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We have been paid
Recent returns for Russell Investments’ Balanced Model
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Source: Actual Returns for Russell Investments’ Balanced Model (50% growth, 50% fixed income). Net of fees.
Expected return based on Strategic Planning Forecasts as of December 2020. Ten-year horizon.
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What happened at the equity party?
Multiple expansion
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U.S. Equity: Five year rolling return decomposition

Inflation Income Real Earnings Growth Repricing Total

Source: U.S Equity represented by MSCI U.S. Large and Mid Cap Index. 
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Fixed income wasn’t sleeping
Lower rates
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Source: 10-year Treasury yields from St Louis Fed https://fred.stlouisfed.org/series/DGS10 and RBNZ secondary market 10-year bond yields 
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Then and now
Evolution of fixed income role 

HISTORICAL TODAY

Total return  Limited

Income  Limited

Diversification  

Tail risk protection  
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Expectations matter

Source: U.S. Treasury yields as of March 31, 2021

It is not sufficient to think rates will rise
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Looking to increase growth assets?
Mitigate dangers of unmanaged equity exposures
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51%

49%
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95%

Source: U.S Equity returns reflect S&P 500 Index.  S&P500 and S&PNZX50 Index composition as of March 31, 2021. 

In the U.S., the top 5 companies represent 
~21% of the S&P 500 Index

In NZ, the top 5 companies represent 
~38% of the NZX 50 

And, by the way…

FOR INSTITUTIONAL USE ONLY



/ 8

Private Markets
Requires skilled implementation and access

Significant demand for 
private markets…

… but simply “allocating” to 
private markets is not sufficient

Return requirements

> Lower interest rates

> Tighter credit spreads

> Higher equity valuations

Market dynamics

> Public listings shrinking

> Companies staying private longer

> Broader opportunity set

Source: Russell Investments, McKinsey, Morningstar, Burgiss from 31/12/2013 to 31/12/2018. For illustrative purposes only.
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> Fixed income continues to play a role… even if return dimension is challenged

> Diversify growth assets… not just equity

> Active equity… thoughtful exposures vs. index/peer replication

> Consider private markets… albeit with requisite skill/access

Closing thoughts
Be careful out there
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Thank you.
Any questions?

Important information

The information contained in this publication was prepared by Russell Investment Group Limited on the basis of information available at the time of preparation. This 
publication provides general information only and should not be relied upon in making an investment decision. Before acting on any information, you should consider the 
appropriateness of the information provided and the nature of the relevant Russell Investments’ fund having regard to your objectives, financial situation and needs. In 
particular, you should seek independent financial advice and read the relevant Product Disclosure Statement or Information Memorandum prior to making an investment 
decision about a Russell Investments’ fund. Accordingly, Russell Investment Group Limited and their directors will not be liable (to the maximum extent permitted by law)
for any loss or damage arising as a result of reliance being placed on any of the information contained in this publication. None of Russell Investment Group Limited, any 
member of the Russell Investments group of companies, their directors or any other person guarantees the repayment of your capital or the return of income. All 
investments are subject to risks. Significant risks are outlined in the Product Disclosure Statements or the Information Memorandum for the applicable Russell 
Investments’ fund. Past performance is not a reliable indicator of future performance.

The Product Disclosure Statements or the Information Memorandum for the Russell Investments’ funds (as applicable) are available by contacting Russell Investment 
Group Limited on 09 357 6633 or 0800 357 6633.

Copyright © 2021 Russell Investments. All rights reserved. This information contained on this publication is proprietary and may not be reproduced, transferred, or 
distributed in any form without prior written permission from Russell Investments.
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What happened at the equity party?
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Expectations matter

Source: U.S. Treasury yields as of March 31, 2021

It is not sufficient to think rates will rise
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Source: U.S. Treasury yields as of March 31, 2021
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appropriateness of the information provided and the nature of the relevant Russell Investments’ fund having regard to your objectives, financial situation and needs. In 
particular, you should seek independent financial advice and read the relevant Product Disclosure Statement or Information Memorandum prior to making an investment 
decision about a Russell Investments’ fund. Accordingly, Russell Investment Group Limited and their directors will not be liable (to the maximum extent permitted by law)
for any loss or damage arising as a result of reliance being placed on any of the information contained in this publication. None of Russell Investment Group Limited, any 
member of the Russell Investments group of companies, their directors or any other person guarantees the repayment of your capital or the return of income. All 
investments are subject to risks. Significant risks are outlined in the Product Disclosure Statements or the Information Memorandum for the applicable Russell 
Investments’ fund. Past performance is not a reliable indicator of future performance.

