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Bonds are less effective diversifiers in today’s environment

How can liquid alternatives be used as a replacement for bonds?

Rolling three-year correlation – Equity versus bonds

Source: Frontier Advisors, Datastream, US NY Fed. US bonds represented by change in US 10-year yields (therefore excluding carry). Periods where US CPI exceeds 4% p.a. are shaded.
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Inflation is not as detrimental to alternatives performance as it 
is to equity

The diversifying properties of liquid alternatives are evident in inflationary environments

Liquid alternatives returns versus inflation

Source: Frontier Advisors, Datastream. Monthly data from 30 June 2000 to 31 May 2025. Alternatives returns are represented by the Eurekahedge Multi-Strategy Hegde Fund index.
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Liquid alternatives returns versus VIX

Source: Frontier Advisors, Datastream. Monthly data from 30 June 2000 to 31 May 2025. Alternatives returns are represented by the Eurekahedge Multi-Strategy Hegde Fund index.

Not all volatility is conducive to liquid alternatives outperformance

In a regime where volatility is structurally elevated, what does this mean for liquid alternatives?
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Liquid alternatives returns versus stock dispersion

Source: Frontier Advisors, Datastream. Monthly data from 30 June 2000 to 31 May 2025. Alternatives returns are represented by the Eurekahedge Multi-Strategy Hegde Fund index.

Dispersion is conducive to liquid alternatives outperformance (i.e. 
alpha)

In a regime where dispersion is structurally elevated, liquid alternatives are likely beneficiaries
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Absolute returns of liquid alternative sectors – to 31 May 2025

Source: Frontier Advisors, Datastream, eVestment. Returns are net of fees.

The following indices have been used to represent each of the sectors: EurekaHedge Multi Strategy Index, BarclayHedge Global Macro Index, SG CTA Index, Swiss Re Cat Bond Total Return Index, SG Multi Alternative Risk Premia Index, 

BarclayHedge Merger Arbitrage Index, BarclayHedge Equity Market Neutral Index, and ICE BofAML US 3-Month Treasury Bill. 

Recent performance outcomes have been representative of the 
increased opportunity set

Where is our panel seeing opportunities?

Sector / strategy type 1 year 2 years 3 years 5 years

Multi-strategy 8.7% 9.7% 10.6% 10.0%

Global macro 8.6% 9.7% 5.9% 8.6%

CTA / Trend following -14.5% -4.3% -3.1% 3.8%

Insurance-linked securities 14.5% 15.0% 11.8% 9.0%

Alternative risk premia 2.5% 8.4% 6.0% 5.1%

Merger arbitrage 6.0% 6.7% 4.8% 6.8%

Equity market neutral 10.6% 10.5% 8.0% 6.6%

Cash 4.8% 5.1% 4.4% 2.7%
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Frontier is more constructive on liquid alternatives going forward

• Persistent inflation 

• Unstable equity-bond correlations

• Sustained higher interest rates

• Heightened geopolitical risks

… are all factors driving increased 

volatility and dispersion. 

We believe this market regime favours 

liquid alternatives. 

Liquid alternatives cannot afford 

diversification, defensiveness and 

performance simultaneously. 

Frontier can help investors balance 

these characteristics and design a 

suitable liquid alternatives 

configuration. 

Please reach out to your consultant to 

discuss further. 

Frontier’s strategic 

liquid alternatives 

allocation is intended 

to balance 

diversification, 

defensiveness and 

performance.
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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.

The information contained in this presentation is current as at the date of preparation but may be subject to change. 

The information contained in this presentation is intended as general commentary and should not be regarded as 

financial, legal or other advice. This presentation has been prepared without taking into account your objectives, 

financial situation or needs. You should consider this presentation in light of these matters. Should you require 

specific advice on the topics or areas discussed please contact the presenter directly or an appropriate advisor. This 

presentation may contain forward-looking statements. These are not facts, rather, these forward-looking statements 

are based on the current beliefs, assumptions, expectations, estimates, and projections of Frontier Advisors Pty Ltd 

about the business, the industry and the markets in which we operate. Past performance is not a reliable indicator of 

future performance. Frontier Advisors Pty Ltd makes no representation or warranty that any of the information 

contained in this presentation is accurate or complete. To the maximum extent permitted by law, Frontier Advisors 

Pty Ltd does not accept any liability for loss arising from any reliance placed on the use of this presentation including 

the information contained within it. The contents of this presentation are confidential and must not be disclosed to 

any third party without our written consent. This presentation must not be copied, reproduced or distributed without 

the written consent of Frontier Advisors Pty Ltd. Frontier Advisors Pty Ltd does not provide taxation advice and you 

should seek your own independent taxation advice from a registered tax agent. 
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