Rebalancing 101
Rebalancing is bringing your portfolio back to your original asset allocation mix and under some circumstances your diversification mix. This is necessary because over time some of your investments may become out of alignment with your investment goals. You'll find that some of your investments will grow faster than others. By rebalancing, you'll ensure that your portfolio does not overemphasize one or more asset categories, and you'll return your portfolio to a comfortable level of risk.
For example, let's say you determined that stock investments should represent 60% of your portfolio. But after a recent stock market increase, stock investments represent 80% of your portfolio. You'll need to either sell some of your stock investments or purchase investments from an under-weighted asset category in order to reestablish your original asset allocation mix. Other options are to diversify some of the funds into non-equity positions (stock market) like energy development, real estate funds, commodities and foreign currency.
When you rebalance, you'll also need to review the investments within each asset allocation category. If any of these investments are out of alignment with your investment goals, you'll need to make changes to bring them back to their original allocation within the asset category or add more diversification in non-bond and non-equity asset classes.
Stick with Your Plan: Buy Low, Sell High - Shifting money away from an asset category when it is doing well in favor an asset category that is doing poorly may not be easy, but it can be a wise move.  By cutting back on the current "winners" and adding more of the current so-called "losers," rebalancing forces you to buy low and sell high.
When to Consider Rebalancing
You can rebalance your portfolio based either on the calendar or on your investments. Many financial experts recommend that investors rebalance their portfolios on a regular time interval, such as every six or twelve months. The advantage of this method is that the calendar is a reminder of when you should consider rebalancing.
Others recommend rebalancing only when the relative weight of an asset class increases or decreases more than a certain percentage that you've identified in advance. The advantage of this method is that your investments tell you when to rebalance. In either case, rebalancing tends to work best when done on a relatively infrequent basis.
Wealth Builders Group, LLC utilizes a hybrid approach to determine when it is the most optional time to rebalance a client’s portfolio. It is based on three factors:
1. If market conditions out way the positive or negative aspects of rebalancing based on possible tax implications of the rebalancing actions coupled with the projected gain or loss in the current or projected portfolio mix.
2. Significant geo-political changes or economic crises that could have a rapid negative impact on a portfolio.
3. Significant technology changes in an industry or a geo-political change which could provide a unique investment opportunity for rapid positive impact on a portfolio.
When you rebalance an investment portfolio, numerous factors (intrinsic and extrinsic coupled with domestic and or international factors) are taken into consideration. There are basically four different ways you can rebalance your portfolio:
1. You can sell off investments from over-weighted asset categories and use the proceeds to purchase investments for under-weighted asset categories.  
2. You can purchase new investments for under-weighted asset categories.  
3. If you are making continuous contributions to the portfolio, you can alter your contributions so that more investments go to under-weighted asset categories until your portfolio is back into balance. 
4. Move funds into alternative investment classes to take advantage of changes in business cycles and or changes in geo-political events.
Before you rebalance your portfolio, you should consider whether the method of rebalancing you decide to use will trigger transaction fees or tax consequences. Your financial professional or tax adviser that holds the following peer reviewed credentials are best suited to assist you with this complicated task: Certified Financial Planner (CFP), Certified Funds Specialist (CFS) and Certified Tax Specialist (CTS). There is no single asset allocation, diversification and rebalancing model that is right for every financial goal; however certified experts in the field of investment and portfolio management can create one that is right for you.
You can find out more about your risk tolerance by completing detail questionnaires available from WBG. Before WBG can create an individual financial plan and investment management portfolio, we have to KNOW EVERYTHING concerning your risk tolerance and understanding of various financial topics. 
WBG tries to accomplish this task with our detail questionnaires and one-on-one interviews with you to better understand your needs, goals, risk tolerance and most importantly to get to know YOU! 
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