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MARKET INSIGHTS

Building and maintaining an appropriate asset allocation can help 
increase returns and reduce volatility over time. Market volatility can 
be an opportunity to rebalance back to an allocation that reflects your 
investment and income objectives, time horizon and tolerance for risk.

A diversified portfolio can help increase income
•  Eight years ago, the annual income from a $100,000 6-month CD was roughly $5,000. 

Today, it is a fraction of that, and well below the rate of inflation when expressed in 
percentage terms.

•  Although the dividend yield of the S&P 500 is hovering right around the yield of 10-year 
Treasuries, yields of non-U.S. equities are typically higher than those of U.S. stocks, 
suggesting attractive income opportunities may exist abroad.

•  Parking savings in cash might seem like the safe choice at times, but it may also require 
that investors take on additional risk later in an effort to make up lost ground.

Diversification can help improve returns and reduce volatility
•  Individual asset class returns can vary significantly, especially in the short term.

•  Since asset classes don’t move in lockstep, being appropriately diversified across a 
broader opportunity set can help reduce volatility and increase long-term returns.

•  Because asset allocation is a key driver of returns, it’s important to rebalance regularly to 
adjust for market fluctuations and resulting portfolio imbalances.

Broad diversification among asset classes can improve a portfolio’s 
risk/return profile
•  Over the last 20 years, retail investors have under-diversified and underperformed.

• A well-diversified portfolio has delivered better risk-adjusted returns over a 10-year period 
than a portfolio comprised of just stocks and bonds.

• While it is easy to lose sight of the benefits of a diversified portfolio in the midst of an 
equity bull market, an investor in a balanced portfolio would have recovered their 2008 
losses significantly faster than an investor in a pure equity portfolio.

|GTM – U.S.

66

Cash Accounts

Source: Federal Reserve, St. Louis Fed, Bankrate.com, J.P. Morgan Asset Management. 
All cash measures obtained from the Federal Reserve are seasonally adjusted monthly numbers. All numbers are in billions of U.S. dollars. Small-
denomination time deposits are those issued in amounts of less than $100,000. All IRA and Keogh account balances at commercial banks and thrift 
institutions are subtracted from small time deposits. Annual income is for illustrative purposes and is calculated based on the 6-month CD yield on 
average during each year and $100,000 invested. IRA and Keogh account balances at money market mutual funds are subtracted from retail money 
funds. Past performance is not indicative of comparable future results. 
Data are as of March 31, 2015.
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$ Billions Weight in 
Money Supply

 M2-M1 $8,832 78.3%

     Retail MMMFs $611 5.4%

     Savings deposits $7,712 68.4%

     Small time deposits $509 4.5%

 Institutional MMMFs $1,784 15.8%

$666 5.9%

Total $11,281 100.0%
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Asset Class Returns

Source: Russell, MSCI, Bloomberg, Standard & Poor’s, Barclays Capital, NAREIT, FactSet, J.P. Morgan Asset Management. Large cap: S&P 500, 
Small cap: Russell 2000, EM Equity: MSCI EME, DM Equity: MSCI EAFE, Comdty: Bloomberg Commodity Index, High Yield: Barclays HY Index, 
Fixed Income: Barclays Capital Aggregate, REITs: NAREIT Equity REIT Index.The “Asset Allocation” portfolio assumes the following weights: 25% in 
the S&P 500, 10% in the Russell 2000, 15% in the MSCI EAFE, 5% in the MSCI EME, 25% in the Barclays Capital Aggregate, 5% in the Barclays 1-
3m Treasury, 5% in the Barclays High Yield Index, 5% in the Bloomberg Commodity Index and 5% in the NAREIT Equity REIT Index. Balanced 
portfolio assumes annual rebalancing. All data represents total return for stated period. Past performance is not indicative of future returns. Data are 
as of 3/31/15.“15-yrs” returns represent period of 12/31/99 – 12/31/14 showing both cumulative (Cum.) and annualized (Ann.) over the period. Please 
see disclosure page at end for index definitions. 
Data are as of March 31, 2015.
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Diversification and the Average Investor

