
Building a diverse portfolio
Time, patience and making informed decisions

Making sense of today’s market headwinds and building a diverse portfolio should be key priorities for all investors. 
Whether you have a lump sum to invest or want to invest regularly each month, it’s important to know your money is 
working hard for you. 

Growing your wealth is not something that happens 
automatically. It takes time, patience and making 
informed decisions. Whatever your long-term 
wealth priorities are, planning and successful 
investing of your wealth can help you get there. 

DIVERSIFY AND SPREAD RISK
Holding a number of structured products in a 
portfolio not only serves to spread risk, but it can 
also improve the shape of the potential outcomes. 
Portfolios should typically include the main asset 
classes needed to properly diversify and spread 
risk, as well as grow money in line with the 
investor’s attitude and risk tolerance.

The four classes of assets are generally 
considered to be: stocks and shares or equities, 
fixed income or bonds, money market or cash 
equivalents, and property or other tangible assets. 
Depending on your attitude to risk, your portfolio 
may include some or all of these asset types, as 
they have different levels of risk and move in 
different ways relative to one another. There are 

no good or bad asset allocations; you need to find 
the one that’s right for you based on your own 
situation and investment goals.

DIFFERENT GEOGRAPHICAL AREAS
Investors also need to consider holding funds invested 
in different geographical areas, to further spread risk 
and protect them from stock market corrections. 
But this exposes investors to foreign currency risk. 
This means that when sterling is weak, every pound 
invested will buy fewer foreign currency denominated 
investments. However, if investors already have 
overseas investments, lower exchange rates can 
be beneficial, as this will boost values.

BASIC DIVERSIFIED PORTFOLIO
One of the basic building blocks of a solid 
portfolio is investment diversification. Put simply, 
this means investors shouldn’t put all of their eggs 
in one basket. This is the basic principle behind 
asset allocation, which involves spreading money 
across different asset classes and diversifying how 

to allocate money within each sector.
A basic diversified portfolio might include 

several investment categories such as stocks, 
bonds and cash. The allocation to each of these 
broad categories should be based upon the 
investor’s investment goals, their tolerance for 
investment risk, and the time horizon for needing 
to access their investments. 

IMPACT ON FUTURE RETURNS
Investment fees are one of the most important 
differentiators that lead to the eventual outcome 
of an investor’s portfolio valuation. They can eat 
away at even the best-performing investments 
and have a real impact on investment returns.

Over the long term, differences in fees, however 
small, can have a big impact on future returns. Even 
when investment returns are the same, charges 
corrode and eat away at an investment portfolio. 
Investors can’t control the way markets behave, 
but with professional financial advice they can 
definitely control one thing: costs.
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Back to the future
Uncovering what really matters to you is the key to the planning process

Have you ever thought about writing a letter to yourself to describe your ideal future life, long-term life goals and the 
process of how to plan for them? Imagining what you want your life to be like in the long term when you retire will help 
you think much further ahead than you might have done before. Research conducted for a new campaign[1] shows that 
over half (54%) of people plan their lives only days (31%) or weeks (23%) ahead. 

The participants were asked to look deep into 
their future lives in a bid to uncover what really 
matters to them. When asked to write a letter 
to describe their ideal future lives, people were 
very good at imagining it. But many didn’t know 
how they were going to achieve it or how to take 
the next step to build a bridge from now to that 
future self by putting a plan in place to get there. 
 
KEY WELL-BEING ASPIRATIONS
The writing exercise uncovered how people 
really envisage their life in the future. The letters 
illustrate that well-being in old age pivots on 
simple hopes (family, health and happiness) 
rather than extravagant financial ambitions. A 
well-balanced life was a key aspiration for many 
respondents. The letters confirm a clear hierarchy 
of needs and aspirations in life that many of us 

would have expected: family/partner, followed by 
career and financial security, followed by hobbies 
and interests, including friends. 

While a handful of the respondents hope 
for lottery wins or gold medal glory, the 
overwhelming majority express their desire to 
remain healthy and active in old age and to live 
‘comfortably’ with some degree of financial 
security. The letters revealed a nation aspiring to 
much more grounded ambitions: the centrality of 
family, a desire to travel, to learn throughout life, 
and to have fulfilling but balanced careers with a 
good work/life balance.

FAMILY, HEALTH AND HAPPINESS
It’s not surprising that family, health and happiness 
are central pillars for people’s well-being. What 
is surprising is how unprepared most people are 

to achieve the dreams they have described. The 
letters are wonderfully optimistic, but there is a 
reality check. The findings showed that people 
underestimate their required size of pensions pots 
by up to £550,000, while many people who have 
the capacity to save aren’t doing so. 

By using the letter as a catalyst, once you know 
what your goals are, the next step is to plan for 
them. To support the letter writing campaign, a 
study was also commissioned to gauge people’s 
current well-being and life goals[2]. The survey 
indicates a fundamental disconnect between the 
life people aspire to and their life now. 

PREVENTION BARRIERS
The study found over half (54%) of people plan 
their lives only days (31%) or weeks (23%) ahead. 
While 14% of respondents said they plan for years 
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