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Portfolio management disciplines, rules, and
procedures that will govern the dynamics of change;
the ongoing investment decision making, action taking
investment selection and portfolio management
processes.
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Investment Portfolio Design, Management, and Performance 
Disciplines, Rules, and Procedures 

Whatever the endeavor, discipline, rules, and procedures can only improve 
performance. 

General (all investors, all portfolios, all of the time)  

 Investment Sectors—Match investment philosophy and style and ‘what is 
working’ in the financial markets in general (such as categorized by broad 
investment classes; bonds, equities, mutual funds, money managers, and 
user defined or by different economic or business investment sectors) with 
an investor’s investment profile; risk tolerances, income/capital growth 
objectives, and investment time horizon. 

 Investment Categories—As a subheading to Investment Sectors, match 
investment philosophy and style and what is working' in specific types of 
bonds, equities, mutual funds, money managers, and user defined 
investments and/or in specific economic/business sectors with an 
investor’s investment profile. 

 Investment Quality—Match to investor's investment risk profile.  
 Investment Database—Potential and recommended investments. 
 Asset Allocation Matrixes—A central investment theme and variations 

on that investment theme to generate different asset allocations for 
different types of investors.  

 Asset Allocation—Match investor investment objectives with the 
appropriate types and numbers of weighted investment sectors and 
weighted underlying investments by investment categories.  

 Investment Diversification—Match investor investing comfort zones and 
time horizons with the appropriate types, numbers, and weightings of 
investment sectors and underlying investments by investment categories.  

 Model Portfolios—Suitable, hopefully timely, investment sectors and 
investments by investment categories for different investment strategies. 

 Cash Investment Portfolios—Create unique investment portfolios that 
match different investors with the correct investments. 

 Blended Investment Portfolios—Blend an investor's existing 
investments with a model portfolio to the extent and when needed, 
desired, or appropriate to bring new investors under one investment 
umbrella.  

o Update existing client's portfolios with current recommended 
investments as opposed to having too many different investment 
portfolios and too many different investments in different investment 
portfolios that were intended for the same or now outdated 
objective. 



 Rebalance Portfolios1—Reset investment portfolios to original 
investment sector and investment weightings to maintain the initial 
structural integrity of investment portfolios. 

o For example, Rebalance Portfolios—two types, 'Basic' and 
'Price/Position'— are powerful investing performance tools: 

 Basic portfolio rebalancing maintains the original match 
between investors' investment profiles (risk and 
income/capital growth objectives) and asset 
class/investment sector weightings and underlying 
investments.  

 Also, as equities do not go straight up or straight down, 
relative price performance valuations change constantly.  

 

 Price/Position Rebalancing—resetting investments to their 
original/previous weightings—helps take advantage of short-
term relative price performance discrepancies by 
distributing/selling portions of investments that are 
outperforming for the moment and accumulating/buying 
more of investments that are underperforming for the 
moment. 

 In effect, Price/Position rebalancing is the continuous 
process of disciplined 'buying low and selling high' 
while accumulating investments that are intended to 
be held for the long term at the best/lowest possible 
price.  

                                                 
1
 See: To Rebalance or Not To Rebalance Is Never A Question @ end of 

document. 
 



 Clearly, a change in fundamentals or a price alert(s) 
set off by an unacceptable variance between current 
price and cost basis could result in a position(s) being 
closed.  

 If you like, increase the weighting of an equity that is 
performing exceptionally well, that is 'going straight up' and 
offset the increased weighting by reducing the weightings of 
other same asset class or same investment sector 
investments before rebalancing to reduce its impact on or 
eliminate it from the rebalancing process. 

 Many advise annual rebalancing.  
 Need and/or benefit rather than time are better ways 

to determine when portfolio rebalancing should be 
done. 

 Basic: When weightings do not match investors' 
investment profiles. 

 Price/Position: When there are significant relative 
short-term investment price variances.  

 Reallocate Portfolios—Set investment portfolios to new selections, 
combinations, and weightings of investment sectors and investments to 
keep investment portfolios competitive as market conditions change. 

o Redistribute current investment capital to modified and or new 
numbers, selections, combinations, and weightings, of investment 
sectors and investments for individual, selected, or global 
investment portfolios. 

 

 

 

 

 

 

 

 



o Holding asset classes, investment sectors, investment categories, 
and investments after a cyclical trend change has occurred has not 
been profitable for investors in the past. 

Though trends change within asset classes, investment sectors, 
investment categories, and investments a summary review of broad 
DJIA cyclical trend changes illustrate the cost of 'buy, hold, and 
forget.' 

Assuming the 25-year portfolio-building time-frame, an investor 
aged 50 during the stock market boom that ended with the crash of 
1929 waited until 1954 just to break even. In real terms, using the 
Consumer Price Index (CPI) to measure inflation, that investor did 
not break even until 1958, at 80 years of age. 

During the immediately preceding bear market cycle in equities that 
started in 1968, the Dow exhibited significant volatility but 
nevertheless ended at 985 in 1982; the same level it attained in 
1968. Because this was a high-inflation period, it would have taken 
until 1995 to break even if the Dow’s performance was CPI-
adjusted. 

Similar cycles can be seen in other asset classes and markets. 
After a 20-year bull market, the Japanese NIKKEI Index peaked at 
38,900 in 1989. Seventeen years later, it is still 56% below that 
high.  

 Trading Portfolios—Suitable, hopefully timely equities for different 
trading strategies. 

o Ruthless cutting of losses. 
o Doing so protects capital and helps force diligent care and patience 

in timing a Buy 
 A careless or impatient Buy, just ‘to be in the market’ may 

force a preventable Sell if trade goes against you.  
 Transaction Management—Accumulate/Buy, Distribute/Sell, Dollar-Cost 

Average, Scale. 
 Price Management—Set investment price and investment sector alerts to 

build and to protect profit. 
o Price Alerts  

 Price and value are seldom aligned, but price will reflect 
value at some point in time; however, no one knows when, 
for how long, and by how much. 

 Therefore, it is imperative, absolutely no exceptions that 
investment price alerts be set to build and to protect profit. 

 The most important decision one makes after the 
decision to 'Buy' (including after accumulation and 




