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GLOBAL PLAYING FIELD A company’s business
activities plays a bigger role in earnings than
where they are located. A Netflix DVD center.

When you set out to build a diversi-
fied stock portfolio, should you em-
phasize assembling a broad mix of
businesses or a broad mix of coun-
tries where the business is done?

Research suggests that the first
factor is more important because
globalization has diminished the
relevance of the second.

Companies today tend to sell
products or services to customers
all over the world and have work
forces that are equally scattered.
That means that the nature of a com-
pany’s activities contributes more to
earnings than its mailing address or
where its stock is listed for trading,
according to a study by Morningstar
Investment Management.

The returns of stock mar-
kets vary, but to a large
degree that is because of
concentrations in different
sectors, Morningstar’s anal-
ysis showed. From 2000
through mid-2014, more
than half the variability
in dividend growth across
markets in developed econ-
omies was because of the
mix of sectors among them.

It is routine to buy ex-
change-traded funds that
focus on regions or single
countries to diversify a port-
folio. But that tactic may have the
opposite effect, causing excessive
exposure to one sector or another.

Philip Straehl, a senior research
consultant at Morningstar who
wrote the study, said, “diversifica-
tion across sectors needs to be a

key consideration when construct-
ing global stock portfolios.”

Kim Arthur, chief executive of
Main Management, a firm that
runs portfolios comprising E.T.F.s,
agreed that if you are going to in-
vest abroad, “you had better know

the sector exposure you’re getting.”
The risk of having lopsided ex-

posure to a sector is somewhat di-
minished for Americans who invest
internationally if they have a broad
domestic portfolio to begin with, Mr.
Straehl said. The size of the Amer-
ican markety ensures that com-
panies get more of their sales and
profits from within the country.

Having a broad mix of sectors is
vital for achieving diversification.
Going a step further and tweaking
the mix, allocating more to some
and less to others based on prevail-
ing business and economic condi-
tions, may help investors beat the
market, some advisers contend.

That is true for domestic and in-
ternational portfolios alike. “Sector
allocation is more important than
trying to find that perfect interna-
tional allocation,” said James Stack,

president of InvesTech Research,
which provides financial advice.

Good bets in an aging bull market,
he said, are health care and technol-
ogy, where earnings can continue to
grow as the economy is beginning to
roll over. Once a bear market begins,
health care and other defensive sec-
tors, such as consumer staples and
utilities, generally outperform.

Financial services is one of sev-
eral sectors that typically perform
poorly toward the end of an econom-
ic upswing and bull market,he said.
Other weaker late-cycle sectors are
utilities and a group that includes
retailers, airlines and manufactur-
ers of big-ticket items like washing
machines and cars.

“When energy is going up, energy
companies everywhere are going up.
Materials companies go up on rising
commodity prices,” Mr. Stack added.

INVESTING
CONRAD DE AENLLE

Talking Points

New Taste, New Look
Campbell Soup is altering its chicken
noodle soup recipe, and the new
broth appears first in a limited-edi-
tion line of cans festooned with
Chewbacca and figures from the
coming “Star Wars” film. The new
version of its chicken noodle soup
contains 20 ingredients, most of
which can be found in the average
home kitchen, compared with 30 in
its previous incarnation. “We’re clos-
ing the gap between the kitchen and
our plants,” said Denise M. Morrison,
chief executive of Campbell.

Sales Surge on Singles Day
The frenzy of discounting that is Chi-
na’s annual shopping festival known
as Singles Day, held every Nov. 11,
has started to attract a long list of
foreign companies that want to sell
their goods to unmarried Chinese.
Billions of dollars in sales and access
to the growing Chinese middle class
are the attraction. Alibaba, China’s
e-commerce giant, sold $14.3 billion
worth of products this year, surpass-
ing last year’s total of $9.3 billion.

Airbnb Softens Its Tone
After helping defeat a proposal that
would have regulated its business
in its home base of San Francisco,
Airbnb fired off a warning to other
cities about rules that might curtail
the home-sharing service. But on
Wednesday, it introduced a long
treatise pledging cooperation with
local governments, outlining ways
that the company plans to work with
municipalities, including sharing
data on the hosts and guests who use
the service (but not their names),
preventing illegal hotel landlords
from operating on the platform, and
promising to pay its “fair share” of
hotel and tourist taxes in cities that
have them.

Defensive Medicine Pays Off
Some doctors practice “defensive
medicine,” ordering extra tests and
procedures believing this will ward
off malpractice suits. A new study
suggests it does. Using data on
24,637 physicians and more than 18
million hospital admissions in Flori-
da between 2000 and 2009, research-
ers found that the more a hospital
billed, the less likely the doctor was
to be sued.

Some worry that firms
will shift more health
care costs to workers.

