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Glorious decade for Risk Takers ‒ Lost decade for Diversifiers

Source: Bloomberg Source: Bloomberg
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Ref: Bollen, Joenväärä, and Kauppila (2020), 

Hedge Fund Performance: End of an Era?



Excessive Stimulus has Supported Market Valuations

Source: Bloomberg Source: Bloomberg

   

    

    

    

    

    

    

 

    

     

     

     

     

     

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

 
 
 
 

                                             

                 

                          

                          

                

  

 

 

 

 

 

 

 

 

                                    

                                 

                            

Turning point



Diversification between Asset Classes has Disappeared 

Source: Bloomberg Source: Bloomberg

    

    

    

    

    

   

  

  

   

   

   

                           



Hedge Funds or Alternative Risk Premia didn’t Help Either 

Source: Bloomberg Source: Bloomberg



Lähde: Prequin & Bloomberg

   

    

    

    

    

     

     

     

     

     

     

                                            

                                                            

                   

                  

Lähde: Prequin & Bloomberg

   

    

     

     

     

     

     

     

                                            

                                       

              

                           

             

Blessing of illiquidity: Diversification to Private Assets



Artificial Diversification Effect by Delayed Valuations

Source: Bloomberg Source: Bloomberg
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Diversification with Alternative Risk Premia

    

    

 

   

   

   

   

                                          

                                  



Most ARP are Tail-Correlated with Equities or Bonds

Ref: K. Vatanen and A. Suhonen (2019), 

A Framework for Risk Premia Investing: 
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Examples of the Risk Characteristics of Risk Premia Strategies

Return Profile of Volatility Carry Premia Return Profile of Some Defensive Strategies
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ARP Conditional Downside Betas to the Bond markets
Unconditional and Conditional Bond Betas of Pure Factors 2007-2022

  

    

  

    

 

   

 

   

                             

                    

                

                              

Ref: A. Suhonen and K. Vatanen (2024), Do Alternative Risk Premia Diversify? New Evidence for the Post-Pandemic Era



Return Seeking Asset Classes Diversifiers Tail Hedges
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Diversification and Asset Allocation in the Post-COVID Era
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