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Asset allocation does more to shape long-term investing results than fund

trivia. Your mix of stocks, international exposure, bonds, and any optional

factor tilts determines how much return you can expect, how violent the

drawdowns will feel, and whether you will still follow the plan when the

market turns ugly. A good allocation strategy does not try to predict the next

winning asset class. It gives each asset class a job, sets realistic weights, and

defines how you will rebalance when those weights drift.

1. Foundation

Rules of thumb such as 110 minus age or 120 minus age can be useful starting points for

the stock percentage, but they are not enough by themselves. Asset allocation should

reflect three dimensions: need for return, ability to take risk, and willingness to take risk.

Need for return asks how aggressively you must invest to reach the goal. Ability to take

risk asks whether your cash flow, emergency reserves, and time horizon allow you to

survive market drawdowns without selling. Willingness to take risk is behavioral: what

level of decline can you tolerate before your discipline fails? A retiree with a pension may

have more ability to take risk than a younger worker living paycheck to paycheck, even if

the younger investor looks “appropriate” for 100% stocks by age alone.

Diversification is not just about owning more tickers; it is about owning assets that do not

move in lockstep. U.S. stocks, international stocks, and high-quality bonds have different

drivers. Correlations between U.S. and international equities are often positive, but not

perfect, and the leadership rotates over long stretches. Bonds often provide ballast in

recessionary or panic periods even when long-term returns are lower than stocks. The

point of combining asset classes is not to guarantee a profit every year. It is to create a

portfolio whose range of outcomes is more manageable than any single sleeve on its

own.
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International diversification matters precisely because home-country success feels so

persuasive in the moment. The United States has dominated many recent periods, which

tempts investors to declare foreign stocks unnecessary. But there have been lengthy

stretches where international markets outperformed the U.S., and nobody gets advance

notice of regime changes. A global equity allocation keeps your portfolio from making a

single-country bet with your retirement timeline. Even investors who tilt toward the U.S.

should know they are making an active preference, not following a universal law.

Factor tilts such as small-cap value can have a place, but only if you understand why

they exist and why they are optional. Research from Dimensional, Fama-French, and

others suggests small and value exposures have historically offered higher expected

returns, though with long periods of underperformance. That means a small-cap value tilt

can improve expected return for a patient investor, but it can also become a behavioral

trap if you abandon it after five or seven disappointing years. Keep any tilt modest

enough that you can hold it. For many investors, the best allocation is a simple global-

stock-plus-bond mix with no extra complexity.

In practical terms, the highest-leverage inputs are stock percentage, equity split, and

bond role. If those are guessed from memory, the rest of the plan turns into opinion

instead of execution. Pull them from current statements, quotes, payroll records, or plan

documents before making changes. That groundwork is what turns the rest of the guide

from good advice into a usable operating plan.

2. Step-by-Step System

Run these steps in sequence. The early work on set the stock-bond split using need,

ability, and willingness to take risk, choose the stock diversification mix, including

whether to add a small-cap value tilt, and define the role of bonds before markets force

you to care about them determines the quality of the later execution. Skipping ahead

usually creates rework because the answer depends on information gathered earlier in

the process.
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1

Set the stock-bond split using need, ability, and willingness to take risk

Start with a broad rule such as 110 minus age for stock percentage, then override

it only with clear reasons. A 35-year-old might start near 75% stocks by that

shortcut, but if she has a large emergency fund, stable dual incomes, and strong

discipline, 85% stocks may be reasonable. A 40-year-old self-employed worker with

volatile income and a recent panic-sale history may need 60% or 70% stocks even

though age alone points higher. Write the reason for the final number so you can

revisit it later without inventing a new story every year.

Remember that your ability to stay invested matters more than squeezing out the

last expected return point. A theoretically optimal allocation that causes you to sell

in a crisis is inferior to a slightly more conservative allocation you can hold.

2

Choose the stock diversification mix, including whether to add a small-

cap value tilt

Once the stock percentage is set, decide how to split it between U.S. and

international stocks. A global-market style allocation is roughly 60% U.S. and 40%

international within the equity sleeve. Many U.S.-based investors simplify to 70/30

or 75/25. The important thing is to make the choice deliberately. Then decide

whether you want an optional tilt toward small-cap value. If you do, keep it modest

—perhaps 10% to 20% of the equity sleeve—so the portfolio still feels familiar

during long periods when the tilt lags.

If you cannot explain the rationale for the tilt in one sentence, skip it. Small-cap

value is an advanced spice, not the main meal.
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3

Define the role of bonds before markets force you to care about them

Bonds are not in the portfolio to beat stocks over 30 years. They are there to

dampen drawdowns, provide dry powder for rebalancing, and reduce the chance

that you sell equities at the worst possible time. For most households, high-quality

total bond market funds or Treasury-heavy funds are the cleanest default. Long-

duration bonds add interest-rate sensitivity; junk bonds add equity-like risk. Unless

you have a very specific reason, keep the bond sleeve boring and high quality.

The bond percentage should rise if upcoming withdrawals matter, if job stability is

weak, or if your past behavior shows you need more ballast. Bonds are a behavior

tool as much as a return component.

4

Implement one of a few sample portfolios instead of building from

scratch every month

Sample portfolios help because they turn theory into an actual mix. An aggressive

example might be 54% U.S. stock, 26% international stock, 10% small-cap value,

and 10% bonds. A moderate portfolio could be 42% U.S., 23% international, 15%

bonds, and 20% intermediate bonds or cash equivalents depending on goal timing.

A conservative version might be 30% U.S., 20% international, and 50% bonds. The

exact percentages matter less than picking one structure and sticking with it

through multiple market cycles.

