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CIO believes that holding a balanced portfolio is the most effective way for investors to preserve and grow wealth. (UBS)

Balanced portfolios can help
smooth returns and navigate
more complex markets
23 August 2024, 2:42 pm CEST, written by UBS Editorial Team

Markets have bounced back from the early August volatility. But with cyclical and geopolitical concerns
lingering, market narratives can change quickly and hurt concentrated portfolios.

CIO believes holding a balanced portfolio, including alternatives, is the most effective way for investors to preserve and
grow wealth over time.

Markets have regained their footing after volatility in early August.

• A weak July US employment report and a surprise Bank of Japan rate hike that led to yen carry trade unwinding drove
market volatility in early August, including a 12% fall in the Nikkei Index and the VIX spiking above 60.

• Further data on US activity, the labor market, and retail sales helped markets rebound and eased recession fears.
• Global equity markets are roughly unchanged, 10-year US Treasury yields are down by around 35 basis points, and

the US dollar has depreciated by around 2% against the euro in the past month.

But uncertainty remains, potentially threatening concentrated portfolios.

• US growth concerns will likely linger, especially if the September jobs report disappoints expectations or the Fed does
not begin rate cutting from September.

• The geopolitical landscape remains tense, with conflicts ongoing in Ukraine, Russia, and the Middle East.
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• Recent polling suggests the US presidential election is too close to call.

So, we think balanced portfolios can help smooth returns and navigate more complex markets.

• Investors who diversify, have a long-term perspective, and a clear idea of what they plan to buy and sell have a better
chance of navigating and taking advantage of volatility.

• Disciplined rebalancing can help investors navigate more volatile markets.
• Our capital market assumptions expect balanced portfolios (45%stocks, 35% bonds, 20% alternatives) to beat cash

by around 5 percentage points each year over the long term.

Did you know?
• The UBS Global Investment Returns Yearbook, which analyzes financial markets going back to 1900, shows that an

equity portfolio diversified across 21 countries would have experienced 40% less volatility than an average single-
country investment.

• Our analysis shows that a balanced portfolio of US large cap equities and US intermediate Treasury bonds has only
delivered a negative return over a five-year horizon on 3% of occasions, and never over a 10-year horizon.

Investment view
By diversifying across asset classes, regions, and sectors, investors can position for potential near-term gains, mitigate
volatility, and take advantage of the long-term compounding effects of staying consistently invested. Those considering
alternative assets should be aware of the associated risks—including illiquidity and complexities.
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Important information
As a firm providing wealth management services to clients, UBS Financial Services, Inc is registered with the U.S. Securities and
Exchange Commission (SEC) as an investment adviser and a broker-dealer, offering both investment advisory and brokerage
services. Advisory services and brokerage services are separate and distinct, differ in material ways and are governed by different
laws and separate contracts. It is important that you carefully read the agreements and disclosures UBS provides to you about
the products or services offered. For more information, please visit our website at www.ubs.com/workingwithus.
© UBS 2024. All rights reserved. UBS Financial Services Inc. is a subsidiary of UBS AG. Member FINRA/SIPC.
There are two sources of UBS research. Reports from the first source, UBS CIO Global Wealth Management, are designed for
individual investors and are produced by UBS Global Wealth Management (which includes UBS Financial Services Inc. and UBS
International Inc.). The second research source is UBS Group Research, whose primary business focus is institutional investors. The
two sources operate independently and may therefore have different recommendations. The various research content provided
does not take into account the unique investment objectives, financial situation or particular needs of any specific individual
investor. If you have any questions, please consult your Financial Advisor. UBS Financial Services Inc. is a subsidiary of UBS AG
and an affiliate of UBS International Inc.

https://secure.ubs.com/public/api/v2/investment-content/documents/6I0Gnwt9feQxzEQKlwCblw?apikey=1AS8wxGGWLjxy6J92ees52Uz5ZrWmy6m
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