Building Blocks Chart with Hypothetical 60/40 Portfolio
(April 2, 2020)

Our annually updated Asset Class Building Blocks Chart ranks the more important asset classes by their
performance for each of the trailing 20 calendar years, with the best performing asset class for each
year appearing at the top of its column, and the worst at the bottom.

The chart includes the performance of a hypothetical portfolio macro-allocated according to a 60%
equity / 40% fixed income split. The 60/40 hypothetical portfolio invites a closer scrutiny of the asset
classes on the chart. After only a cursory examination, a number of observations – some of them quite
counterintuitive – leap out at us:
1. The 60/40 Portfolio consistently hovers near the middle of the pack, year after year. This is
exactly what one wants from a diversified portfolio. Indeed, it is the reason to have a diversified
portfolio in the first place: it is less volatile, vis-à-vis all its alternatives, than any of those
alternatives, even though it is composed of them, and so enjoys their riskier returns.
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2. Putting the same point another way: if you trace the path of any one asset class over the whole
period covered by the chart, it is rather shocking to see how each and every one of them jinks
about so crazily from one year to the next.
3. 2018 was a lousy year for investors in everything: the top performing asset class was … 1-Year
Treasury Bills! Yes, that’s right: the 2.31% risk free return thrashed all comers.
4. We were recently asked, “Why not just put everything in the S&P 500, since it’s been doing so
relatively well lately?”
a. The last time we heard this question was in 1999, just before the Tech Crash of 2000
and 9/11. We heard it a lot that year. As you can see from the chart, that Index
subsequently suffered a massive repudiation by investors, and did not begin to climb
back until 2003.
b. The S&P 500 has not actually been doing that well lately, compared to other asset
classes. Not that we’re complaining – it’s been doing great – but in 2017 it was trounced
by Emerging Markets (!), in 2016 by US Small Company Stock, in 2015 by Foreign Small
Stocks (!) … you get the drift.
There are many more such fascinating insights to be gleaned from this terrific chart. Fascinating to
finance nerds like us, anyway. Not only are they interesting, they are important.
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