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REPORTS OF THE
DEATH OF 60/40
HAVE BEEN GREATLY
EXAGGERATED

Usually, death is eternal, whilst, if you listen to the broader market Authors

place, the death of the 60/40 always only lasts a couple of
months. Throughout the market turmoil and uncertainty investors
have experienced over the last 18 months the confidence in
balanced portfolios that normally combine the best of both
worlds, ie. the prospect for higher returns than bonds while
reducing the magnitude of significant drawdowns from equities,
has (once again) faded.

 »

Matthew Bullock
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The Portfolio Construction and Strategy (PCS) Team at Janus Henderson believes
that it is (once again) too early to call time on the classic “60/40"" and traditional
balanced portfolios. Despite the ongoing war in Ukraine and skyrocketing commodity
prices, soaring inflation and consequent aggressive monetary tightening, patient
investors have been rewarded with double-digit returns thus far in 2023 for staying
the course.

US and Global Balanced portfolio returns YTD

Time | S&P500TR | Bloomberg | US 60/402 | MSCIACWI | Bloomberg Global
Period usb US Agg NR USD Global 60/40° Sabrina Denis
Bond TR Aggregate Senior Portfolio
usb TRUSD Strategist
1Jan
2023 -31 20.7% 2.0% 13.2% 18.1% 21% 1.6%
July 2023

Source: Morningstar & Janus Henderson Portfolio Construction and Strategy Team. 1 January 2023 to 31 July 2023.
Past performance does not predict future returns.

The story of the balanced portfolio is one of consistency and long-term investment.
Though there is no guarantee of positive returns each year, investors using the classic
60/40 hypothetical portfolio historically have been able to finish any given calendar year

1

in positive territory around 80% of all years from 1928 through to 2022*. Over this Mario Aguilar
period, the average return of this hypotheical 60/40 portfolio has been 8.9% per Senior Portfolio
annum. There were just four times in the past 95 years when both equity and bond Strategist

markets fell during the same year and in which the returns of balanced allocations
subsequently also slipped into the red: 1931, 1941, 1969 and, most recently, 2022.

! The term ‘60/40 is generally used to describe a ‘balanced’ portfolio with a 60% allocation to stocks and a 40% allocation to bonds. Depending on clients’
individual investment objectives and goals, however, balanced portfolios typically range between 40%-60% equities. 2 Hypothetical portfolio consisting of 60%
invested in the S&P 500 TR USD Index and 40% in the Bloomberg US Agg Bond TR USD Index. ® Hypothetical portfolio consisting of 60% invested in the
MSCI ACWINR USD Index and 40% in the Bloomberg Global Aggregate TR USD Index. * Source: Morningstar, Janus Henderson Portfolio Construction and
Strategy (PCS) Team. Returns for a hypothetical portfolio consisting of 60% invested in the S&P 500 TR USD Index and 40% in the Bloomberg US Agg Bond
TR USD Index from 1 January 1928 to 31 December 2022. Past performance does not predict future returns.
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Reports of the death of 60/40 have been greatly exaggerated

Not once in a lifetime, but once in decades

Double-digit declines in 60/40 portfolios are not uncommon,
and history also shows that markets more often than not
have rebounded within the 12 months following a bear
market. The sell-off in both equity and fixed income markets
in 2022 has largely been attributed to the shift from a

guantative easing to a tightening environment, where much
of the repricing has now occurred. If investors had followed
the market’s siren song about the death of the 60/40 in
2022 and changed their allocations accordingly, they would
have missed out on the subsequent rebound.

2022 was an outlier when it came to equity and bond returns
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Source: Bloomberg, Morningstar, Janus Henderson Portfolio Construction and Strategy Team. Annual returns 1 January 1928 to 31 December 2022. S&P 500 TR USD; US
Agg TR USD; *YTD as of end of July 2023. Past performance does not predict future returns.

Who dares wins

Balanced portfolios have the unique characteristic of providing
investors with a competitive return during positive market
environments and pack an element of fixed income-like
mitigate downside risk during selloffs. Both equities and fixed
income typically suffer in periods with unprecedented high
inflation. This was one of the main challenges markets faced
in 2021 and 2022, which contributed to doubts regarding the

resilience of 60/40 portfolios, leading to claims of its
untimely demise.

