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�e problem facing the vast majority of investors is their 
overall lack of diversi�cation.  Often a portfolio includes many 
stocks, several mutual funds, services of several investment 
managers, all providing the appearance of being well diversi-
�ed.  Unfortunately, upon closer examination, portfolios such 
as this do not provide the diversi�cation bene�ts an investor 
really needs or expects (see illustration below).

Super-Diversi�cation overcomes this challenge for investors, 
by having broad range of investments in each client’s portfolio.

Investors diversify with one 
goal in mind… less risk!

Highlights of Patton’s 
Super-Diversification
Fees: Minimizing fees is an important aspect of 
long-term returns.  �e management fee for a 
Super-Diversi�ed Portfolio ranges from 0.4% to 
1.0% annually, depending upon the asset allocation 
and size of the portfolio.  �ere are no upfront or 
backend fees for clients in separately managed 
accounts.

Safety and Security: Super-Diversi�ed portfolios 
can be managed in a separately managed account 
held by a third-party, una�liated to Patton. �is 
provides complete security for the investor.

Customization: Every investor has di�erent goals, 
tolerance for risk, and investment preferences.  
Every Super-Diversi�ed Portfolio is customized for 
each investor with the ability to match the strate-
gies desired by any investor.  �is includes those 
who may be more aggressive and growth oriented 
or those who may be very conservative with a 
primary focus on generating income.

Liquidity: Super-Diversi�ed portfolios managed in 
separately managed accounts are 100% liquid.

No Long-Term Commitments: Investors with a 
Super-Diversi�ed portfolio managed in a separately 
managed account can terminate the arrangement at 
anytime for any reason without penalty.

Fund Name 10/31/2007 3/31/2009
American Funds Growth Fund of America $100.00 $55.39
American Funds Investment Company of America $100.00 $57.00
Fidelity Contrafund $100.00 $57.42
American Funds Washington Mutual $100.00 $54.94
American Funds Fundamental Investor $100.00 $54.06
Dodge & Cox Stock $100.00 $45.76
Vanguard Windsor II $100.00 $51.14
Davis NY Venture A $100.00 $50.18
Fidelity Growth Company $100.00 $54.31
Fidelity Magellan $100.00 $47.55

    Total Portfolio $1,000.00 $527.75

Performance Analysis
Portfolio % Change -47.2%
S&P 500 % Change (10/31/2007 - 3/31/2009) -46.7%

Portfolio of 10 Large Stock Mutual Funds
Portfolio Value

The Illusion of Diversification - Let’s say an investor 
interested in owning U.S. stocks purchases several of the 
largest, well-known U.S. stock mutual funds.  This 
investor purchased ten of these funds, both value and 
growth oriented for diversification, to reduce risk in his 
portfolio.  The table shows that this portfolio performed 
virtually identical to the S&P 500, the U.S. stock 
benchmark, with a cumulative loss of 47.2% as 
compared to the S&P 500’s loss of 46.7%.  What may 
appear diversified provided no diversification benefits 
for the investor! This illustrates the illusive problem 
overcome by Patton’s Super-Diversified portfolios.






