
AIMA Japan Forum 
 
William Kelly, CEO 

Proprietary and confidential. Please do not redistribute or post on the Internet without written permission. The information provided does not constitute investment advice and it should not be relied on as such. All 
material has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. Past performance is not a guarantee of future results. © 2015 CAIA Association, Inc. 

 

Obstacles to a More Efficient Frontier 



Opening Statement 

• 60/40 model may be obsolete 

 

• Obstacles to be overcome; real and perceived 
• Media bias 

• Fees 

• Performance dispersion 

• Correlations going up 

• Perceived desire for liquidity 

 

• A path to better risk-adjusted returns 

 



What happened to my risk-free rate? 

Source: Bloomberg Global Developed Sovereign Bond Index 



Equity valuations looking very rich…  

Source: BusinessInsider.com/stocks-crash-2016-8  



Out of bounds? 

Source: Reuters 



Case for Alts (NOW!) is pretty compelling 

Source: Blackstone: Seeking an Alternative: Understanding and Allocating to Alternative Investments 



Sensationalism doesn’t help… 

Source: Reuters 



… but neither does this! 

Source: Financial Times:  FundFire 



Buffett bet more harmful than fun 

Source: Financial Times: ft.com/markets 



Dispersion of returns widens with alts 

Source: Morningstar, Lipper TASS database 



Growth of HFs sapping the value proposition?  

Source: Vanguard calculations, using data from Lipper TASS 



Buffett: “Our favorite holding period is forever” 

Source: FactSet 



“Forever” is a long time 

Source: Crestmont Research copyright 2009-2010 



Why not dampen down volatility? 

Source: collinsalternativefunds.com/why_alternatives  
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Also, why the fixation on liquidity? 

Source: Blackstone: Patient Capital, Private Opportunity: The Benefits and Challenges of Illiquid Alternatives 



The missing link is education 

Source: Blackstone: Seeking an Alternative: Understanding and Allocating to Alternative Investments 



In Summary 

• The Alts value proposition is compelling 

 

• Be clear about your investment process 

 

• Explain how it fits into a broader portfolio 

 

• Propose solutions vs. distributing product 

 

• Professionalism and education matter (a lot!)… 

 



A picture is worth a thousand words 
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