Looking back, we can see that during periods of high,
medium and low inflation, investors have still been able to
generate a real return (net of taxes and inflation) of at least 4%
per annum if they stayed invested in a 60/40 model portfolio
over a rolling period of 10 years (with a probability of 86%).

Periods of significant turmoil across asset classes have historically been followed by periods of

much better performance
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Source: Bloomberg, Morningstar, Portfolio Construction and Strategy. Annual returns 1928-2022. S&P 500 TR USD; US Agg TR USD; YTD as at end of July 2023. Past

performance does not predict future returns.
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Reports of the death of 60/40 have been greatly exaggerated

Consistency is key

Staying invested in the 60/40 over the long-term (10 years) has a 86% hit ratio of achieving real
returns of at least 4% per year

Probability of outperforming inflation +4% (1977-2023)
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Source: Bloomberg, Morningstar, Janus Henderson Portfolio Construction and Strategy Team. Monthly returns 1 January 1977 to 31 July 2023.

Please note: This is a hypothetical portfolio consisting of 60% invested in the S&P 500 TR USD Index and 40% in the Bloomberg US Agg Bond TR USD Index. It is used
here purely for illustration purposes. No accounts were managed using the portfolio composition for the periods shown and no representation is made that the hypothetical
returns would be similar to actual performance. Past performance does not predict future returns.

Diversification and risk mitigation

This historical performance highlights one of the key bonds. During the Global Financial Crisis (GFC), the
strengths of a 60/40 strategy. The ability to generate drawdown on the 60/40 model portfolio was one-third
performance over time with less impactful drawdowns, and lower than it was for the S&P 500 Index, and the recovery
a faster recovery than exposure to just equities, or just was 15 months quicker.

60/40 portfolios have historically experienced lower drawdowns and faster recoveries than equities

0
-10%
-20%
-30%

-40%

Drawdown

-50%

-60%
1990 1993 1996 1999 2002 2005 2008 201 2014 2017 2020 2023

— Equity — Bonds —60/40

Source: Bloomberg, Morningstar, Janus Henderson Portfolio Construction and Strategy Team. 1 January 1990 to 31 July 2023. Please note: The 60/40 portfolio used here is
a hypothetical portfolio consisting of 60% invested in the S&P 500 TR USD Index and 40% in the Bloomberg US Agg Bond TR USD Index. It is used here purely for
illustration purposes. No accounts were managed using the portfolio composition for the periods shown and no representation is made that the hypothetical returns would
be similar to actual performance. Past performance does not predict future returns.
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Reports of the death of 60/40 have been greatly exaggerated

Periods of persistently high inflation are uncommon

Periods of unexpectedly high inflation are not common —the ~ exogenous events (namely the Iranian Revolution and a
average inflation (year on year) seen in the US over the past  global disruption of oil supplies). Markets adapt, and the

45 years (1 January 1977 to 31 December 2022) is 3.6%. scale of government and central bank intervention in 2022
This has been exceeded for multiple years in a row only in and 2023 suggests that most developed markets are already
the late 1970s and early 1980s, due in part to specific past the peak.

Significant changes in monetary policy have been aimed at trying to bring inflation under control
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Source: Bloomberg, Moringstar, Portfolio Construction and Strategy Team. Inflation is shown using US Consumer Price Index (CPI) YoY NSA, 1 January 1977 to 31 July
2023. Past performance does not predict future returns.

We on the PCS team believe that a nimble allocation of focus should remain on providing a thoughtful, forward-
dynamic, actively managed asset allocation strategies can looking asset allocation process that aligns with the client’s
help investors to stay true to their long-term objectives. Too goals, time horizons and risk tolerances, as well as thorough

often, we have seen commentators proclaiming the death of due diligence on the relevant regional, sector and asset
the traditional 60/40 ‘balanced’ portfolio, only for them to fall  class exposures.
back in love with it a short time later. We believe investors

Page 4 of 5



Reports of the death of 60/40 have been greatly exaggerated

About the Portfolio Construction and Strategy Team

The PCS Team provides tailored analysis and insight on investment portfolios. From thousands of consultations, the team
identifies trends and opportunities in portfolio construction.

Our goal is to help investors make sense of what's happening in the market, the portfolio implications and how to seek an
investment edge through our practical insights.

Janus Henderson

Important information:

Environmental, Social and Governance (ESG) or sustainable investing considers factors beyond traditional financial analysis. This may limit available
investments and cause performance and exposures to differ from, and potentially be more concentrated in certain areas than, the broader market.

