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What’s included?

This analysis revisits the key points from our 2021

white paper: Low bond yields and the 60/40 portfolio.*

It covers:

*Defining the 60/40 portfolio

The 60/40 portfolio is a common industry benchmark portfolio representing a portfolio of 60% equities and 40% bonds. For the 

purposes of this document, the 60/40 portfolio consists of 60% S&P 500 TR Index and 40% JP Morgan US Government Bond Index. 

Performance figures that combine S&P 500 TR Index and the JP Morgan US Government Bond Index are hypothetical. While based 

on the actual historical data of each, results are purely the product of simulation and there was no actual trading or actual profits 

for these scenarios. An explanation of the indices can be found on page eight of this document. The actual historical returns of the 

S&P TR Index and JP Morgan US Government Bond Index can be found on page 28 of the white paper. Please see page seven for 

information about the inherent limitations of hypothetical performance results.

http://www.abbeycapital.com
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Favourable valuations

Starting valuations for 

equities and bonds were not 

high by historical standards 
at the start of the last 

decade, unlike today.

Favourable  

market conditions

Low inflation, steady 

economic growth and 
ongoing monetary policy 

support- aided bonds  

and equities for much of 

the period.

Negative correlation

Bonds and equities have 

had a negative correlation, 

reducing the volatility of the 

60/40 portfolio.

The performance 
of the 60/40 
portfolio over  
the last 10 years

Performance review

The 60/40 portfolio - 60% equities and 40% 

government bonds - has long been touted as a simple 

yet effective asset allocation plan for investors.

It has delivered an annualised return of just under 
11%* in the last 10 years and little more than half 

the volatility of equities.

There were three key driving forces for this 

performance.

Private & confidential. Past results are not indicative of future results. Trading in futures is not suitable  
for all investors given its speculative nature and the high level of risk involved, including the risk of loss. 
*As of December 20221. Please see page seven for information about the inherent limitations of 

hypothetical performance results.
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The changing landscape

The conditions that led to success for the 60/40 
portfolio in the last 10 years are shifting: investors 

are facing a new and changing landscape ahead.

The outlook for government bonds

In particular, there are reasons to be cautious about 

the outlook for government bonds - with three key 

factors to consider.

Low bond yields

Despite rising in 2021, global 

yields remain low in a 

historical context.  Over the 

long term, the starting level 

of yields has been a good 

predictor of future returns -  

so lower bond yields could 

point to lower returns in the 

years ahead.

Interest rate risk

At lower levels of yields,  

bonds are more sensitive  to 
a rise in interest rates. With 

tighter monetary policy now 

being signaled for 2022 and 

beyond, this means that 

interest rate or duration risk 

may be higher. 

Correlation uncertainty

It’s possible the bond-equity 

correlation could turn 
positive, as we saw at times in 

2021 amid rising inflation. 

With positive correlation, the 

volatility of the 60/40 portfolio 

would increase as there may 

be periods when bonds and 

equities are  

both declining.
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Three reasons 
why managed 
futures can present 
a compelling 
alternative strategy

Key considerations

When considering alternative strategies to 

government bonds - including other fixed income 

strategies, real assets, hedge funds and managed 

futures - we believe investors need to think about 

multiple factors. 

They need to look at not just historical returns, but 

also the correlation to equities and the ability to 

generate positive performance in crisis periods.

Assessed against these criteria, we believe managed 

futures* can present a compelling alternative strategy 

for investors considering diversified alternatives to 

the 60/40 portfolio.

Correlation to equities

Managed futures have 

historically had a low to 

slightly negative correlation 

to equities. 

Performance in 

 crisis periods

Managed futures can  

deliver positive performance 

in equity bear markets and 

have tended to exhibit a 

convex return profile in 

periods of stress for equities.

Performance during periods 

of higher inflation

Managed futures have the 

potential to benefit from 

higher inflation - particularly 

if it was associated with price 
trends in commodities as we 

saw in 2021. 

