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Don’t keep all 
your eggs in 
one basket

Diversify your investments to manage risk
You may have heard the old adage “don’t keep all your eggs in one basket” with regard to investing in your retirement plan, but 
what does it really mean? Does it mean you need to pick many different funds in your plan, and if so, which ones?

This old saying is used as a way to describe the strategy of diversification, which is investing in multiple asset classes at the same 
time, like different stock, bond, and cash investments. This works well because individual asset classes can perform very 
differently from year to year. Some years they perform very well, and in others… not so much. By spreading your savings around 
these different asset classes, you can manage your investment risk and even out the volatility of your portfolio’s performance.

The chart on the right shows how 
different asset classes have 
performed in the past 10 years. For 
example, small US company value 
stocks had some great years and 
some terrible ones (follow the red 
line). If you only invested in that one 
asset class, you would have 
experienced these huge swings in 
performance from year to year.

On the other hand, if you spread your 
savings around multiple asset classes, 
you would have balanced out the 
volatility of your portfolio’s 
performance (follow the green line). 
That’s diversification in action.

Diversification made easy in your retirement plan
You have two ways to use this strategy in your retirement plan. The first is to create a custom-designed portfolio with a mix of
different stock, bond and cash investments. If you’re not sure how to do this, your second option is to choose a target-date fund 
that automatically provides a diversified portfolio designed to be appropriate for you based on your projected retirement date. 
You might think, “Wait, isn’t that putting all my eggs in one basket again?”, but it’s not because you will be investing in multiple 
asset classes within that one investment option. The hard work of designing the portfolio has simply already been done for you.

We’re here to help
Have questions? You can reach a BerganKDV advisor at no additional cost to you. 
No investment strategy, such as asset allocation or diversification, can guarantee a profit or completely protect against loss.
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