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Adding alternatives may help optimize risk/return

Public asset classes are facing challenges from elevated
valuations, low real yields and positive correlation. For
those willing to venture outside a traditional stock-bond
allocation, adding a sleeve of alternatives may help
enhance returns and reduce volatility. However, different
alternatives play different roles in portfolios. Investors
should first identify their goal, then invest in the alternative
asset class with the attributes to achieve it.

Investors are seeking alpha, income and 
diversification

In general, alternatives can enhance return potential,
increase income or provide diversification,
depending on which asset class is selected. For
instance, private equity may enhance returns but
may not prioritize income or diversification. Real
assets, like real estate and infrastructure, on the
other hand, exhibit low or negative correlation to a
60/40 portfolio and often provide stable income and
inflation protection.

Exhibit 2 source: Burgiss, Cliffwater, FactSet, MSCI, NCREIF, PivotalPath, J.P.
Morgan Asset Management. All categories are global, except for timberland and
private credit, which are U.S. Correlations are based on quarterly returns over the
past 10 years indicated. The 60/40 portfolio is comprised of 60% stocks (S&P 500
TR Index) and 40% bonds (Bloomberg U.S. Aggregate TR Index). “Absolute Return
Hedge Funds” represent asset-weighted returns from the PivotalPath Global
Macro and Relative Value indices. “Directional Hedge Funds” represent asset-
weighted returns from the PivotalPath Credit, Equity Diversified and Event Driven
indices. Data is based on availability as of January 31, 2026. Guide to Alternatives,
page 8.

Exhibit 1 source: Bloomberg, Burgiss, FactSet, NCREIF, PivotalPath, Standard &
Poor’s, J.P. Morgan Asset Management. The alternatives allocation includes
hedge funds, real estate and private equity, with each receiving an equal
weight. Portfolios are rebalanced at the start of the year. Equities are
represented by the S&P 500 Total Return Index. Bonds are represented by the
Bloomberg U.S. Aggregate Total Return Index. Volatility is calculated as the
annualized standard deviation of quarterly returns. Data are based on
availability as of January 31, 2026. Guide to Alternatives, page 7.

Exhibit 3 source: Burgiss, Morningstar, MSCI, PivotalPath, J.P. Morgan Asset 
Management. All categories are global. *Manager dispersion is based on annual 
returns over a 10-year period ending 4Q 2025 for: Large Cap Equities, Bonds and 
Hedge Funds; it is based on annual returns ending 3Q 2025 for Core Real Estate; 
and it is based on the 10-year internal rate of return (IRR) ending 3Q 2025 for: Non-
core Real Estate, Venture Capital, Private Credit and Private Equity. Data is based 
on availability as of January 31, 2026. Guide to Alternatives, page 9.

Exhibit 2: Correlations, returns and yields
10-year correlations and 10-year annualized total
returns, quarterly, 4Q15 – 3Q25

Exhibit 1: Alternatives and portfolio risk/return
Annualized volatility and returns, 1Q98 – 3Q25

Exhibit 3: Public and private manager dispersion
Based on returns over a 10-year window (%)*
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Use three Guide to Alternatives slides to support client conversations on the opportunities in alternatives.

Manager selection is critical

The performance difference between top and bottom
managers compounds over time and can impact long-
term returns sizably. Manager dispersion is
particularly acute in private markets, which are newer
and have a wide range of investing approaches. To
unlock the return enhancing potential of alternatives,
investors must select an effective manager.
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Annualized volatility

● 75% Equities
● 15% Bonds
● 10% Alts

● 60% Equities
● 40% Bonds

● 80% Equities
● 20% Bonds

● 55% Equities
● 35% Bonds
● 10% Alts

● 35% Equities
● 55% Bonds
● 10% Alts

● 40% Equities
● 60% Bonds

Portfolio allocation Volatility Annualized returns
40 Equities/60 Bonds 6.8% 6.5%
60 Equities/40 Bonds 9.9% 7.5%
80 Equities/20 Bonds 13.2% 8.4%
35 Equities/55 Bonds/10 Alts 6.4% 6.9%
55 Equities/35 Bonds/10 Alts 9.5% 7.9%
75 Equities/15 Bonds/10 Alts 12.9% 8.8%
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Trailing 10-year correlation to 60/40 portfolio
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Alternative investments are complex, speculative, and may result in 
partial or total loss of capital. They are typically illiquid, with limits on 
transfers and redemptions (including lock-ups, notice periods, and 
potential gates or suspensions). Valuations often rely on estimates 
and may differ from realizable market values. Strategies may use 
leverage, short sales, and derivatives, amplifying volatility and 
introducing counterparty and liquidity risks. Returns can be highly 
variable and may differ from targets; past performance is not 
indicative of future results. Fees and expenses (including 
management and performance fees) reduce returns and may be 
layered. Benchmarks, where shown, may be non-comparable due to 
differences in liquidity, leverage, and methodology. Investors should 
review offering documents for full objectives, risks, fees, conflicts, 
valuation, and liquidity terms. This is not investment advice or an 
offer or solicitation; for institutional investors able to evaluate and 
bear these risks.

