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Traditional 60% equities / 40% bonds portfolio has generated stellar 
average annual returns during the last four decades. However, the 
current outlook is more complicated due to record valuations of both 
equities and bonds. What is your current view on the return 
potential of 60/40 portfolio for the upcoming years? Do you think 
that alternative asset classes will be essential as return enhancers? 
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Anne-Françoise Blüher  
Head of Asset Allocation, Conseq Investment Management  

Within the 60/40 portfolio the 60% equity part seeks to generate income and the 40% fixed 
income part to dampen the volatility of the portfolio´s return. Traditionally, this approach uses 
US stocks and bonds, which actually both reveal high valuations. There is empirical evidence, 
that high valuation has had a negative impact on equity returns over the longer term. For the 
bond part to dampen the volatility of the portfolio´s return, bond prices need to rise, when 
equity prices fall (negative correlation). However, research shows that during periods of higher 
inflation, this relationship inverts, i.e. bond prices are falling, when equity prices fall. In 
addition, bond yields are at low levels. All this suggest that a 60/40 portfolio is likely to generate 
a lower return in the future compared to the past decades. Alternative asset classes, with low or 
negative correlation to other asset classes in the portfolio and which offer an attractive return, 
will certainly help to enhance and stabilize the portfolio´s return. Yet, also an active 
management of the portfolio and diversification out of the traditional markets for example into 
emerging markets equities or niches in the fixed income space, can help. 

 

 
Jan Vejmělek  
Chief Economist and Head of Economic & Strategy Research, Komerční banka  

We agree that the traditional 60 % equity – 40 % bond portfolio has a lower return potential than 
in previous decades, which is caused mostly by the current environment of globally low interest 
rates. Nevertheless, this strategy still remains a good option for a passive long-term investor. In 
the coming years, equity returns might still be close to historical averages, because the low 
interest rates could keep valuation at above-average levels. 
On the other hand, we believe that for most investors it is suitable to add some alternative assets 
to their portfolio in order to enhance expected returns (through exposure to private equity or 
real estate investments) as well as to increase overall diversification (by adding gold or 
eventually other commodities). Fixed-income investments should remain in the portfolio, but 
their diversification power is somewhat reduced in the world of low yields, in our view. 
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Richard Pokorný  
Head of Capital Markets, MiddleCap  

We think the traditional 60/40 portfolio is not the right allocation strategy going forward. 
Monetary policies, which have been consistently applied since the global financial crisis 
completely disrupted portfolio management as we know it (and helped to create Bitcoin and 
other cryptocurrencies). Bonds are very expensive, are prone to revaluation risks (especially 
long duration bonds), as yields will probably increase in the future. In addition, many are 
already generating negative real yields. We think current portfolio allocation should comprise 
selected equites, gold, cash reserve (we believe volatility will come back to the market) and for 
crypto proponents very small allocation to Bitcoin/Ethereum due to asymmetric risk/return 
profile. With regards to equity allocation, one should be well diversified (outside main indices) 
and should construct portfolio with some exposure to countries outside US (Canada, UK, Japan, 
Asia, Latam). In terms of type of companies, value investments should perform well after 
historic underperformance. With respect to compounder/growth investments, more emphasis 
should be placed on valuation and portfolio should include companies, for which pandemic 
unlocked long-term sustainable growth (demand was pulled forward) rather than companies, 
which during pandemic borrowed demand from the future. 
 
 
 

 
Čestmír Riesenfeld  
Head of Analysts, PP Asset Management  

Nowadays I do not see any reason for the 60/40 portfolio. In my opinion, the bond market is not 
in good conditions. Yield spreads between German and Greek government bonds suggest a 
minimal difference between these two economies.  
I prefer the idea of wider diversification through more asset classes. This approach can be seen, 
for example, in Harry Browne's Permanent Portfolio Theory. Permanent Portfolio consists of 
stocks, bonds, cash and precious metals, 25% of each asset class. In our fund cash allocation for 
daily trading worked very well during deep S&P500 or PX slumps in February and March 2020, 
when the fund had positive returns during these months.   
For the 2020s I would compile a retail investor portfolio based on value stocks with a dividend 
yield (e.g. 70%), precious metals (e.g. 10%), cash (e.g. 15%) and alternatives like Bitcoin (e.g. 5%). 
The investor should not underestimate value stocks, which are less sensitive to interest rate 
increases. During interest rates’ and required bond yields to maturity’s increases I would 
reinvest dividends from stocks into bonds with already higher yields to maturity compared to 
the current yield levels. 
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Piotr Palenik  
Portfolio Manager, Opoka TFI  

Considering that valuations are high in both bonds and equities I do not think that the returns 
on 60/40 portfolio will be comparable to what we saw last decades. I mean – in real terms. In 
nominal terms returns may be fairly high as I believe that the inflation is not "transitory".   
However, it is not the case that other asset classes are cheap. Just the opposite. Markets have 
already started chasing for alternative assets and their valuations are high as well. Therefore, 
adding them to the portfolio may enhance returns but not on risk-adjusted basis. 
 