Private & confidential. Past results are not indicative of future results. Trading in futures is not suitable  
for all investors given its speculative nature and the high level of risk involved, including the risk of loss.

*The SG CTA Index is used to represent the managed futures industry for the purposes of this paper. This index may not be directly comparable with specific 
managed futures products and is included for illustrative purposes only. A description of the SG CTA Index is included on page eight.
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For more information  
and analysis, download our 2021  

white paper on this topic: Low bond  
yields and the 60/40 portfolio.

The white paper explores the same themes in depth - assessing the  implications of 
low bond yields for the 60/40 portfolio, why now might be the time to reassess 
allocation plans and the merits of including  managed futures as alternatives to 

government bonds.

DOWNLOAD
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This document contains information 
provided by or about Abbey Capital 
Limited (“Abbey Capital”). It is for the 
purpose of providing general information 
and does not purport to be full or 
complete or to constitute advice.

Abbey Capital: Abbey Capital is a private 
company limited by shares incorporated 
in Ireland (registration number 327102). 
Abbey Capital is authorised and regulated 
by the Central Bank of Ireland as an 
Alternative Investment Fund Manager 
under Regulation 9 of the European Union 
(Alternative Investment Fund Managers) 
Regulations 2013 (“AIFMD”). Abbey 
Capital is registered as a Commodity Pool 
Operator and Commodity Trading Advisor 
with the U.S. Commodity Futures Trading 
Commission (“CFTC”) and is a member 
of the U.S. National Futures Association 
(“NFA”). Abbey Capital is also registered as 
an Investment Advisor with the Securities 
Exchange Commission (“SEC”) in the 
United States of America. Abbey Capital 
(US) LLC is a wholly owned subsidiary of 
Abbey Capital. None of the regulators 
listed herein endorse, indemnify or 
guarantee the member’s business 
practices, selling methods, the class or 
type of securities offered, or any specific 
security.

While Abbey Capital has taken reasonable 
care to ensure that the sources of 
information herein are reliable, Abbey 
Capital does not guarantee the accuracy 
or completeness of such data (and same 
may not be independently verified or 
audited) and accepts no liability for 
any inaccuracy or omission. Opinions, 
estimates, projections and information 
are current as on the date indicated on 
this document and are subject to change 
without notice. Abbey Capital undertakes 
no obligation to update such information 
as of a more recent date.

Pursuant to an exemption from the 
CFTC in connection with accounts of 
qualified eligible persons, this report is 
not required to be, and has not been, 
filed with the CFTC. The CFTC, the SEC, 
the Central Bank of Ireland or any other 
regulator have not passed upon the merits 
of participating in any trading programs 
or funds promoted by Abbey Capital, 

nor have they reviewed or passed on the 
adequacy or accuracy of this report.

Risk Factors: Trading in derivatives 
contracts is not suitable for all investors 
given its speculative nature and the 
high level of risk involved, including the 
risk of loss. This brief statement cannot 
disclose all of the risks and other factors 
necessary to evaluate a participation in a 
fund managed by Abbey Capital. It does 
not take into account the investment 
objectives, financial position or particular 
needs of any particular investor. Trading 
in futures is not suitable for all investors 
given its speculative nature and the high 
level of risk involved. Prospective investors 
should take appropriate investment 
advice and inform themselves as to 
applicable legal requirements, exchange 
control regulations and taxes in the 
countries of their citizenship, residence or 
domicile. Investors must make their own 
investment decision, having reviewed 
the applicable fund offering material 
carefully and consider whether trading 
is appropriate for them in light of their 
experience, specific investment objectives 
and financial position, and using such 
independent advisors as they believe 
necessary. The attention of prospective 
investors in any fund managed by Abbey 
Capital is drawn to the potential risks set 
out in the offering material of that fund 
under the heading ‘Risk Factors’.

