
 

When to Adjust Your Investment Portfolio 
 

This article is part of our series, COVID-19 and Your Financial Health, which addresses COVID-19 (Coronavirus), how 
it impacts your financial health, and tips to stay financially well during this pandemic. 

 

If you’re like most people with investments in the stock market, you’re probably wondering if you should take some 
action during these uncertain times. While the media wraps itself up in a frenzy, it’s your duty as an investor to stay 
calm and make the right decisions for your financial future. When you do, you’ll find that this may actually be a good 
time to reassess your investment strategy. 

It can be difficult to think in the long-term when an occurrence of this magnitude is in full-swing, but remember that long-
term investing typically pays off most reliably when you stick to a plan that manages risk in a way that’s aligned with 
your own personal level of risk tolerance. That’s why it’s an especially good time to take a look at the concept of 
portfolio rebalancing. We’ll go over that and some other investment considerations in this article. 

What is Investment Portfolio Rebalancing? 

Many people set up their investment or retirement account with the assumption that it will accumulate value over time if 
they just stay the course with a hands-off approach. While it’s true that you should avoid taking money out of your 
account early or unnecessarily, what some people don’t know is that the makeup of most portfolios are designed to 
shift over time based on which assets are performing well and which ones aren’t. 

The typical investment portfolio contains an intentionally distributed mix of stocks and bonds. The allocation of these 
assets—or the value of the account coming from stocks vs. bonds—depends on the level of risk the investor is willing to 
take on. The younger you are, the more time you have to recover from market fluctuations, and so you may be able to 
get away with a more stock-heavy portfolio. As you get closer to retirement, you may wish to have less risk in your 
portfolio, usually in the form of a high bond, low stock allocation. 

Let’s say you start with an allocation of 60% stocks and 40% bonds. Over time, your stocks might have performed so 
well that your account’s value now comes 80% from stocks and 20% from bonds. It may seem counterintuitive to sell 
stocks that are performing well, but in order to maintain the level of risk you’re comfortable with, you’ll want to sell some 
stocks and buy more bonds to get back to that 60/40 distribution. 

Put simply, rebalancing is the act of changing the asset allocation of your portfolio to return to your desired portfolio 
make up. This way, you can manage the level of risk that you’re taking on as an investor. 

Common Portfolio Rebalancing Strategies 

Regardless of market conditions, there are two common rebalancing strategies that are advised for most long-term 
investors: 

 

Calendar Rebalancing 

Calendar-based rebalancing is when you choose a set time period to review your investments and readjust to the 
desired allocation. This is usually done once a year, but it can also be done quarterly or even monthly. It should be 



 

noted that several studies have found that checking your accounts too often leads to market losses over time1, so most 
experts will advise either a quarterly or yearly review period to minimize rash decision making. 

Contingent Rebalancing  

With this strategy, each type of security in your portfolio is only allowed to shift a certain percentage before the whole 
portfolio has to be rebalanced to match your target allocation. A good rule of thumb is to rebalance when any asset 
allocation goes beyond 5% of its limit. Because this strategy requires active monitoring, you’ll be checking in on your 
holdings more frequently, but staying disciplined and adhering to the percentage rules will allow you to tightly control 
how you manage risk over time. 

The degree to which someone actively manages their investments largely depends on how knowledgeable they are. 
Don’t overestimate yourself; trying to “time the market” is not a reliable approach, and it’s usually best to take the advice 
of a financial planner. 

Rebalancing in Times of Uncertainty 

If you look at your portfolio right now, you may not like what you see. The “coronavirus crash” has brought us into bear 
market territory, meaning that measurements of the largest companies in the economy, like the DOW, have dropped 
more than 20% from their previous highs. In times like these, people are prone to panicking and making hasty and ill-
informed decisions, but it’s just as important now as ever for investors to stay calm and focused. 

The stock allocation of your investment portfolio has almost certainly taken a dip, but that alone shouldn’t change your 
overall investment strategy. It’s helpful to know that market upswings and downswings are expected and that the stock 
market has recovered from every downswing in its history and come back stronger than ever. That being said, this is a 
good time to think about your investment goals and reassess your strategy. Here are some things to consider: 

What Are Your Financial Goals? 

