
Diversification Mix

Stocks from different 
industry sectors
Sometimes events happen 
that help or hurt almost 
all of the companies in 
a specific industry. For 
example, if the price of oil 
declines, many stocks in 
the oil industry could suffer.

International stocks and 
domestic stocks
Consider a mix of 
companies based in the 
U.S. and other countries. 

Stocks of different-sized 
companies
It’s good to have a mix of 
funds with the stocks of 
small, medium-sized, and 
large companies.

International and 
 Domestic

Different-Sized 
Companies

Diversification
LESSON 10

TIME HORIZON LESSONS  
Recommended for Grades 6–8

Objective
To help kids evaluate how 
the concept of diversification 
can reduce investment risk 
when economic or other 
events hurt a particular 
industry or company

Mutual funds 
offer some built-in 
diversification because 
they have more than 
one stock in them; 
however, there are 
many different types 
of mutual funds, 
and it’s important to 
understand what  
types of investments 
they hold.

1 Complete the “Can This Portfolio Be 
Saved?” Activity Sheet and review the 

different scenarios. Consider how each 
portfolio can be more diversified among 
various industries to help minimize risk.

All investments are subject to market risk, including the possible loss of principal. Diversification cannot assure 
a profit against loss in a declining market. 
Company names included for illustrative purposes only and do not represent a specific investment. 

Industries
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M
s.

 J
ac

ks
on

A
nsw

er K
ey: M

s. M
ehta’s financial assets are too heavily concentrated in the health care and financial industries. C

onsider subtracting JL 
Therapeutics, LM

N
 Pharm

aceutical, and M
agnum

 B
ank and adding three stocks from

 the follow
ing: O

verlord E
xploration, LLL Electric and G

as, 
Sam

son D
evelopm

ent, Peter N
etw

orks, C
row

n M
ining, and Y

Y P
roducts. 

M
r. O

’C
onnell’s financial assets are too heavily concentrated in large, dom

estic com
panies in the inform

ation technology industry. C
onsider 

subtracting M
agnum

 B
ank, Ledm

an A
pplications, and G

ilm
ore S

ystem
s and adding three stocks from

 the follow
ing: O

verlord E
xploration, 

LLL Electric and G
as, Sam

son D
evelopm

ent, G
iant M

anufacturing, G
R

 B
iom

edical, and Y
Y P

roducts.

M
s. Jackson has a fairly diversified portfolio already, but her assets are too heavily concentrated in utilities. C

onsider subtracting N
orthw

est G
as 

and adding one of the dom
estic com

panies.
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