Grow Your Wealth with Peace of Mind

Q3 2004: Diversification at Work!

By Gil Hanoch, October 6, 2004

US Stock funds with diversified positions lost 2.76% percent in the third quarter, based on preliminary
figures from fund-research firm Lipper.

A portfolio of globally diversified stock funds (Long-Term Component by Quality Asset Management -
QAM) achieved positive returns of 3.58%. If you are thinking that sophisticated prediction of the
guarter was involved, you are giving too much credit to Dimensional Fund Advisors (the mutual fund
company) or QAM. These are mutual funds that hold over 6,000 companies throughout the world,
representing the different asset classes. Similar to index funds, they include all stocks that fall into set
criteria that define the asset class, with no preference to one over the other.

What is the secret, then? Simple global diversification. As you can see in the chart below, different
asset classes went up at different times. Specifically, emerging markets showed high returns, while
international stocks went slightly higher, all which offset the negative performance of US stocks for the
quarter.
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Past performance may not be indicative of future results. Simulated data was used for periods prior to the
inception of mutual funds (see Performance Data Disclosure at http://www.qualityasset.com/disclosure.htm).
Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product made reference to directly or
indirectly in this article, will be profitable, equal any corresponding indicated historical performance level(s),
or be suitable for your portfolio. Due to various factors, including changing market conditions, the content
may no longer be reflective of current opinions or positions. Note that services are limited to investment
advice and do not include financial planning and/or non-investment related consultation services. You
should not assume that any discussion or information contained in this article serves as the receipt of, or as
a substitute for, personalized investment advice from Quality Asset Management. If you have any questions
regarding the applicability of any specific issue discussed above to your individual situation, you are
encouraged to consult with the professional advisor of your choosing. A copy of our current written
disclosure statement discussing our advisory services and fees is available for review upon request.
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