
In life, balance is everything — whether  
it’s finding time between work and family or  
maintaining a healthy diet. The same goes  
for your investments. Keeping your finan- 
cial portfolio balanced is a smart way to 
stay on track toward your long-term goals, 
even as the markets shift.

That’s where portfolio rebalancing 
comes in. Rebalancing is the process of ad- 
justing your investments — like stocks, 
bonds and cash — so they stay in the right 
mix for your needs. This mix, known as 
your asset allocation, is designed to reflect 
your comfort with risk, your investment 
goals and how long you have until you’ll 
need to use the money for a major life 
event like retirement or the purchase of  
a new home.

For example, let’s say your target 
portfolio is made up of 60% stocks, 30% 
bonds and 10% cash. Over time, as the 
value of each investment changes, your 
portfolio may become unbalanced. If 
stocks have a great year and rise in value, 
they could end up making up 70% of your 
portfolio. That means you’re taking on 
more risk than you originally intended.

To get back to your 60/30/10 target, 
you would sell some stocks and possibly 
buy more bonds or cash investments. This 
helps bring your portfolio back in line 
with your goals.

Markets go up and down. That’s nor- 
mal — but it also means your portfolio 
can shift without your even touching it. If 
you don’t rebalance regularly, you might 
be taking on too much (or too little) risk.

Rebalancing offers several benefits. It 
helps keep your investment plan on track 
and manages your exposure to risk. It also 
encourages disciplined decision-making, 
rather than chasing trends.

It might feel strange to sell investments 
that have been doing well and buy ones 
that haven’t. But this strategy can help you 
“buy low and sell high,” which is one of 
the key ideas behind successful investing.

You may be wondering how often 
you should rebalance your portfolio. 
There really is no one-size-fits-all ans- 
wer. Some people rebalance once a year. 
Others do it more frequently based on 
how far their investments drift from their 
target percentages.

What’s important is that you check your  
portfolio regularly — at least annually —  
and make adjustments when needed. After  
big market movements, whether up or down,  
it’s a good idea to take a closer look.

Keep in mind that if you rebalance by 
selling investments in a taxable account, 
you might owe capital gains taxes. Also, 
some brokers charge fees for trades. But  
if you own similar investments in a re- 
tirement account like an IRA or 401(k), 
you can often rebalance without triggering 
taxes. A financial advisor can help you 
choose the best approach — and may even  
be able to help you avoid or reduce costs.

Your ideal investment mix will 
probably change as your life changes. 
Younger investors might favor stocks 
for growth. As you near retirement, you  
may want to focus more on income and 
stability. Rebalancing helps you adjust 
as your goals evolve.

Think of your portfolio like a car on a 
road trip — regular check-ins and small 
course corrections will help you stay on 
the right path. A financial advisor can 
help you design a strategy that keeps your 
investments aligned with your goals every 
step of the way.
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garding your situation.
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