The views presented are as of the date published. They are for information purposes only and should not be used or construed as investment, legal or tax advice
or as an offer to sell, a solicitation of an offer to buy, or a recommendation to buy, sell or hold any security, investment strategy or market sector. Nothing in this
material shall be deemed to be a direct or indirect provision of investment management services specific to any client requirements. Opinions and examples are
meant as an illustration of broader themes, are not an indication of trading intent, are subject to change and may not reflect the views of others in the organization.
Itis not intended to indicate or imply that any illustration/example mentioned is now or was ever held in any portfolio. No forecasts can be guaranteed and there
is no guarantee that the information supplied is complete or timely, nor are there any warranties with regard to the results obtained from its use. Janus Henderson
Investors is the source of data unless otherwise indicated, and has reasonable belief to rely on information and data sourced from third parties. Past performance
does not predict future returns. Investing involves risk, including the possible loss of principal and fluctuation of value.

Not all products or services are available in all jurisdictions. This material or information contained in it may be restricted by law, may not be reproduced or
referred to without express written permission or used in any jurisdiction or circumstance in which its use would be unlawful. Janus Henderson is not
responsible for any unlawful distribution of this material to any third parties, in whole or in part. The contents of this material have not been approved or
endorsed by any regulatory agency.

Janus Henderson Investors is the name under which investment products and services are provided by the entities identified in the following jurisdictions: (a) Europe by Janus
Henderson Investors International Limited (reg no. 3594615), Janus Henderson Investors UK Limited (reg. no. 906355), Janus Henderson Fund Management UK Limited (reg.
no. 2678531), Henderson Equity Partners Limited (reg. no.2606646), (each registered in England and Wales at 201 Bishopsgate, London EC2M 3AE and regulated by the
Financial Conduct Authority) and Henderson Management S.A. (reg no. B22848 at 2 Rue de Bitbourg, L1273, Luxembourg and regulated by the Commission de Surveillance du
Secteur Financier); (b) the U.S. by SEC registered investment advisers that are subsidiaries of Janus Henderson Group plc; (c) Canada through Janus Henderson Investors US
LLC only to institutional investors in certain jurisdictions; (d) Singapore by Janus Henderson Investors (Singapore) Limited (Co. registration no. 199700782N). This advertisement
or publication has not been reviewed by Monetary Authority of Singapore; (€) Hong Kong by Janus Henderson Investors Hong Kong Limited. This material has not been reviewed
by the Securities and Futures Commission of Hong Kong; (f) Taiwan R.0.C by Janus Henderson Investors Taiwan Limited (independently operated), Suite 45 A-1, Taipei 101 Tower,
No. 7, Sec. b, Xin Yi Road, Taipei (110). Tel: (02) 8101-1001. Approved SICE licence number 023, issued in 2018 by Financial Supervisory Commission; (g) South Korea by Janus
Henderson Investors (Singapore) Limited only to Qualified Professional Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-regulations);
(h) Japan by Janus Henderson Investors (Japan) Limited, regulated by Financial Services Agency and registered as a Financial Instruments Firm conducting Investment
Management Business, Investment Advisory and Agency Business and Type Il Financial Instruments Business; (i) Australia and New Zealand by Janus Henderson Investors
(Australia) Limited (ABN 47 124 279 518) and its related bodies corporate including Janus Henderson Investors (Australia) Institutional Funds Management Limited (ABN 16 165
119 531, AFSL 444266) and Janus Henderson Investors (Australia) Funds Management Limited (ABN 43 164 177 244, AFSL 444268); (j) the Middle East by Janus Henderson
Investors International Limited, regulated by the Dubai Financial Services Authority as a Representative Office. No transactions will be concluded in the Middle East and any
enquiries should be made to Janus Henderson. We may record telephone calls for our mutual protection, to improve customer service and for regulatory record keeping purposes.

Outside of the U.S., Australia, Singapore, Taiwan, Hong Kong, Europe and UK: For use only by institutional, professional, qualified and sophisticated investors, qualified distributors,
wholesale investors and wholesale clients as defined by the applicable jurisdiction. Not for public viewing or distribution. Marketing Communication.

Janus Henderson and Knowledge Shared are trademarks of Janus Henderson Group plc or one of its subsidiaries. © Janus Henderson Group plc.
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