Where an investment is denominated 
in a currency other than the investor’s 
currency, changes in the rates of exchange 
may have an adverse effect on the value, 
price of, or income derived from the 
investment. Past performance is not a 
guide to future performance. Income from 
investments may fluctuate. The price or 
value of the investments to which this 
report relates, either directly or indirectly, 
may fall or rise against the interest of 
investors and can result in a total loss of 
initial investment. 

Certain assumptions may have been 
made in this analysis, that have 
resulted in the returns detailed 
herein. No representation is made 
that any returns indicated herein will 
actually be achieved.

HYPOTHETICAL PERFORMANCE 
RESULTS HAVE MANY INHERENT 
LIMITATIONS, SOME OF WHICH 
ARE DESCRIBED BELOW. NO 
REPRESENTATION IS BEING MADE 
THAT ANY ACCOUNT WILL OR IS 
LIKELY TO ACHIEVE PROFITS OR 
LOSSES SIMILAR TO THOSE SHOWN. 
IN FACT, THERE ARE FREQUENTLY 
SHARP DIFFERENCES BETWEEN 
HYPOTHETICAL PERFORMANCE 
RESULTS AND THE ACTUAL RESULTS 
SUBSEQUENTLY ACHIEVED BY ANY 
PARTICULAR TRADING PROGRAM. 
ONE OF THE LIMITATIONS OF 
HYPOTHETICAL PERFORMANCE 
RESULTS IS THAT THEY ARE 
GENERALLY PREPARED WITH THE 
BENEFIT OF HINDSIGHT. IN ADDITION, 
HYPOTHETICAL TRADING DOES NOT 
INVOLVE FINANCIAL RISK, AND NO 
HYPOTHETICAL TRADING RECORD 
CAN COMPLETELY ACCOUNT FOR THE 
IMPACT OF FINANCIAL RISK IN ACTUAL 
TRADING. FOR EXAMPLE, THE ABILITY 
TO WITHSTAND LOSSES OR ADHERE 
TO A PARTICULAR TRADING PROGRAM 
IN SPITE OF TRADING LOSSES ARE 
MATERIAL POINTS WHICH CAN ALSO 
ADVERSELY AFFECT ACTUAL TRADING 
RESULTS. THERE ARE NUMEROUS 
OTHER FACTORS RELATED TO THE 
MARKETS IN GENERAL OR TO THE 
IMPLEMENTATION OF ANY SPECIFIC 
TRADING PROGRAM WHICH CANNOT 
BE FULLY ACCOUNTED FOR IN THE 
PREPARATION OF HYPOTHETICAL 
PERFORMANCE RESULTS AND ALL 
OF WHICH CAN ADVERSELY AFFECT 
ACTUAL TRADING RESULTS. HENCE 
NO REPRESENTATION IS BEING MADE 
THAT ACTUAL PROFITS OR LOSSES 
WILL BE SIMILAR TO THOSE SHOWN IN 
THIS REPORT. }

Important Information,  
Risk Factors & Disclosures

Private & confidential. Past results are not indicative of future results. Trading in futures is not suitable  
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Customised Solutions: Funds structured 
and managed by Abbey Capital are 
structured as collective investment 
undertakings that fall within the AIFMD 
definition of “alternative investment 
fund”. Abbey Capital provides investment 
management services to these funds and 
not to any individual entities that invest in 
the funds. 

Potential Investors: All potential 
investors are urged to consult with their 
own professional advisors with respect to 
legal, financial and taxation consequences 
of any specific investments they are 
considering in funds managed by Abbey 
Capital.

The information herein is not intended 
to and shall not in any way constitute an 
invitation to invest in any of the funds 
managed by Abbey Capital. Any offer, 
solicitation or subscription for interests 
in any of the funds managed by Abbey 
Capital shall only be made pursuant to the 
terms of the relevant offering material, 
including the subscription agreement 
and no reliance shall be placed on the 
information contained herein.