Source: Morningstar Direct, Dalbar Inc., J.P. Morgan Asset Management.
(Bottom) Indexes used are as follows: REITS: NAREIT Equity REIT Index, EAFE: MSCI EAFE, Oil: WTI Index, Bonds: Barclays Capital U.S. Aggregate 
Index, Homes: median sale price of existing single-family homes, Gold: USD/troy oz, Inflation: CPI. 60/40: A balanced portfolio with 60% invested in S&P 
500 Index and 40% invested high quality U.S. fixed income, represented by the Barclays U.S. Aggregate Index. The portfolio is rebalanced annually.
Average asset allocation investor return is based on an analysis by Dalbar Inc., which utilizes the net of aggregate mutual fund sales, redemptions and 
exchanges each month as a measure of investor behavior. Returns are annualized (and total return where applicable) and represent the 20-year period 
ending 12/31/14 to match Dalbar’s most recent analysis. 
Data are as of March 31, 2015.

65

20-year Annualized Returns by Asset Class (1995 – 2014)

Portfolio Returns: Equities vs. Equity and Fixed Income Blend
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Contact JPMorgan Distribution Services, Inc. at 1-800-480-4111 for a fund prospectus. You can also visit us at www.jpmorganfunds.com. Investors should carefully consider the investment 
objectives and risks as well as charges and expenses of the mutual fund before investing. The prospectus contains this and other information about the mutual fund. Read the prospectus 
carefully before investing.

Bonds are subject to interest rate risk. Bond prices generally fall when interest rates rise.

The price of equity securities may rise or fall because of changes in the market or changes in a company’s financial condition, sometimes rapidly or unpredictably. International investing 
involves a greater degree of risk and increased volatility. Changes in currency exchange rates and differences in accounting and taxation policies outside the U.S. can raise or lower returns. 
Some overseas markets may not be as politically and economically stable as the United States and other nations.

Past performance does not guarantee future results.

INDEX DEFINITIONS: The S&P 500 Index is widely regarded as the best single gauge of the U.S. equities market. This world-renowned index includes a representative sample of 500 leading 
companies in leading industries of the U.S. economy. Although the S&P 500 Index focuses on the large-cap segment of the market, with approximately 75% coverage of U.S. equities, it is also 
an ideal proxy for the total market. An investor cannot invest directly in an index.

Diversification does not guarantee investment returns and does not eliminate the risk of loss.

Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on current market conditions. 
We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This material is not intended as an offer or solicitation for the purchase or sale of any 
financial instrument. The views and strategies described may not be suitable for all investors. This material has been prepared for informational purposes only and is not intended to provide, 
and should not be relied on for, accounting, legal or tax advice. References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Any forecasts 
contained herein are for illustrative purposes only and are not to be relied upon as advice or interpreted as a recommendation.

J.P. Morgan Funds are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various 
services to the funds. JPMorgan Distribution Services, Inc. is a member of FINRA/SIPC.

J.P. Morgan Asset Management is the marketing name for the asset management businesses of JPMorgan Chase & Co. and its affiliates worldwide. Those businesses include, but are not limited 
to, J.P. Morgan Investment Management Inc., Security Capital Research & Management Incorporated and J.P. Morgan Alternative Asset Management, Inc.

This piece was written as of March 31, 2015, using data from the Guide to the Markets as of March 31, 2015.

© JPMorgan Chase & Co., April 2015
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Investment implications
•  Because asset classes do not move in lockstep, being appropriately 

diversified can help enhance returns and reduce volatility.

•  Periodic rebalancing and investing for the long term can further 
improve a portfolio’s risk/return characteristics.

NEXT STEPS
For more Market Insights and Investment Insights resources,  

such as the Guide to the Markets, visit www.jpmorganfunds.com/guide


