment? The
answer is diversification. It may
seem counterintuitive, but diversification is a fundamental aspect of risk
management, and plays a critical role
in building an investment portfolio.
Effective diversification requires more
than just purchasing a random
bundle of investments. Otherwise,
your investment may all move in the
same direction in both up and down
markets. Instead, investors might
want to consider selecting securities
that do not all move in correlation to
each other. The U.S. Securities and
Exchange Commission advises investors to diversify1 by asset category
and within the asset category.

Diversify by Asset Categories
Asset allocation is the practice of
dividing up your investment capital
among different asset categories.
This covers three main asset classes:
stocks, bonds and cash. Some financial advisors consider this separate
from diversification.
Even so, the fundamental principle is
the same and can be used in tandem
with company-specific or industryspecific diversification.
While asset allocation may help to
manage market risk, it does not
provide a guarantee against market
losses. It seeks to provide a cushion
against market volatility2.
Diversify Within Asset Categories
When it comes to diversifying within
asset categories, financial advisors
focus on spreading out stock among
different types of companies. There
are also different types of bonds to
consider.
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Yes, the portfolio may, at times, yield lower
returns than those from investors who decide
to specialize.

Source/Disclaimer:
This material is for general information only
and is not intended to provide specific advice
or recommendations for any individual. There
is no assurance that the views or strategies
discussed are suitable for all investors or will
yield positive outcomes. Investing involves
risks including possible loss of principal.
Required Attribution:

Putting These Concepts to Work

There is no guarantee that a diversified portfolio will enhance overall returns or outperform a
non-diversified portfolio. Diversification does
not protect against market risk. This material
was prepared by LPL Financial, LLC

So, what steps can you follow to manage risk,
especially as you draw closer to retirement?
Here are a few tips to consider:

1. https://www.investor.gov/additionalresources/general-resources/publicationsresearch/info-sheets/beginners-guide-asset

Choose Investment Style: I nvestment
styles further affect how you diversify your
portfolios, so be sure to find one that
works for you. Some of the most common
options include small-cap versus large-cap,
sector vs. industry, growth vs. value and
domestic vs. foreign.
Determine Asset Allocation: Deciding
how much of your capital to invest in each
category depends on a number of factors,
such as your personal ability to tolerate
risk and how soon you may need to liquidate investments. As an example, younger
people may want more risk exposure,
while people closer to retirement may want
to err on the side of caution.

Overall, your general appetite for risk determines how best to diversify your investments.

2. https://www.forbes.com/sites/
wadepfau/2016/11/03/how-doesdiversification-actually-work/
#4b34efd37a4d
3. https://www.bankrate.com/investing/
diversification-is-important-in-investing/

Tag Accounting Tax Tips


Personal Exemption Rate is reduced to zero through 2025.



Standard Deduction Increase:
*Single and Married Filing Separately returns is $12,400
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Social Security
Tip

*Head of Household returns is $18,650
*Married Filing Jointly and Qualifying Widow(er) is $24,800
(the additional amounts for being over 65 or blind will still be allowed)


The Child Tax Credit (CTC) is $2,000 for 2020. The modified
adjusted gross income threshold where the credit is phased out is
$400,000 for joint filers and $200,000 for all others; so many tax
payers will be able to claim this credit. The maximum age for an
eligible child for the credit remains 16 (at the end of the tax
year).



New credit for other dependents (ODC) A $500 credit is available
for dependents who do not qualify for the CTC. Most dependents
listed on the tax return who do not qualify for CTC will now
qualify for the smaller ODC, including parents who are claimed as
dependents.



Changes to Itemized Deductions:

Approximately 70 million
Americans will see a 1.3 percent
increase in their Social Security
benefits and Supplemental
Security Income (SSI) payments
in 2021. Federal benefit rates
increase when the cost-of-living
rises, as measured by the
Department of Labor’s Consumer
Price Index (CPI-W).

*State and Local Taxes– There is a cap on the deduction for
state and local taxes paid. The deduction for state and local
income taxes, real estate taxes, and personal property taxes
combined is limited to $10,000 per return.

The CPI-W rises when inflation
increases, leading to a higher cost
-of-living. This change means
prices for goods and services, on
average, are a little more
expensive, so the cost-of-living
adjustment (COLA) helps to offset
these costs.

*Deductions for Employee Business Expenses Eliminated–
Employees no longer are able to offset their taxable income by
common business expenses they incur. (This change under
the TCJA does not affect self-employed individuals.)

The maximum amount of earnings
subject to the Social Security tax
(taxable maximum) will increase
to $142,800.

*Medical– For taxpayers of all ages, the deduction threshold
for medical expenses is 7.5% of AGI.



Cost of Living Adjustment
(COLA) Information-2021

Standard Mileage Rate– the 2020 standard mileage rate is 57.5
cents per mile for business miles.

Valuable Verbiage

Acquisition

An Acquisition is when one company purchases most or all of another
company’s shares to gain control of that company. Purchasing more
than 50% of a target firm’s stock and other assets allows the acquirer
to make decisions about the newly acquired assets without the
approval of the company’s other shareholders. Acquisitions, which are
very common in business, may occur with the target company’s
approval, or in spite of its disapproval. With approval, there is often a
no-shop clause during the process.

The earnings limit for workers
who are younger than "full"
retirement age (see Full Retirement Age Chart on the Social Security Administration Website) will
increase to $18,960. (They deduct
$1 from benefits for each $2
earned over $18,960.)
The earnings limit for people
reaching their “full” retirement
age in 2021 will increase to
$50,520. (They deduct $1 from
benefits for each $3 earned over
$50,520 until the month the
worker turns “full” retirement
age.)
There is no limit on earnings for
workers who are "full" retirement
age or older for the entire year.
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Creamy Shrimp Pasta Primavera
Ingredients:

1/2 (8 ounce) package of spaghetti

3 tablespoons olive oil, 1/4 cup chopped onions

1 large clove garlic, minced

1/3 cup sliced fresh mushrooms

1/4 cup chopped red bell pepper

1 pound uncooked medium shrimp, peeled, and deveined

1 splash white wine (optional)

1 pinch dried oregano (optional)

1/2 cup heavy cream, or to taste

3 tablespoons butter

1 tablespoon all-purpose flour

1 pinch salt and ground black pepper to taste

1 tablespoon freshly grated Parmesan cheese, or to taste (optional)

1 tablespoon chopped fresh basil, or to taste (optional)
Directions:

Bring a large pot of lightly salted water to a boil. Cook spaghetti in the boiling water,
stirring occasionally, until tender yet firm to the bite, about 12 minutes. Drain.

Meanwhile, heat olive oil in a skillet over medium heat. Add onions and cook until soft
and translucent, about 5 minutes. Add garlic and cook until fragrant, about 30 seconds. Stir in mushrooms and bell pepper; cook until bell pepper has softened and
mushrooms are lightly browned, 3 to 5 minutes. Add shrimp, white wine, and oregano. Cook until shrimp are almost cooked through and turning pink, 3 to 5 minutes.

Add cream and butter. Simmer, stirring constantly, for 8 minutes. Add cooked spaghetti, mix to combine, and turn off heat. If cream sauce is to thin, thicken with flour.
Season with salt and pepper and sprinkle with Parmesan cheese and basil. Enjoy!

