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DECODING DIVERSIFICATION:  
THE KEY TO INVESTMENT SUCCESS

Long-term investments are essential to building your financial fitness. Michael Dodd, Head 
of Equity at Old Mutual Multi-Managers explains that diversifying your investments is what 

cross-training is to physical fitness.

In risk management, volatility is the rate at which the value of a certain asset class, like equities, bonds, cash 
or property, goes up and down over time. Highly volatile investments can carry a greater risk to achieving 
your financial goals.

HOW DOES TIME HELP?
Time is the most important ingredient when it 
comes to investing. Risky assets, those considered 
more volatile or unpredictable in the short term like 
equities, tend to reap investors better rewards over 
a longer period of time. On the other hand, stable 
assets like cash may offer investors better growth 
in the short term but are unlikely to grow over time. 

HOW DO I DIVERSIFY MY INVESTMENTS?
The trick is to combine more risky and more stable 
assets together to smooth out the market’s ups and 
downs over time. Consider a perfectly balanced portfolio 
for long-term financial goals, for example, the main 
purpose of a Regulation 28 Balanced Fund (the name 
says it all) is to protect the investor by reducing market 
swings, but still ensuring returns over the long term. 

SA BONDS 
Like an IOU, a bond is a 
promise from a corporate 
or a government to pay 
back the investor money 
lent with interest after 
a period of time.

SA EQUITY 
Equities are the smallest 
level of ownership in a 
South African company 
and traded on the JSE.

INTERNATIONAL EQUITIES 
International Equities is the smallest level of 
ownership in foreign companies and traded 
on international markets.

INTERNATIONAL BONDS 
An international bond is a promise from an 
international corporate or governrment of 
another country to pay back the investor 
money lent with interest after a period of time.

AN EXAMPLE OF DIVERSFIED PORTFOLIO
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