
DIVERSIFICATION

MATTERS

In a nutshell, this is what diversification is all
about. When the market turns down, the
various parts that make up the broader
market—from industries and sectors to
individual companies—may react very
differently. In this most recent downturn,
companies like Zoom, Netflix, and Amazon
did very well. 
 
Others, such as airlines and cruise ship
companies, experienced sharp declines: This
points to the idea that various individual
components of the broader market may
behave differently in relation to one another
depending on market conditions.
Diversification is about selecting assets that
don't move in the same direction when
negative market conditions occur. It means
spreading risk across different types of assets
and avoiding the infamous risk of placing all
of your eggs in one basket. 
 
 
 
 

In just five weeks from mid-February to mid-March 2020, the
"COVID-19 crash" really did a number on the financial markets. The
S&P 500 was down almost 35%, the Dow Jones plunged 38%, and the
Nasdaq took a 40% dive. In the investment world, the sky was
"literally falling." This pandemic's longer-term effects on the global
economy remain uncertain as negative data continues to pour in.
 
In spite of all the bad news, through May 22, the Holston
Foundation's Balanced Growth Fund was down only 4.41%. How did
this happen? The Foundation utilizes and follows some of the most
basic and fundamental investment approaches.
 
The Foundation's guiding principle is a formal document called
an IPS or Investment Policy Statement. This dictates to our
investment committee sound and prudent investment strategies,
systems, and processes to follow. It provides the structure and
discipline for the Holston Foundation's investment portfolios.

2. ALLOCATE YOUR ASSETS

STRATEGICALLY

Asset allocation refers to the percentages of
your total portfolio holdings that you place
into stocks, bonds, and cash. Asset allocation
may be the most fundamental, strategic, and
important part of the investment process.
The Holston Foundation's Balanced Growth
Fund invests in a classic 60/40 allocation.
That means that 60% of the portfolio is
invested in more growth-oriented stock
investments, and 40% is invested in more
conservative bond investments. There is a
reason most foundations and endowments
use this allocation: because, over time, it
provides a wonderful, risk-adjusted return.
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1. The Holston Foundation takes this
diversification component even one step
further and utilizes extremely low-cost index
funds. Rather than owning individual stocks
or companies, these funds literally own
thousands of companies. These index funds,
which are used by the Foundation, are the
same types of investments that Warren
Buffett, arguably the greatest investor of all
time, recommends.
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THE BOTTOM LINE

HOW CAN THE HOLSTON FOUNDATION 

SERVE YOUR CHURCH?

"TIME AND PATIENCE

ARE AN INVESTOR'S

BEST FRIENDS."

- BRAD BOWER

3. INVEST FOR THE LONG-TERM

Over the last century, the Standard & Poor's
500 (S&P 500) has averaged over 10% per
year. The S&P 500 index, which is comprised
of about 500 of America's largest publicly
traded companies, is considered the
benchmark measure for annual returns. 
 
The problem is that these returns very rarely
are up exactly 10% each year. For example,
this index was up over 33.07% in 2019 and is
now down 9% for 2020. Historically, an
investment in an S&P 500 fund has been up
70% of the time. This fund, the S&P 500
Index, is one of the core holdings in the
Foundation's equity accounts.

Although no one knows when the market will
recover, we do know that it will. Wayne
Gretzky, the greatest hockey player, used to
say, "A good hockey player plays where the
puck is. A great player plays where the puck
is going to be." No one knows when this will
end or when the market recovers, but it will
most certainly recover. There's no debating
that! Imagine where the market (or puck) will
be in 1, 3, or 5 years. I have no doubt, nor do
folks like Buffett or other great investors, that
the market will be significantly higher. Time
and patience are an investor's best friends.

The Foundation's flagship portfolio, the Balanced Growth Fund, as well as all our investment
accounts, are well positioned to provide wonderful, risk-adjusted returns over time. If you'd like to
know more about any of the investment options that the Foundation offers, please contact Holston
Foundation executive director, Paul Bowman at paulbowman@holston.org or 865-690-8124.

BY BRAD BOWER

Brad Bower serves as chairman of the
Holston Foundation's Investment Committee,
is a long-time member of the Holston
Foundation's Board of Directors and is
President of Patriot Investment. Brad is a
member of Concord UMC in Knoxville, TN.

Do you want to have a conversation about how your church can be best situated for the future?
Want to learn more about investments with the Holston Foundation? 

ONLINE MEETINGS

Are your church's finance, endowment or investment committees meeting virtually? The Holston
Foundation can be a part of an online meeting to serve your church during this time. 

IN-PERSON

The Holston Foundation wants to serve your church. Paul Bowman is willing to be part of your
church's meeting or schedule a time to talk to discuss your current needs at
paulbowman@holston.org or 865-690-8124. 