The Product Disclosure Statements or the Information Memorandum for the Russell Investments’ funds (as applicable) are available by contacting Russell Investment 
Group Limited on 09 357 6633 or 0800 357 6633.

Copyright © 2021 Russell Investments. All rights reserved. This information contained on this publication is proprietary and may not be reproduced, transferred, or 
distributed in any form without prior written permission from Russell Investments.
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We have been paid
Recent returns for Russell Investments’ Balanced Model
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Source: Actual Returns for Russell Investments’ Balanced Model (50% growth, 50% fixed income). Net of fees.
Expected return based on Strategic Planning Forecasts as of December 2020. Ten-year horizon.
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What happened at the equity party?
Multiple expansion
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Source: U.S Equity represented by MSCI U.S. Large and Mid Cap Index. 
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Fixed income wasn’t sleeping
Lower rates
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Then and now
Evolution of fixed income role 

HISTORICAL TODAY

Total return  Limited

Income  Limited

Diversification  

Tail risk protection  
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Expectations matter

Source: U.S. Treasury yields as of March 31, 2021

It is not sufficient to think rates will rise
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Looking to increase growth assets?
Mitigate dangers of unmanaged equity exposures
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Source: U.S Equity returns reflect S&P 500 Index.  S&P500 and S&PNZX50 Index composition as of March 31, 2021. 

In the U.S., the top 5 companies represent 
~21% of the S&P 500 Index

In NZ, the top 5 companies represent 
~38% of the NZX 50 

And, by the way…
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Private Markets
Requires skilled implementation and access

Significant demand for 
private markets…

… but simply “allocating” to 
private markets is not sufficient

Return requirements

> Lower interest rates

> Tighter credit spreads

> Higher equity valuations

Market dynamics

> Public listings shrinking

> Companies staying private longer

> Broader opportunity set

Source: Russell Investments, McKinsey, Morningstar, Burgiss from 31/12/2013 to 31/12/2018. For illustrative purposes only.
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> Fixed income continues to play a role… even if return dimension is challenged

> Diversify growth assets… not just equity

> Active equity… thoughtful exposures vs. index/peer replication

> Consider private markets… albeit with requisite skill/access

Closing thoughts
Be careful out there
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Thank you.
Any questions?

Important information

The information contained in this publication was prepared by Russell Investment Group Limited on the basis of information available at the time of preparation. This 
publication provides general information only and should not be relied upon in making an investment decision. Before acting on any information, you should consider the 
appropriateness of the information provided and the nature of the relevant Russell Investments’ fund having regard to your objectives, financial situation and needs. In 
particular, you should seek independent financial advice and read the relevant Product Disclosure Statement or Information Memorandum prior to making an investment 
decision about a Russell Investments’ fund. Accordingly, Russell Investment Group Limited and their directors will not be liable (to the maximum extent permitted by law)
for any loss or damage arising as a result of reliance being placed on any of the information contained in this publication. None of Russell Investment Group Limited, any 
member of the Russell Investments group of companies, their directors or any other person guarantees the repayment of your capital or the return of income. All 
investments are subject to risks. Significant risks are outlined in the Product Disclosure Statements or the Information Memorandum for the applicable Russell 
Investments’ fund. Past performance is not a reliable indicator of future performance.

The Product Disclosure Statements or the Information Memorandum for the Russell Investments’ funds (as applicable) are available by contacting Russell Investment 
Group Limited on 09 357 6633 or 0800 357 6633.

Copyright © 2021 Russell Investments. All rights reserved. This information contained on this publication is proprietary and may not be reproduced, transferred, or 
distributed in any form without prior written permission from Russell Investments.
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