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Traditional 60/40 portfolio
High single digit portfolio returns over long term with moderate volatility

Source: J.P. Morgan Research, Bloomberg, Burgiss, HFRI, NCREIF, Standard & Poor’s, FactSet. Based on data as at May 2024
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40% Stocks
60% Bonds

60% Stocks
40% Bonds

80% Stocks
20% BondsReturns: 8.5%

Volatility: 9.7%

1990 - 2023



What happens if you add alternatives?
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Higher return, lower volatility
Return enhancement with ~18% volatility reduction, but liquidity profile has changed

Source: J.P. Morgan Research, Bloomberg, Burgiss, HFRI, NCREIF, Standard & Poor’s, FactSet. Based on data as at May 2024
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40% Stocks
60% Bonds

60% Stocks
40% Bonds

80% Stocks
20% BondsReturns: 8.5%

Volatility: 9.7%

Returns: 9.0%
Volatility: 8.0%

1990 - 2023

40% Stocks
30% Bonds
30% Alts



How can this be?



Equities | passive investment share % Fixed income | passive investment share %

Most public market is driven by passive money
Passive money in systemic trading strategies now dominates public markets

Source: Charles Schwab.
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Declines in active investing drive declines in elasticity

Public markets are increasingly dominated by passive and systemic strategies that may lead to increased volatility

Source: Haddad, Valentin (UCLA and NBER) & Huebner, Paul (UCLA) & Loualiche, Erik (University of Minnesota) (2022). “How Competitive is the Stock Market? Theory, Evidence from Portfolios, and Implications for the Rise of Passive Investing.”

Public markets have increased in volatility over time
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“We find that the direct effect of the decrease in the fraction of active investors 
contributes 227% of the total drop in elasticity”

“The effects of changes in the composition of investors on the demand for 
stock is reduced by 60%. This implies…that the rise in passive investing 

leads to substantially more inelastic markets”



Are alternatives actually so different?
Some asset classes that are traditionally categorised as ‘alternative’ are not fundamentally different to stocks and 
bonds that are core in portfolios 
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60% 

40% 

Stocks Bonds

Private CreditBonds

Liquidity
Traded ‘over 
the counter’ 

(OTC)

Direct or 
bilateral loans 
(but secondary 
markets exist)

More liquid Less liquid

Volatility
Can be volatile, 

including through 
intervention

Returns/spreads 
driven by 

fundamentals & 
economic risk

More vol. Less vol.

Fundamental 
Nature

Loans or debt obligations of 
a company and/or 

secured against assets

Widely available Proprietary deals

Private Equity
Stocks

(Public Equity)

Liquidity
Traded on stock 

exchange

Not traded.
Large deals 

via M&A

Truly liquid Not liquid

Volatility

High volatility due 
to short term 
momentum & 

sentiment

Trade via M&A 
very infrequently, 
more impacted by 

fundamentals

High vol. Low vol.

Fundamental 
Nature

Ownership interests in a business

Widely available Proprietary deals

Considered alternatives, but fundamentally similar with certain 
key advantages (e.g. proprietary deals), but 

some trade-offs (e.g. lower liquidity)



So, ‘alternatives’ is not one bucket



Let’s consider using ‘yield’ alternatives



Asset class yields (%)

Yield alternatives: Rank well, but not the fully story
Superior income return relative to most public market asset classes doesn’t tell the full picture

Source: J.P. Morgan analysis, BAML, Bloomberg, Clarkson, Cliffwater, Drewry Maritime Consultants, Federal Reserve, FTSE, MSCI, NCREIF, FactSet, Wells Fargo
*CML is commercial mortgage loans, **CRE – Mezz is mezzanine commercial real estate debt.
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Risk-adjusted return (2004-2023)

Private Credit

Core Bonds

High Yield Bonds

Equities
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Even ranking return and volatility doesn’t tell the full picture
It conflates the spectrum of options within private asset classes

Source: T. Rowe Price



Capturing a premium, across the risk spectrum
There is a reason there is a return premium: liquidity and proprietary deals

1. Note:  Hypothetical return vs. risk illustration only.

Expected return accounting 
for credit risk assumed

Additional return to 
compensate for lower 
liquidity

Excess 
Return

Return exceeds what 
would be expected 

accounting for credit risk 
and asset features 

(including less liquidity)

Value-add from dealing 
bilaterally and tailoring to 
asset-specific nuances
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Nature and availability of asset Specialised / RareCommoditised / Common

