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Why diversification pays off
What is the most effective way to increase potential returns over the long term and

reduce the effects of market volatility? The answer is to spread portfolio investments

across geographic boundaries, asset classes and market capitalization. 

Historically, diversification has always paid off 

Consider this table, which compares annual returns over a 20-year period from six different

investment classes. No single asset class led the market year after year. Picking the winning

class ahead of time would have been impossible. The only sure way to consistently include

the top performer in a portfolio is to diversify and invest in all the investment classes. 

Asset class returns: 1982 – 2002*
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Year Small-cap Canadian Canadian International  Cash Large-cap 
Canadian equities bonds equities U.S.
equities† equities

1982 N/A 5.54% 35.36% 3.62% 15.42% 2.03%

1983 N/A 35.49% 11.53% 25.45% 9.62% 23.38%

1984 N/A -2.39% 14.66% 14.20% 11.59% 12.34%

1985 N/A 25.07% 21.23% 65.67% 9.88% 39.57%

1986 N/A 8.95% 14.70% 68.06% 9.33% 17.24%

1987 -5.92% 5.88% 4.04% 17.87% 8.48% -0.72%

1988 9.47% 11.08% 9.79% 18.01% 9.41% 7.21%

1989 15.65% 21.37% 12.81% 7.55% 12.36% 27.66%

1990 -21.17% -14.80% 7.54% -23.20% 13.48% -3.02%

1991 11.59% 12.02% 22.14% 12.05% 9.83% 30.07%

1992 9.66% -1.43% 9.85% -3.01% 7.08% 18.49%

1993 48.25% 32.55% 18.13% 38.42% 5.50% 14.52%

1994 -8.60% -0.18% -4.31% 14.50% 5.36% 7.32%

1995 13.88% 14.53% 20.67% 8.51% 7.39% 33.73%

1996 28.66% 28.35% 12.26% 6.83% 5.02% 23.62%

1997 6.97% 14.98% 9.65% 6.51% 3.18% 39.04%

1998 -17.90% -1.58% 9.17% 28.75% 4.73% 37.75%

1999 20.29% 31.71% -1.15% 20.15% 4.66% 14.18%

2000 7.31% 7.41% 10.25% -10.71% 5.47% -5.54%

2001 3.44% -12.57% 8.08% -16.31% 4.72% -6.42%

2002 -0.93% -12.44% 8.73% -16.69% 2.52% -23.08%

*Source: Standard & Poor’s Micropal® ©Micropal, Inc. (2002) 1.800.596.5323 http://www.micropal.com
Small-cap Canadian equities: Nesbitt Burns Small Cap Index; Canadian equities: S&P / TSX Composite Index; Canadian
bonds: Scotia Capital Universe Bond Index; International equities: Morgan Stanley Capital International Europe,
Australasia and Far East (EAFE) Index; Cash: 91-day Treasury Bills; Large-cap U.S. equities: Standard and Poor’s (S&P) 500
Total Return Index.
All returns are total returns, which include reinvestment of dividends, and are in Canadian dollar terms.
** Please note that an investment cannot be made directly in an index
† Returns for this index do not exist for the years 1982-1986



insights

insights

2

The benefits of diversification
Spreading assets across a wide range of investments offers several advantages:

• Broad exposure – Diversification by geography, asset class and market capitalization

usually provides exposure to areas of high potential returns 

• Reduced risk – Diversification allows for high potential returns, mitigating the 

effect of volatility in any one area

• Peace of mind – Diversification eases the psychological effect of market ups and downs,

essentially taking the emotion out of investing and allowing for rational decision making 

The key to long-term performance

Effective diversification is important to every portfolio. It’s been proven to help reduce

risk, increase potential returns and encourage a long-term perspective. Your advisor 

can help establish and maintain a well balanced, diversified portfolio designed to attain

long-term goals with an appropriate level of investment risk.

5140 Yonge Street, Suite 900, Toronto, Ontario  M2N 6X7

Telephone: 416.590.9855 or 1.800.874.6275
Facsimile: 416.590.9868 or 1.800.631.7008

inquiries@aimtrimark.com  www.aimtrimark.com

The information provided is general in nature and is provided with the understanding that it may
not be relied upon as, nor considered to be, the rendering of tax, legal, accounting or professional
advice. Readers should consult with their own accountants and/or lawyers for advice on the
specific circumstances before taking any action.

Commissions, trailing commissions, management fees and expenses may all be associated with
mutual fund investments. Mutual funds are not guaranteed, their values change frequently and past
performance may not be repeated. Please read the prospectus before investing. Copies are 
available from your advisor or from AIM Trimark Investments.

† AIM, the chevron logo and all associated trademarks are trademarks of A I M Management Group Inc.,
used under licence.

* TRIMARK and all associated trademarks are trademarks of AIM Funds Management Inc.

Designed and paid for by AIM Trimark Investments. ©AIM Funds Management Inc., 2003.
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AIM Trimark Investments is one of

Canada’s largest mutual fund companies

with over $33 billion** in assets under

management. A subsidiary of U.K.-based

AMVESCAP PLC, one of the world’s

largest independent investment 

managers, AIM Trimark employs more

than 900 people in its Calgary,

Montreal,Toronto and Vancouver offices.

AMVESCAP is dedicated to helping 

people worldwide build their financial

security, offering a broad array of 

investment solutions and services to 

individuals and institutional investors in

150 countries. Its securities trade on the

London, Frankfurt, New York, Paris and

Toronto stock exchanges. AIM Trimark

and its associated companies under 

the AMVESCAP umbrella draw on 

the talents and expertise of more 

than 550 investment professionals 

in more than 25 countries to manage

over $500 billion** in assets worldwide.

**As at December 31, 2002

For more information about
this topic, contact your advisor,
call us at 1.800.874.6275
or visit our website at
www.aimtrimark.com