It’s helpful to zoom out and look at the bigger picture of your financial goals. We often emphasize the importance of 
having a financial plan, so if you don’t have one, take the time to think about where you are in life and what you’re 
saving and investing for. Are you investing for retirement? To pay off debt? Saving for a vacation? Now is the time to 
look at your overall plan and adjust your investments accordingly. If your investment or retirement account is 
professionally managed through your employer plan or by another party, it’s a good time to check the allocation, and 
possibly rebalance so that you can stay in line with your long-term goals. Just prepare yourself for that first look at your 
portfolio by remembering that market downturns are a natural part of the stock market, and you’ll most likely come out 
the other end stronger than ever if you stick to a consistent plan. 

Are Your Investments Diversified? 

The first rule of managing an investment portfolio is to make sure it’s well diversified. This enables you to ride out 
market volatility without having all your eggs in one basket. A well diversified portfolio has a mix of stocks and bonds 
across different sectors of the economy. If one asset type that you’re invested in takes a hit, you still have active 
investments in other sectors that aren’t doing so poorly. Most sectors of the economy have been impacted by COVID-
19, but some are doing better than others. If you’re not already spreading your investments out, you still can. If you 
don’t want to think too hard about allocation, consider taking a look at ETF’s (exchange traded funds), which are 
collections of securities bundled up into one fund, usually managed by a professional for an annual fee. 

How Much Risk Can You Tolerate? 

Simply put, some people have more money to play with than others. A straight investment portfolio with no real aim 
other than to make money may be able to afford greater risk than a retirement fund, for example, since there's actual 



 

reliance in the latter performing well. Also consider how your temperament will affect your investment decisions. If you 
think you can ride out downswings without getting too anxious about your portfolio’s performance, you might consider 
having a higher percentage of stocks in your portfolio mix at this time. You’re only human, so it’s good to be honest with 
yourself about how you will react in time like these. The last thing you want to do is pull out cash in a panic and 
materialize your losses. 

How Close Are You to Retirement? 

If you’re more than five years away from retirement, you have time to weather this downturn and may not want to make 
any major adjustments to your portfolio. If you’re within five years of retirement, you might want to analyze your situation 
to see if you can retire later, spend less, or make some portfolio adjustments. Stocks are cheap right now, but it will take 
time for them to recover to where they once were and beyond, so take this into account when deciding if you should 
change the asset allocation of your portfolio. 

Closing Thoughts 

COVID-19 has had an enormous impact on the world, and there’s no clear indication of when things will return to 
normal. In order to get through these challenging times, we need to do what’s best for our short- and long-term well-
being so that we can start focusing our attention on helping others. 

Nobody wants to see their retirement account take a hit, but what separates successful long-term investors from 
regretful ones is the ability to stay calm and rational during times of uncertainty. A long-term investment plan requires 
periodic maintenance, and as history will show, that shouldn’t change because of a downturn. Stay the course and stay 
safe. 

All investments carry some level of risk, and may not be suitable for all investors. Before deciding on any investment, 
you should carefully consider your investment objectives, level of experience, and risk appetite. The possibility exists 
that you could sustain a loss of some or all of your initial investment and therefore you should not invest money that you 
cannot afford to lose. Seek advice from an independent financial advisor if you have any questions or doubts. 

The content provided here and throughout the site is for information only, on the topic of financial wellness. Due to the 
volatility of the Coronavirus and the COVID-19 pandemic, details about the illness, public response, policy, and more, 
are subject to change. Please consult your state and local offices for the most accurate and up-to-date information 
about COVID-19 in your area; for global updates, consult the World Health Organization . 

By Ariel Berdugo, Editor; mma.enrich.org 

Diversification and rebalancing a portfolio cannot ensure a profit or protect against a loss in any given market environment. Rebalancing may 

cause investors to incur transaction costs and, when rebalancing a nonretirement account, taxable events may be created that may affect your 

tax liability. 