Traditional Credit
Risk Premium

Risk Free Rate

Funds can mitigate this 
trade-off with liquidity 

mechanisms

Proprietary Sourcing 
Premium

Illiquidity Premium



Risk and return curves exist in public & private assets
In private alternatives, the curve should be shifted up to capture the liquidity and proprietary deal premiums
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Risk Spectrum Higher RiskLower Risk

IG Bonds

HY Bonds

Equities

IG-Private
Alternatives

HY Private
Alternatives

Private
Equity

Premium is not ‘free’

Liquidity dynamics

Proprietary deals

Premium is a spectrum



Especially relevant in the retirement income phase 
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Optimising portfolio allocation depending on risk tolerance
Enhancing a portfolio with allocation to appropriate alternatives can improve returns and lower volatility

Source: J.P. Morgan Research, Bloomberg, Burgiss, HFRI, NCREIF, Standard & Poor’s, FactSet. Based on data as at May 2024
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40% Stocks
60% Bonds

60% Stocks
40% Bonds

80% Stocks
20% Bonds

30% Stocks
40% Bonds
30% Alts

40% Stocks
30% Bonds
30% Alts

50% Stocks
20% Bonds
30% Alts

1Q90 - 4Q23 (annualised)
Portfolio allocation strategy

Returns (%)Volatility (%)

Traditional Variations

 7.5% 6.9%40 Stocks / 60 Bonds

 8.5% 9.7%60 Stocks / 40 Bonds

 9.4% 12.8%80 Stocks / 20 Bonds

Variations with Alternatives

 8.5% 6.5%30 Alts / 30 Stocks / 40 Bonds

 9.0% 8.0%30 Alts / 40 Stocks / 30 Bonds

 9.5% 9.5%30 Alts / 50 Stocks / 20 Bonds



Q&A



Important information
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This presentation has been prepared by MA Asset Management Ltd (ACN 142 008 535) (AFSL 327 
515) and MAAM RE Ltd as Trustee/Responsible Entity (as applicable) of the relevant funds mentioned 
in the presentations (MA) and is provided to wholesale investors as defined under section 761G of the 
Corporations Act for informational purposes only.

All investments carry risk. Different investments carry different levels of risk, depending on the 
investment strategy and the underlying assets. Generally, the higher the potential return of an 
investment, the greater the risk. More information on the risks of investing in the funds is contained in 
the relevant Information Memorandum or Product Disclosure Statement, which should be considered 
before deciding to invest in any of the funds.

MA has not and does not intend to verify independently any of such information, all of which MA 
assumes is accurate and complete in all material respects. Except as required by law, MA, their 
related bodies corporate and other affiliates, and their respective, officers, employees, consultants and 
agents (the Group) make no representation or warranty as to the accuracy, completeness, timeliness, 
fairness or reliability of the information in this presentation. To the maximum extent permitted by law, 
no member of the Group accepts any liability (including without limitation, any liability arising from fault 
or negligence on the part of any of them) for any loss whatsoever arising from any use of this 
presentation or otherwise arising in connection with it.

This presentation may contain forward-looking statements, forecasts, estimates and projections 
(Forward Statements). Neither any member of the Group nor any independent third party has reviewed 
the reasonableness of any Forward Statements or the assumptions that underlie them. No member of 
the Group represents or warrants that any Forward Statements will be achieved or will prove to be 
correct or that the assumptions on which the Forward Statements are based are reasonable.

Past performance is not a reliable indicator of future performance.

This presentation is solely for information purposes. Any recipients should consider it along with all 
other facts, advice and its own insights before making its own independent decisions. MA accepts no 
responsibility to update any person regarding any inaccuracy, omission or change in information in this 
presentation or any other information made available to a person nor any obligation to furnish the 
person with any further information.

The information contained in this presentation is confidential and may not be disseminated, distributed 
or reviewed without the express written consent of MA. If the recipient of this presentation is not the 
intended recipient, you are hereby notified that any dissemination, distribution or copying of this 
document is strictly prohibited and you are required to either destroy or return this presentation to MA.

The information contained in this presentation is of a general nature only and has been prepared 
without taking into account the recipient’s objectives, financial situation or needs. Before making any 
investment decision a recipient should consider obtaining professional investment advice that takes 
into account their personal circumstances and should read the relevant Information Memorandum or 
Product Disclosure Statement.

This presentation is not an offer to sell or a solicitation of an indication of interest to purchase any 
security or other financial instrument. It is not a commitment to underwrite any security, to loan any 
funds or to make any investment.




