
Bond Betas to U.S. 10y Treasuries (trailing 18M)

Quick Take: Neglected History—

A Shift in Bond-Stock Diversification

Drawdowns: Cap-weighted, low vol, and 60/40In 2022, Bonds have Not Delivered Familiar Protection

• In recent decades, asset owners grew accustomed to 

diversification benefits from sovereign bonds. During market 

shocks, their negative correlation with stocks lent significant 

protection to 60/40 portfolios (top chart).

• But during the 2022 sell-off, 60/40 allocations have exhibited 

less of a defensive character than in past selloffs. 

• In contrast, low beta equities (light blue bars) have provided 

material downside protection* this year, in fact outperforming 

the canonical balanced allocation.

An Interesting Shift in Stock-Bond Comovement

• The lack of diversification from bonds reflects the nature of the 

2022 selloff. Bonds and broad equity indexes have struggled 

alike as rising commodity prices and supply shocks have 

simultaneously generated inflation and threatened growth.

• Within equities, however, low volatility portfolios have benefited  

from typical cross-sectional performance patterns. While higher 

vol sectors geared to growth have performed poorly, including 

IT, consumer discretionary, and communications, lower vol 

sectors, including utilities and consumer staples, have fared 

better.

• An interesting result is that in this rising-rate selloff, sectors that 

for years have been anticorrelated with bonds have behaved 

like bond proxies. Meanwhile, high-yielding sectors commonly 

thought of as proxies for bonds have helped to diversify them 

and, in the process, reduced portfolio risk (middle chart)

• While atypical of more recent history, the positive comovement

between stocks and bonds should not come as a surprise. For 

decades prior to 2000, it was the norm (bottom chart).

Deliberation in Risk Reduction

• Recent 60/40 performance is a reminder not to assume that 

bonds will diversify stocks as they have over the past 20 years. 

Allocators should consider other forms of portfolio risk 

reduction, including low vol equities and strategies deliberately 

constructed to reduce correlation with both equities and bonds.
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Drawdowns based on MSCI US Index peak to trough.

Long-term Stock-Bond Correlations (rolling 18M)

Based on Shiller U.S. equity and U.S. 10y returns
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Sources: Acadian Analysis, Equity Index Source (top two charts): MSCI Copyright MSCI 2022.

All Rights Reserved. Unpublished. PROPRIETARY TO MSCI. Long-term S&P Composite Index

total returns (bottom chart), U.S. 10y Treasury Index and 3m Treasury Bill Index Source: S&P

Copyright (c) 2022, Standard & Poor’s Financial Services LLC. All rights reserved. For illustrative

purposes only. For illustrative purposes only. Investors have the opportunity for losses as well as

profits. Past performance is no guarantee of future returns.

* See Managed Volatility in the Pandemic for discussion of historical downside protection

https://www.acadian-asset.com/investment-insights/equities/managed-volatility-in-the-pandemic---the-one-year-anniversary
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The value of investments may fall as well as rise and you may not get back your original investment. Past performance is not necessarily a guide to future 
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distribution, no representation or warranty, express or implied, is made as to the accuracy, reliability or completeness of such information.

This material contains privileged and confidential information and is intended only for the recipient/s. Any distribution, reproduction or other use of this 
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Acadian’s quantitative investment process is supported by extensive proprietary computer code. Acadian’s researchers, software developers, and IT teams 

follow a structured design, development, testing, change control, and review processes during the development of its systems and the implementation within 

our investment process. These controls and their effectiveness are subject to regular internal reviews, at least annual independent review by our SOC1 

auditor. However, despite these extensive controls it is possible that errors may occur in coding and within the investment process, as is the case with any 

complex software or data-driven model, and no guarantee or warranty can be provided that any quantitative investment model is completely free of errors. Any 

such errors could have a negative impact on investment results. We have in place control systems and processes which are intended to identify in a timely 

manner any such errors which would have a material impact on the investment process.

Acadian Asset Management LLC has wholly owned affiliates located in London, Singapore, and Sydney. Pursuant to the terms of service level agreements 

with each affiliate, employees of Acadian Asset Management LLC may provide certain services on behalf of each affiliate and employees of each affiliate may 
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Acadian Asset Management LLC is registered as an investment adviser with the U.S. Securities and Exchange Commission. Registration of an investment 
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Acadian Asset Management (Singapore) Pte Ltd, (Registration Number: 199902125D) is licensed by the Monetary Authority of Singapore. 

Acadian Asset Management (Australia) Limited (ABN 41 114 200 127) is the holder of Australian financial services license number 291872 ("AFSL"). Under 
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This marketing material is not to be provided to retail clients. 

Acadian Asset Management (UK) Limited is authorized and regulated by the Financial Conduct Authority ('the FCA') and is a limited liability company 
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