The notices arrived in employee
mailboxes: Give us your weight,
cholesterol levels and other sensi-
tive details, or pay up to $2,250 in
health insurance penalties — and
up to $4,000 if you’re married.

The packets were delivered to
employees of Honeywell, a man-
ufacturing conglomerate based in
New Jersey, as part of its annual
health plan enrollment. It started
levying the hefty surcharges two
years ago, though it has eased the
penalties for its wellness program
for the coming year — they are now
capped at $1,500.

Federal regulations require that
such wellness programs be volun-
tary. But for some workers, it may
not feel that way.

The programs are seemingly a
win-win: Encouraging workers to
get up and move or submit to an-
nual blood tests to prevent future
problems appears to help both
workers and their employers.

But critics say the programs are
yet another way to push more costs
onto employees and even worse, to
discriminate against less healthy
workers by making them pay more
if they fail to meet a goal.

“Even if the program fails to im-
prove employee health or lower
costs over all, they can come out

ahead by shifting more of the re-
sponsibility to employees in the
form of larger contributions,” said
Matt Lamkin of the University of
Tulsa College of Law.

Privacy is another concern. Many
workers may fear that their sen-
sitive medical information — like
their blood pressure or data collect-
ed by a wearable device — could
end up in the wrong hands.

While most large employers —
with 500 workers or more — ask
employees to complete some sort of
health assessment to identify poten-
tial risk factors, nearly 60 percent
also ask them to prick their fingers
for biometric screening, according
to a 2015 report by Mercer, a con-
sulting firm. The number of employ-
ers offering financial incentives to
complete any of these wellness-re-
lated tasks is higher: About 56 per-
cent of large employers offered an
incentive to workers last year.

The programs may have become
more prevalent, at least in part, be-
cause of the Affordable Care Act.
That law expanded existing rules
for a certain type of wellness pro-
gram where incentives are contin-
gent on a specific health outcome
(like reducing blood pressure) or an
activity (like walking).

Most significantly, the law said
employers could provide more re-
wards — or levy more surcharges,
depending on how it’s framed: Max-
imum rewards or penalties cannot

exceed 30 percent of the total cost of
the worker’s insurance. (If a tobac-
co cessation program is included,
the figure rises to 50 percent).

So for a family with coverage that
is valued at $17,545 — that was the
annual average total cost in 2015,
according to the Kaiser Family
Foundation — it would be perfectly
fine for the employer to charge up
to about $5,264 more, or 30 percent,
for not fulfilling a goal like filling out
a health risk assessment form or
completing a biometric screening.

“Some employers are really push-
ing the envelope with the 30 per-

cent; some are coming close,” said
Amy M. Gordon of McDermott Will
& Emery in Chicago. But other em-
ployers offer different incentives,
she added, like gift cards or the
chance to win exercise equipment.

The financial incentives — and
the whole notion of whether a pro-
gram is truly voluntary — have re-
ceived a lot of attention over the last
year, particularly after the Equal
Employment Opportunity Commis-
sion tried to stop Honeywell from
penalizing employees who did not
take medical tests. The commission
claimed that the penalties made the

testing involuntary and so violat-
ed the Americans With Disabilities
Act. A Federal District Court judge
denied the commission’s motion for
a temporary restraining order and
let Honeywell’s policy stand.

In April, the commission pro-
posed its own rules for wellness
programs. Honeywell said it capped
its penalties at $1,500 for 2016 to try
to comply with the commission’s
proposed rules.

Then there is the debate about
whether wellness programs are ac-
tually helping employees. It’s hard
to argue with the value of on-site
gyms, help with smoking cessation
and a goal to adopt a healthier life-
style. But critics argue that some
take screenings too far.

“Wellness vendors screen every-
one every year to maximize profits,
even if harms exceed benefits,” said
Al Lewis, a health consultant and a
frequent critic of the $7.2 billion cor-
porate wellness services industry.

For now, only a minority of com-
panies are levying penalties on
people who don’t meet specific
health goals. Still, critics have con-
cerns about a policy that requires
already-stressed workers to pay ex-
tra if they miss the mark.

“If you can’t make yourself well,
you have to pay more,” said Karen
Pollitz of the Kaiser Family Founda-
tion, a nonprofit group. “Some peo-
ple ask, ‘How is that different from
medical underwriting?’ ”
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IT’S YOUR LIFE, YOUR MONEY. AT FIRST ADVISORS,WE TOTALLY GET IT.
From investment guidance to financial planning to trust

administration, we work hard to make sure you and your financial
goals come First. We’re also your neighbors, people you see every

day taking part in the community.

Call to arrange a meeting at one of our nearby First Advisors offices,
or at any of 16 convenient branch offices of The First.
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