This document is a general communication being provided for 
informational purposes only. It is educational in nature and not 
designed to be taken as advice or a recommendation for any 
specific investment product, strategy, plan feature or other purpose 
in any jurisdiction, nor is it a commitment from J.P. Morgan Asset 
Management or any of its subsidiaries to participate in any of the 
transactions mentioned herein. Any examples used are generic, 
hypothetical and for illustration purposes only. This material does 
not contain sufficient information to support an investment decision 
and it should not be relied upon by you in evaluating the merits of 
investing in any securities or products. In addition, users should
make an independent assessment of the legal, regulatory, tax, credit, 
and accounting implications and determine, together with their own 
financial professional, if any investment mentioned herein is believed 
to be appropriate to their personal goals. Investors should ensure 
that they obtain all available relevant information before making any 
investment. Any forecasts, figures, opinions or investment techniques 
and strategies set out are for information purposes only, based on 
certain assumptions and current market conditions and are subject 
to change without prior notice. All information presented herein is
considered to be accurate at the time of production, but no warranty of 
accuracy is given and no liability in respect of any error or omission is 
accepted. It should be noted that investment involves risks, the value 
of investments and the income from them may fluctuate in accordance 
with market conditions and taxation agreements and investors may 
not get back the full amount invested. Both past performance and 
yields are not reliable indicators of current and future results.

J.P. Morgan Asset Management is the brand for the asset management 
business of JPMorgan Chase & Co. and its affiliates worldwide.

To the extent permitted by applicable law, we may record telephone 
calls and monitor electronic communications to comply with our legal 
and regulatory obligations and internal policies. Personal data will be 
collected, stored and processed by J.P. Morgan Asset Management 
in accordance with our privacy policies at https://am.jpmorgan.com/ 
global/privacy.

This communication is issued by the following entities: In the United 
States, by J.P. Morgan Investment Management Inc. or J.P. Morgan

Alternative Asset Management, Inc., both regulated by the Securities 
and Exchange Commission; in Latin America, for intended recipients’ 
use only, by local J.P. Morgan entities, as the case may be. In Canada, 
for institutional clients’ use only, by JPMorgan Asset Management 
(Canada) Inc., which is a registered Portfolio Manager and Exempt 
Market Dealer in all Canadian provinces and territories except the 
Yukon and is also registered as an Investment Fund Manager in 
British Columbia, Ontario, Quebec and Newfoundland and Labrador. 
In the United Kingdom, by JPMorgan Asset Management (UK) Limited, 
which is authorized and regulated by the Financial Conduct Authority; 
in other European jurisdictions, by JPMorgan Asset Management 
(Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing 
entities and in the respective jurisdictions in which they are primarily 
regulated: JPMorgan Asset Management (Asia Pacific) Limited, or 
JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real 
Assets (Asia) Limited, each of which is regulated by the Securities and 
Futures Commission of Hong Kong; JPMorgan Asset Management 
(Singapore) Limited (Co. Reg. No. 197601586K), this advertisement
or publication has not been reviewed by the Monetary Authority of 
Singapore; JPMorgan Asset Management (Taiwan) Limited; JPMorgan 
Asset Management (Japan) Limited, which is a member of the 
Investment Trusts Association, Japan, the Japan Investment Advisers 
Association, Type II Financial Instruments Firms Association and the 
Japan Securities Dealers Association and is regulated by the Financial 
Services Agency (registration number “Kanto Local Finance Bureau 
(Financial Instruments Firm) No. 330”); in Australia, to wholesale clients 
only as defined in section 761A and 761G of the Corporations Act 2001 
(Commonwealth), by JPMorgan Asset Management (Australia) Limited 
(ABN 55143832080) (AFSL 376919). For all other markets in APAC, to 
intended recipients only.

For U.S. only: If you are a person with a disability and need additional 
support in viewing the material, please call us at 1-800-343-1113 for 
assistance.

Copyright 2026 JPMorgan Chase & Co. All rights reserved
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The Market Insights program provides comprehensive data and commentary on global markets without reference to products. Designed as a tool to 
help clients understand the markets and support investment decision-making, the program explores the implications of current economic data and 
changing market conditions.

For the purposes of MiFID II, the JPM Market Insights and Portfolio Insights programs are marketing communications and are not in scope for any 
MiFID II / MiFIR requirements specifically related to investment research. Furthermore, the J.P. Morgan Asset Management Market Insights and 
Portfolio Insights programs, as non-independent research, have not been prepared in accordance with legal requirements designed to promote 
the independence of investment research, nor are they subject to any prohibition on dealing ahead of the dissemination of investment research.
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