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
Asset Allocation

Most DC portfolios today rely on varying mixes of traditional market exposures to drive growth during the accumulation phase and to
mitigate bad investment outcomes in the years before and after retirement. This simple stock/bond formula worked well in recent decades
characterised by falling yields and low, stable inflation. But what if stock/bond diversification ain’t what it used to be? Even supposedly
lower risk DC portfolios suffered substantial losses in 2022, as equity and bond markets sold off together. Prospects for stock/bond
portfolio returns and diversification look bleaker than the rosy past.

Where else can DC investors find returns and diversification that they can access now? We make the case for an allocation to liquid
alternatives as a viable and versatile complement to existing DC portfolios.

1



herein are for illustrative purposes only. The information in this presentation has been developed internally and/or obtained from sources believed to be reliable; however, neither
AQR nor the author guarantees the accuracy, adequacy or completeness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in making an investment or other decision. There can be no assurance that an investment strategy will be successful. Historic market trends are not reliable indicators of
actual future market behavior or future performance of any particular investment which may differ materially, and should not be relied upon as such. Diversification does not
eliminate the risk of experiencing investment losses.

The information in this paper may contain projections or other forward-looking statements regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different from that shown
here. The information in this document, including statements concerning financial market trends, is based on current market conditions, which will fluctuate and may be superseded
by subsequent market events or for other reasons. 
 

2


	You are now leaving AQR.com
	Rethinking DC Portfolio Diversification
	A Case Study on the UK


