
 It’s the classic dilemma in investing and life: is it better to stick with 
something tried and true -or try something new that could be even 
better?

That’s what we’re wrestling with regarding the standard portfolio 
known as 60/40 -that is the asset allocation where six of every ten 
dollars are invested in stocks, and the remainder in bonds. The 
logic underpinning this is that the stock component gives you 
growth potential, and the bonds give you safety and ballast. It’s 
been referred to as the investment equivalent of a family minivan, 
not very exciting to be sure, but sturdy, reliable and that gets you 
from point A to point B. Over the past two decades, a standard 
60/40 allocation has produced compound annual growth rates of 
about 7% -not much behind the performance of an all-stock 
portfolio, and with much less volatility. 

But balancing risk and return these days is considerably more 
challenging, with interest rates at record lows and the headwinds of 
rising rates threatening to all-but guarantee negative bond returns 
for years to come. Some market observers have called the 60/40 
portfolio “dead” and that the market landscape requires a different 
approach to building and preserving wealth. 

We are of this view and have been re-tooling our model portfolios to include a somewhat higher equity allocation, where yield and 
downside protection are provided by funds engineered to produce a specific investment outcome. The Guardian Capital 
Directed Equity Path fund is one such example, where Call options are used to generate yield (like bonds do), while Puts hedge 
against market downside. Think of Puts and Calls as “bumpers” that lower the volatility of a fund, producing a more consistent 
investment result. 

Complementing this, are fund positions including the EdgePoint 
Global Growth & Income and the Mackenzie Ivy Foreign Equity, 
both of which have produced good capture rates on the upside, 
while still staying focussed on providing downside risk protection. 
Past performance is not a guarantee of future results of course, but 
we know the management teams well and are confident that their 
investment approach positions your capital for solid results through 
all market cycles. 

The bond positions in our portfolios are primarily corporate and 
hover around the triple B (BBB) ratings, where they are still 
considered investment grade, but offer higher yields than 
comparable government bonds with similar durations to maturity. On 
average, this duration is less than three years, while further lowers 
the risk that rising rates present to bond prices. 

Finally, the inclusion of sector-specific funds in our asset mix, positions a component of every portfolio to generate above-average 
returns relative to the broader equity markets. Case in point is the Mackenzie Global Environmental Equity fund which seeks to 
maximize returns from the great energy transition currently underway. Renewable energy is real and it is our view that it offers 
investors a generational opportunity to capitalize on the shift to a more sustainable world. Global energy transition from fossil-
fuels to renewable power is driving structural change and creating new opportunities in the energy sector. Bottom line is that 
there’s green in green!

As always, I am happy to speak with you further in regards to how we are managing your investment capital. Please call me at 
any time.

Be safe, be well!

Martin 
519-546-5088 


