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How you have your money divided among the major asset classes – 

stocks, bonds, and cash – is called your asset allocation. Keep in  

mind that the cash position of your asset allocation includes money  

in savings and checking accounts, certificates of deposit, and  

money-market instruments.

In the study, “Determinants of Portfolio Returns,”1 findings indicated that asset allocation accounted 
for an average of 78.7% of the variation of returns over a 38-year period from 1970-2008. Security 
selection, timing, and other factors accounted for the rest.

The primary factors in determining an appropriate asset allocation for you are your:

•	 Long-term goals. What you’re investing for – education, retirement, a major purchase, etc.

•	 Time horizon. How long you have to reach your goals – five years, 10 years, 40 years, etc.

•	 Risk tolerance. Your ability to withstand market volatility.

1 Wells Fargo. �e Journal of Wealth Management, Vol. 8, No. 3, “Strategic Asset Allocation and 
Other Determinants of Portfolio Returns,” August 2005, data updated February 2010.

Asset allocation/investment timing cannot eliminate the risk of fluctuating prices and uncertain returns.

Asset Allocation
It’s important to focus on what matters

Factors in portfolio performance

Strategic asset allocation
The long-term base mix of 
assets that can help achieve an 
investor’s long-term goals.

Tactical asset allocation
Slight short-term deviations 
from the strategic asset 
allocation in order to take 
advantage of potential 
differences among assets.

Individual security selection
The selection of securities that 
are likely to perform well in 
the year or years ahead.
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Investment and Insurance Products:

 NOT FDIC Insured  NO Bank Guarantee  MAY Lose Value

Strategic asset allocation 78.72%

Security selection 8.25%

Tactical asset allocation 7.21%

Other factors 5.82%