Document the mix and the reason it fits your situation. That note becomes your

anchor the next time headlines insist one asset class is obviously dead or obviously

unstoppable.
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5

Choose a rebalancing method: calendar, threshold, or both

Calendar rebalancing means checking on a regular date, often once or twice a

year, and bringing the portfolio back to target. Threshold rebalancing means acting

only when an asset class drifts materially, such as 5 percentage points from target

or 25% of target weight. A combined approach is often best: review annually, but

only trade when the drift rule is met. That keeps the process disciplined without

creating unnecessary turnover.

In taxable accounts, prefer rebalancing with new contributions or within tax-

sheltered accounts first. The best rebalance is the one that restores target weights

with the least tax damage.

6

Review the allocation when life changes, not when headlines change

Valid reasons to change asset allocation include retirement approaching, a major

income change, a new pension or guaranteed income source, a large inheritance, a

divorce, a home purchase, or hard evidence that your current risk level is

behaviorally unsustainable. Invalid reasons include one year of underperformance,

a pundit's recession call, or a sense that “international has not done much lately.”

Your allocation should be driven by your life and goals, not by an annual attempt to

outguess the market.

A portfolio that changes only when your financial life changes is far more likely to

survive long enough to do its job.

3. Key Worksheets & Checklists

Use these worksheets to turn risk tolerance into percentages, not vague labels. A good

allocation plan defines the stock-bond split, the U.S.-international balance, any optional
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tilts, and the rebalance rule in one place.

Work the cards in order. Start with stock percentage, equity split, and bond role while the

relevant documents are open. Then move through the execution checklist from top to

bottom so the highest-value actions happen before lower-value cleanup work. Finally, put

the first action windows—Setup, Quarterly, and Annually—on your calendar so the guide

becomes dated follow-through instead of something you read once and forget.

Asset Allocation Worksheet

Stock percentage Start with a rule of thumb such as 110 minus age, then

adjust based on need, ability, and willingness to take

risk.

Equity split Write the chosen U.S. and international mix within the

stock sleeve, and note whether you want a small-cap

value tilt.

Bond role Document the bond percentage and the type of bonds

you will use to dampen risk and fund future rebalancing.

Sample portfolio

chosen

Record the exact target percentages for each sleeve so

the plan is implementable.

Rebalance

method

Choose calendar, threshold, or a combined rule such as

annual review plus 5-percentage-point drift trigger.

Change triggers List the life events that would justify revisiting the

allocation rather than reacting to market headlines.
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Execution Checklist

Use age as a starting point, not the final answer.

Include international exposure for diversification unless you have a deliberate

reason not to.

Keep any small-cap value tilt modest enough to survive long underperformance

periods.

Use high-quality bonds for ballast instead of stretching for yield.

Pick a rebalancing method before you need it.

Change allocation only when goals, timeline, or risk capacity changes.
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30-60-90 Day Tracker

Window Action Evidence Complete

Setup Choose the final target

percentages and

sample portfolio.

Written investment

policy statement

complete

Quarterly Review drift but trade

only if the threshold rule

is triggered.

Allocation still within

band or rebalance

logged

Annually Reassess need, ability,

and willingness to take

risk.

Allocation still

appropriate or updated

for life changes

At major life change Rerun the asset-

allocation worksheet

with the new cash-flow

or timeline

assumptions.

Revised target saved

After severe drawdown Review behavior against

plan without changing

the plan solely because

markets fell.

No panic-driven

allocation shift

4. Common Mistakes

The expensive errors in this topic usually come from some combination of using age

alone as the whole allocation process, calling u.s. large-cap overlap “diversification”, and

adding factor tilts you do not believe in deeply. Read these before implementing so you

know where otherwise-solid plans most often break down.
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Using age alone as the whole

allocation process

Age is a useful anchor, but it ignores

job stability, outside assets, debt load,

and your actual ability to hold risk

through a crash.

Calling U.S. large-cap overlap

“diversification”

Owning multiple similar funds does

not create new sources of return if

they all move with the same

underlying companies.

Adding factor tilts you do not

believe in deeply

Small-cap value can be a valid tilt, but

only for investors who understand the

evidence and can tolerate long dry

spells.

Rewriting the allocation after

every bad year

An allocation that changes with

headlines is really market timing

wearing investment-policy clothing.

5. Next Steps

The right next step is to write the exact percentages you intend to hold and the rule that

will trigger a rebalance. Once those two items are documented, most of the emotional

drama around investing fades because the portfolio no longer needs a fresh opinion

every time markets rotate.

If you only implement a short list in the next month, use the four checklist items below

as your operating plan. They move the biggest lever first and create momentum before

smaller cleanup work crowds the calendar.

Use age as a starting point, not the final answer.

Include international exposure for diversification unless you have a deliberate reason

not to.

Keep any small-cap value tilt modest enough to survive long underperformance

periods.

Use high-quality bonds for ballast instead of stretching for yield.

After those first actions are in motion, use the tracker checkpoints—Setup, Quarterly, and

Annually—to confirm the change actually stuck. Most financial systems fail in follow-
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through, not in first-day enthusiasm. A dated review catches billing reversals, allocation

drift, paperwork delays, or missed implementation details while they are still easy to fix.

Back to store Need help? support@wingmanprotocol.com

5/15/26, 2:28 AM Asset Allocation Kit: Build the Right Portfolio for Your Age and Goals | Wingman Protocol

file:///opt/sovereign/revenue/data/published/store/asset-allocation-kit/guide/index.html 10/10

file:///store/
mailto:support@wingmanprotocol.com

