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One of the first rules individual investors learn about investing is the importance of diversifi-
cation. They can quickly understand the concept of “not putting all your eggs in one basket.” 
However, the recent market environment has been punishing the prudent, diversified investor. 
According to a recent Gallup poll, 54% of investors said they had benefited either “a little” or “not 
at all” from the recent market rally. 

The sharp increase in the U.S. Equity markets has not been followed by the rest of the world’s 
equity markets or other asset classes. As a result, the benefits of diversification have been difficult 
to discern.

When you consider the S&P 500 is up 20.03% this year while a sample hypothetical asset alloca-
tion is up only 7.72%, it is hardly surprising that investors might ask, “Why is my portfolio up 
single digits when the S&P 500 is up double digits?”

The chart above compares a hypothetical asset allocation to the S&P 500 from January 1, 2013 to 
July 19, 2013. 

Financial professionals recognize that the above chart compares apples and oranges but unfor-
tunately, many individual investors think of the S&P 500 and the U.S. equity markets as bench-
marks for their diversified investments. Furthermore, this misconception is often reinforced by 
the media as they highlight the strength of the U.S. stock market. This may drive investors to feel 
they are missing out, and greed may take hold of them. As the annual Dalbar studies show year 
after year, when investors’ behavior is driven by fear or greed, it can be detrimental to their ability 
to reach their long-term goals.

This is where goals-based investing, or what some people call liability-driven investing, should 
be considered. This increasingly popular approach is yet another example of the retail investment 
world borrowing a page from institutional investors’ playbook—trying to manage people’s assets 
so they better match their liabilities. This approach has long been a focus of pension funds. By fo-
cusing on goals rather than benchmarks, investors may have a better chance of staying the course. 
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Diversified Portfolios Are Lagging Behind the Broader U.S. Markets

As of 7/19/2013. Source: Morningstar Direct; All returns include the reinvestment of dividendsPortfolio shown is hypothetical and does not reflect an actual portfolio.
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S&P 500
+20.03%

Sample Allocation
+7.72%

25% S&P 500
10% Russell 2000
15% MSCI EAFE
10% MSCI Emerging Markets
30% Barclays U.S. Aggregate Bond
  5% Barclays U.S. Corporate High Yield
  5% HFRX Global Hedge Fund

Sample Asset Allocation
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The opinions expressed are those of the Clark Capital Management Group Investment Team. The opinions referenced are 
as of the date of publication and are subject to change due to changes in the market or economic conditions and may not 
necessarily come to pass. There is no guarantee of the future performance of any Clark Capital investment portfolio. Ma-
terial presented has been derived from sources considered to be reliable, but the accuracy and completeness cannot be 
guaranteed. Nothing herein should be construed as a solicitation, recommendation or an offer to buy, sell or hold any se-
curities, other investments or to adopt any investment strategy or strategies. For educational use only. This information 
is not intended to serve as investment advice. This material is not intended to be relied upon as a forecast or research. 
The investment or strategy discussed may not be suitable for all investors. Investors must make their own decisions based 
on their specific investment objectives and financial circumstances. Past performance does not guarantee future results. 

Past performance is not indicative of future results. This material is not financial advice or an offer to sell any product. 
The relative strength measure is based on historical information and should not be considered a guaranteed prediction 
of market activity. It is one of many indicators that may be used to analyze market data for investing purposes. The rela-
tive strength measure has certain limitations such as the calculation results being impacted by an extreme change in a 
security price. Not every client’s account will have these exact characteristics. The actual characteristics with respect 
to any particular client account will vary based on a number of factors including but not limited to: (i) the size of the ac-
count; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of investment. 

Clark Capital Management Group, Inc. reserves the right to modify its current investment strategies and techniques 
based on changing market dynamics or client needs. The information provided in this report should not be considered a 
recommendation to purchase or sell any particular security, sector or industry. There is no assurance that any securi-
ties, sectors or industries discussed herein will be included in or excluded from an account’s portfolio. It should not be 
assumed that any of the investment recommendations or decisions we make in the future will be profitable or will equal 
the investment performance of the securities discussed herein. 

Clark Capital Management Group, Inc. is an investment adviser registered with the U.S. Securities and Exchange. Regis-
tration does not imply a certain level of skill or training. More information about Clark Capital’s advisory services can be 
found in its Form ADV which is available upon request.
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While diversification seems to be out of favor, we believe it is still a key investment principal that 
should not be hastily discarded. Keeping your clients focused on their goals generally requires 
continued education on the benefits of meaningful diversification, especially during time periods 
when the performance of one asset class outshines the others.


