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diversifying retirement accounts

When too much company stock
becomes a risk to retirement

THE CHALLENGE

It's common for employees, especially those who have participated in an Employee Stock
Ownership Plan (ESOP) or received company stock as part of 401(k) matching, to accumulate
a significant portion of their retirement savings in a single company’s stock. Over time, this
concentration can grow quietly, often unnoticed amid busy lives and shifting priorities.

Consider someone approaching retirement who discovers that more than 15% of their
401(k) is tied up in their employer’s stock. While loyalty and confidence in the company may
feel reassuring, this level of concentration creates a heightened risk. A sharp decline in that
stock’s value can not only impact the portfolio but also affect job security, leading to a
“double risk” scenario.

THE PROCESS

Taking a fresh look at retirement accounts with an eye toward diversification is key. Many
plans now provide access to a variety of low-cost funds designed to balance risk across
sectors and asset classes. Shifting out of a concentrated stock position into a diversified
portfolio helps reduce vulnerability without abandoning belief in the company’s future.

This process often begins with a candid conversation about the trade-offs: what the risk
looks like, what the alternatives are, and how diversification aligns with long-term financial
security. For those with emotional ties to their employer’s stock, understanding the benefits
of spreading risk can make the decision easier and more empowering.
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THE OUTCOME

Clients who proactively reduce company stock concentration often avoid significant losses
during market downturns. For example, when an employer’s stock price falls sharply, a
diversified portfolio cushions the blow, preserving retirement savings and peace of mind. This
proactive step can make a meaningful difference between financial stress and confidence on
the path to retirement.

REFLECTION & TAKEAWAY

Concentration risk in retirement accounts is a common but often overlooked challenge.
Regularly reviewing 401(k) allocations and taking steps to diversify can help protect against
unexpected market shifts. Remember, diversification isn't about abandoning loyalty, it’s
about safeguarding your future.

If it’s been a while since you reviewed your retirement portfolio, consider making it a priority.
Thoughtful planning today can help ensure financial security and peace of mind tomorrow.

ABOUT JOHNSON INVESTMENT COUNSEL

As one of the nation’s largest independent wealth management firms with over 60 years of
experience serving individuals, families, business owners, and nonprofit organizations, we
have the deep expertise to provide a customized solution for your situation.

Our highly credentialed advisors work with clients in all 50 states. Learn more about our
approach at JOHNSONINV.COM.

Disclosure: This scenario is based on a composite of real client experiences. All identifying details and outcomes have been modified for illustrative
purposes. This content is for informational and educational use only and is not intended as a guarantee, recommendation, or prediction of future
outcomes. Strategies discussed may not be appropriate for all investors and are not intended to provide specific tax, legal, or investment advice.

Always consult with your own qualified professionals regarding your unique situation.



