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The case for alternatives

Lost years and the tale of two decades

Chart 1: Real S&P 500 Index and length of drawdown Chart 2: Sector returns by decade
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Chart 1 illustrates three long drawdowns in real equity returns (i.e. returns adjusted for inflation). It demonstrates that while in the long run equities
have gone up, investors can experience prolonged periods of low returns. In fact, there are three extended periods in which real returns were 0%.

Chart 2 shows the returns experienced by various alternatives sectors and the MSCI World Index in the most recent weak decade for equities, 2000 to
2010. With high valuations at the start, and the subsequent ‘tech wreck’ and GFC, equities experienced a decade of near-zero annualised returns and
high volatility. Conversely, alternatives were able to perform strongly during this period. The next decade was almost the opposite, with equities
performing strongly and alternatives producing only low to moderate returns.

An appropriate combination of traditional assets and alternative assets should provide more consistent returns which are more resilient to prolonged
drawdowns.
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Why diversify across hedge fund strategies 7

Performance of hedge fund strategies varies with changing market environments
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Multi-strategy funds

Diversified Alternatives solution

Sub-strategies

Sub-strategies

Multi-Strategy Fund Sub-strategies

Sub-strategies
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Thank you for joining us.
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Disclaimer:

Frontier Advisors Pty Ltd ABN 21 074 287 406 AFS Licence No. 241266.
Level 17, 130 Lonsdale Street, Melbourne Victoria 3000.
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contents of this presentation are confidential and must not be disclosed to any third party without our wrltterf Co
reproduced or distributed without the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does 1
own independent taxation advice from a registered tax agent.
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