This document and all of the information 
contained in it is proprietary information 
of Abbey Capital and intended solely for 
the use of the individual or entity to whom 
it is addressed or those who have accessed 
it on the Abbey Capital website. Under no 
circumstances may it be reproduced or 
disseminated in whole or in part without 
the prior written permission of Abbey 
Capital 

Information for investors in the 
European Economic Area: This 
document is not for general circulation 
to the public in the European Economic 
Area (“EEA”). The funds managed by 
Abbey Capital may only be marketed in 
the EEA in accordance with the Alternative 
Investment Fund Managers Directive 
(Directive (2011/61/EU)) (“AIFMD”) 
to Professional Investors, as defined in 
AIFMD, unless otherwise permitted by 
applicable law or regulation. 

Information for investors in Kuwait: 
This document is not for general 
circulation to the public in Kuwait. 
None of the funds managed by Abbey 
Capital have been licensed for offering 
in Kuwait by the Kuwait Capital Markets 
Authority or any other relevant Kuwaiti 
government agency. The offering of 
any funds managed by Abbey Capital in 
Kuwait on the basis of a private placement 
or public offering is, therefore, restricted 
in accordance with Law No. 7 of 2010 
and the bylaws thereto (as amended). 
No private or public offering of any funds 
managed by Abbey Capital is being made 
in Kuwait, and no agreement relating to 
the sale of any funds managed by Abbey 
Capital will be concluded in Kuwait. No 
marketing or solicitation or inducement 
activities are being used to offer or market 
any funds managed by Abbey Capital in 
Kuwait. 

Information for investors in 
Switzerland: This document may only 
be issued, circulated or distributed so 
as not to constitute an offering to the 
general public in Switzerland. Certain 
funds managed by Abbey Capital are 
compliant with Swiss law for distribution 
to qualified investors in or from 
Switzerland. Investors in Switzerland can 
obtain the documents of these particular 
funds, such as the Confidential Private 
Placement Memorandum, the Bye-laws 
and the financial reports free of charge 
from the Swiss representative. The Swiss 
representative is Carnegie Fund Services 
S.A., 11, rue du General-Dufour, 1204 
Geneva. The Swiss paying agent is Banque 
Cantonale de Geneve, 17, quai de l’Ile, 
1204 Geneva, Switzerland. Recipients 
of this document in Switzerland should 
not pass it on to anyone without first 
consulting their legal or other appropriate 
professional adviser, or the Swiss 
representative.

S&P 500 Total Return Index  
(Start Date: Feb-1988) Used to  
represent US equities: The S&P 500 
Total Return Index (“S&P 500 TR”) is a 
market capitalisation-weighted price-
only index, comprised of 500 widely-held 
common stocks listed on the NYSE and 
NASDAQ. The performance data of the 
S&P 500 Total Return Index includes the 
reinvestment of all dividends but does not 
subtract fees or expenses.

JP Morgan US Government Bond 
Index (Start Date: Dec-1985) Used 
to represent US Treasuries: The JP 
Morgan US Government Index is a leading 
measure of US government bond market 
performance. The index measures the 
total return of US Treasury securities 
across the whole yield curve.

SG CTA Index (Start Date: Jan-2000)  
Used to represent Managed Futures: 
The SG CTA Index is an equally weighted 
index. It is calculated daily using a pool of 
CTAs selected from the larger managers 
that are open to new investment. The 
index is rebalanced annually. 

Important Information,  
Risk Factors & Disclosures

Description 
of Indices
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Tel: +353 1 828 0400
businessdevelopment@
abbeycapital.com

SUBSIDIARY

Abbey Capital (US) LLC,
1270 Avenue of the Americas, 
Suite 212, New York, NY 10022

Tel: +1 646 453 7850
businessdevelopment@
abbeycapital.com

Contact Us
HEADQUARTERS

Abbey Capital Limited,
8 St. Stephen’s Green, 
Dublin 2, Ireland, D02 VK30, 

Ireland
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