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Diversification

Diversification is all about mixing things up and it applies to various aspects of our lives. As children, we explore a variety of athletic and creative activities. In
our careers, we explore ways to expand our skill set. Even when dining, we spice things up by trying a range of cuisines. For investors, diversification is about
building a portfolio with different asset classes, geographic regions and industries.

Let’s take a look at diversification and why it is important for your portfolio.

Cash, Fixed Income,

and Equities

Cash, Fixed Income, and Equities are the three main asset classes and
each plays a different role in a portfolio:

Cash and
equivalents

Fixed Income

Equities

Short-term and
highly liquid
investments such as
Treasury Bills and
Term Deposits

Key benefits:
Stability, liquidity,
and modest income

Typical goals:
Shorter-term goals
or an emergency
fund

Aloanissued by

a government,
corporation or other
entity

Key benefits:
Steady income,
relative stability and
an income boost
over cash

Typical goals: A mix
of different bond

types can help meet
numerous short- and

Ashare of
ownershipina
company

Key benefits:
Potential long-
term growth,
income growth,
and inflation
protection

Typical goals:
Maximising
growth to meet
long-term goals

Practical ways to diversify your portfolio

Professionally Managed Funds: Consider
investing in a mutual fund or other managed
portfolio thatinvests in a wide range of securities.

RBC’s Investment Opportunities -
RBC’s Roytrin Mutual Funds:

* Money Market Funds

*Income Funds

*Income & Growth Funds

Exchange Traded Funds (ETF): An ETF is a type
of pooled investment security that operates like a
mutual fund. When you buy an ETF, you are buying
hundreds or even thousands of securities that
may cover many asset classes, industries, and
geographic regions.

RBC’s Investment Opportunities -
West Indies Stockbrokers:

You can investin a portfolio of ETFs such as the
Customized Investment Portfolios listed below:

. Balanced - Income Focused

© CHANGE Three benefits of diversification: long-term goals . Balanced - Growth Focused

o Geographical . Growth
PORTFOLIO =) REDUCE RISK The potential for lower volatility in returns while generating stronger long-term growth
Direct investing: Purchase a range of individual
securities (stocks, bonds, treasury bills, and
Exchange Traded Funds) both on the local market

and on international markets.
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The opportunity to build a portfolio aligned with short-, medium-, and long-term goals

Products The ability to direct new investment dollars into the opportunities best aligned with your goals

. ofe - - West Indies Stockbrokers
Diversification can smooth your investment returns

From the chart below, you can see that over the past five years, there were times when equities led market returns and years in which fixed income ®© @
led the market. Cash has never led the market; however, it is also the only asset class that never has a negative return. Investing in a diversified

mix of equities, fixed income and cash, such as the Balanced Portfolio shown in the table, can help steer you through various market conditions @
and help protect you from short-term market declines. Assets that increase in value can compensate for others that may be standing still or

decreasing, thereby helping to reduce risk and smooth out the returns in your portfolio over the long term.

Asset Class Index

US Equities S&P 500 Index

International Equities MSCI EAFE Index

US High Yield Bonds 1CE BofA US High-Yield BB to B Index
Global Bonds FTSE World Government Bond Index
Cash & Equivalents U.S. 30 Day Treasury Bill

Balanced Portfolio
(50% Equities; 45% Bonds; . : T : : : : _ N .
5% Cash) The |nfo.rmat|on‘cf>ntu|ned in th.|s art!cle hqs been prowde<‘i by RBC Flna‘ncml (Ca.rlbbean) Limited. It is for |nformat|on9| purposes on!y and sho.uld nc!t be cor.\strued
as offering specific tax, legal, financial or investment advice and such information should not be relied upon for providing such advice. RBC Financial (Caribbean)
Limited takes reasonable steps to provide up-to-date, accurate and reliable information, and believes the information to be so when printed. Any investment and
economic outlook information contained in this article has been compiled by RBC Financial (Caribbean) Limited from various sources. Information obtained from
third parties is believed to be reliable, but norepresentation or warranty, express or implied, is made by RBC Financial (Caribbean) Limited, its affiliates or any other
person as to its accuracy, completeness or correctness. RBC Financial (Caribbean) Limited and its affiliates assume no responsibility for any errors or omissions.
Information about the products and services described should not be considered an offer to sell to, or a solicitation to buy or distribute such product or services.
Before making aninvestment decision, youshould consult with a qualified financial advisor who can provide advice on the suitability of any investment for you based
onyourinvestment objectives, investment experience, financial situation and needs, or otherrelevant information. Performance is subject to variation and is likely
to change over time due to interest rates, market conditions, tax rulings and other investment factors. Past performance should not be treated as an indicator of
future performance. RBC Investment Management (Caribbean) Limited, West Indies Stockbrokers Limited, RBC Royal Bank (Trinidad & Tobago) Limited and RBC
Trust (Trinidad & Tobago) Limited are separate corporate entities which are subsidiaries of and affiliated with RBC Financial (Caribbean) Limited.

Contact Us

If you would like more information about our investments products, please contact RBC Royal Bank
at 800-1RBC (1722) or West Indies Stockbrokers at 628-WISE (9473) or wiseinfo@wisett.com. We look
forward to assisting you.

An investment cannot be made directly in an index. Index returns do not reflect transaction costs, investment management fees or taxes. If such costs and fees were reflected,
returns would be lower. Past performance is not a guarantee of future results.

Important tip:

As we saw in 2022, there are times when both fixed income and equities struggle, putting a diversified portfolio to the test. During these
times, take a long-term view, stick to your plan and avoid trying to time markets. Discuss your objectives and review your portfolio with
your Investment Specialist at RBC or your Manager - Investment Sales at WISE.