 
 
Pavel Hadroušek  
Trader, Fio banka  

Traditional balanced portfolio with 60% stocks and 40% bonds returned more than 10% p.a. 
(even after inflation) during the last decade in the US. Given 60/40´s stellar performance, 
investors are more likely to look back than forward. But the combination of the current S&P 500 
earnings yield (2,23%) and the yield on inflation-protected Treasuries produces a dire outlook.  
Past isn´t a prologue. The cost of expensive equities valuations is the lower earnings yields. 
Bonds could go under pressure from the rising inflation, reducing the average annual return of 
the portfolio. Returns on the traditional balanced portfolio could approach big drop versus the 
last decades. Investors will need to accept much higher volatility as well. One of the biggest red 
flags is the Shiller PE ratio (a measure of inflation-adjusted earnings over previous 10 years), 
which closed at 37.5x. Precedent suggests that premium valuations aren´t well-tolerated for 
long periods of time.  
So, what the next decade might look like? One could expect sharply lower returns ahead. If an 
invisible sculpture can be sold for 18 000 USD, perhaps there is no easy way to reach for extra 
returns in alternative asset classes as well. Looks like we are in a raging mania in all assets. 

 
 

 
Matúš Strážnický  
Investor  

The traditional 60/40 portfolio has still its relevance as long as the investor is happy with its risk-
reward profile. What is inside the 60/40 is what counts. When the investor starts to be keen 
about benchmarking, (out)performance and volatility, ideas about incorporating alternative 
asset classes come in. And why not including them in a meaningful share? There is a plethora of 
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alternatives, but their proper due diligence and some understanding on how they operate inside 
is advisable. Not to speak about basic understanding on their liquidity parameters, cost 
structure and related fees. 
With current elevated valuations appearing to stay for some time, any meaningful and justified 
diversification, whether for enhancing the alpha or smoothing out the portfolio, should be 
welcome. New products in the alternatives space are easier to come by than any time before. 
 
 
 

 
Miloš Lang  
Co-Owner Pech & Partneři – Investment Advisory Services in the Czech Republic  

We live in a crazy world. The stock market is at or near the most-expensive levels ever by most 
measures, average global bond YTM is touching 1 %. In combination of inflation forecasts we 
don´t count with a positive real return in next few years. What we can do? Our approach to 
setting portfolio is different from the classic view. We included alternatives and real-estate 
funds before the Covid shock last year. We think about the portfolio like a puzzle with different 
low correlated assets. And we combine these asset classes with a significant weight. Last but not 
least we hold a significant cash position. Traditional portfolio is dead for now. Alternatives and 
real-estates are crucial for risk/reward improvement. On the other hand, you can do much more 
on equity and bond side, too. On equity side we try to define next disruptive themes like energy 
transition, access to water, artificial intelligence etc. and combine them with a global value 
strategy. Commodity linked sectors we use as a hedge against inflation. On the bond side we try 
to find still real returns at acceptable level of risk, i.e. emerging markets debt. 
 
 

 
Ondřej Koňák  
Portfolio Manager, Partners  

I do not like anything, what is inflexible. That stands for 60/40 rule as well as I guess that the 
ratio of risky to safe assets should change at least within the investor`s lifetime. The younger 
you are, the higher portion of risky assets you should have and vice versa. When you asked me, 
if the ratio should be adjusted accordingly to market situation, I would say, yes. But this should 
be performed with respect to the costs, as transaction costs may worsen the overall benefits of 
the adjustment. As written in the previous note, I perceive the current equity valuations as 
justified, to certain extent, by low interest rates. Hence, I would not adjust the overall ratio, just 
change the structure within the equity side in favour of value and more traditional stocks with 
an attractive dividend yield at the expense of growth stocks that tend to be more vulnerable to 
normalization of the interest rate cycle. 
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Jan Záhumenský  
Investment Analyst, Sirius Investiční Společnost  

With bond yields near their all-time historical lows, bonds and equities behave very similarly, 
questioning the diversification benefits of the traditional 60% equities / 40% fixed income 
portfolio. Investors can more than ever benefit by broadening their investible universe to 
alternative asset classes or strategies, which can still offer attractive returns without taking 
excessive market risks. One such strategy can be, for example, long/short equity strategy with 
zero net exposure. Skilled portfolio managers can, by being long good company and short bad 
company, extract only the idiosyncratic risk and return, leaving market risk such as rising 
interest rates out of the equation. There are plenty of other interesting strategies, such as market 
arbitrage or litigation finance. 
 

 
 
Radim Dohnal 
Investor  

Government bonds are really overvalued. And a lot of stocks as well, but I want to emphasize the 
selectivity. I can see some stocks, sectors and countries which are fairly priced, e.g. CEE+Russia 
dividend play. The same I can say about some corporate bonds. Alternative assets face a similar 
issue – huge inflow of liquidity which is pushing yields down. One has to seek for fair yields as 
well. But such a search is easier because some alternative asset classes are still undiscovered. 
What is hugely discovered is mostly overpriced are crypto assets, diamonds and residential 
properties. I like and prefer alternative assets which are yielding a stable income and such an 
alternative is uncorrelated to main street investments and offering a fair liquidity. 
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