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Figure 1: The reappearance of positive stock/bond correlation
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Source: Bloomberg, KGI WMR
New portfolio allocation to rise through macroeconomic changes

Lﬁ'@ﬁmﬂmmﬁyﬁqLﬂuﬁuﬁwmmammhwmﬂLLUULﬂ?iFJuVLﬂ nstiuilasutlessiom wasininaesduninelunesn
mmwmqLﬂummmﬁmwuﬂmmu”mmsmwm ANATNR 1 (Figure 1) azwinladnAanduius (Correlation) 351314
r;mmfa‘umenmmmmwumvmmwuwﬁ% wmmﬂu@u (Negative correlation) Nmaan 17 1 ¥ AsuiAndunn Ty
1N A=FaUANNENNI0 IUNNTAAIN IR AITRINETA (Downside hedging) ww"l.ﬂmmumwmﬂ@vl,ﬂwmmmwu


https://www.kgieworld.co.th/corporate/assets/base/pdf/wealth/KGIWMRSpecialReport_Deathof60-40portfolio-23Nov_23112020.pdf
https://www.kgieworld.co.th/corporate/assets/base/pdf/wealth/KGIWMRSpecialReport_Deathof60-40portfolio-23Nov_23112020.pdf
https://www.kgieworld.co.th/corporate/assets/base/pdf/wealth/KGIWMRSpecialReport_Deathof60-40portfolio-23Nov_23112020.pdf
https://www.kgieworld.co.th/corporate/assets/base/pdf/wealth/KGIWMRSpecialReport_Deathof60-40portfolio-23Nov_23112020.pdf
https://www.kgieworld.co.th/corporate/assets/base/pdf/wealth/KGIWMRSpecialReport_Deathof60-40portfolio-23Nov_23112020.pdf

KGI Wealth Management Special Report | Investment Insight

Figure 2: Successful recipe of 60/40 in the past 20 years does not mean forever...
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Rolling 10-Year Correlation between US equities and US treasuries
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Figure 3: Evidence suggests investors should replace fixed income holdings with alternatives

Nominal bond return

Real bond return

WW II (1939-1945) 2.71% -0.71%

YCC (1942-1947) 2.54% -4.22%

Stagflation (1971-1980) 3.60% -3.79%

Post pandemic & Supply chain constraint (2021) -4.42% -10.67%

Source: Bloomberg, KGI WMR
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Bear Market for bonds, look to alternative investments
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Figure 4: Better to be in real assets during an inflationary environment

Average return during inflationary periods:
Stagflation (70s and early 80s), Stock crash (1987) and Supply Chain Disruption (2021)
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Figure 5: Commodities-Likely to provide positive returns in high inflation (when Inflation>2)
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Source: Bloomberg, KGI WMR  as of Jun22
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Source: Bloomberg, KGI WMR  as of Jun22, Bloomberg commodity index from 1990-2021
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Figure 6: Value of real estates & rent rise along inflation
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TAseaseugu (Infrastructure)
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Figure 7: Downturn-resilient cash flows of infrastructure asset class through cycles
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Figure 8: Avoid fixed income in rate-hike cycles and switch to private equity for diversification
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Source: Bloomberg, KGI WMR
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