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How asset allocation can put time on your side 

Sources: Morningstar Direct and Wells Fargo Investment Institute. Data from January 1, 1990 to August 31, 2023. MGI = Moderate Growth and Income Liquid allocation. Performance results for MGI 
are for illustrative purposes only and are calculated using blended index returns. The allocation is dynamic and changes as needed with adjustments to the strategic allocation. Index returns do not 
represent investment performance or the results of actual trading. Index returns reflect general market results, assume the reinvestment of dividends and other distributions, and do not reflect 
deduction for fees, expenses, or taxes applicable to an actual investment. An index is unmanaged and not available for direct investment. Past performance is no guarantee of future results. See end 
of report for composition of the allocations, risks, and definitions of indexes. 
Note: Over a 10-year rolling period, neither the MGI Liquid allocation nor the Bloomberg U.S. Aggregate Bond Index showed a loss. In fact, their minimum rolling returns were positive, 2.9% and 0.7% 
respectively, on an annualized basis. 

Annualized rolling 10-year returns for stocks, a diversified portfolio, and bonds 

Time horizon often influences an investor’s ability and willingness to take on risk. Markets can be volatile in the short 
term (left chart), and some investors may be unable to tolerate sizable portfolio drawdowns — even if those losses are 
only on paper. Using historical 10-year data (right chart), the potential for loss is diminished as market cycles evolve. 

Equities (orange and white striped bars) historically have offered greater potential reward but have come with higher risk. 
Bonds (red and white striped bars) have historically offered lower potential returns, but typically with less risk. A 
diversified asset allocation (purple bars) historically has captured much of the upside in equities without generating a loss 
over any 10-year rolling period since 1990, offering smoother returns. 

What it may mean for investors 

We recommend reviewing a portfolio’s asset allocation with an investment professional periodically to make sure it 
aligns with investment goals, time horizon, and risk tolerance. 

Michael Taylor, CFA, Investment Strategy Analyst Excerpted from Investment Strategy (September 11, 2023) 
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Risk Considerations 

Each asset class has its own risk and return characteristics.  The level of risk associated with a particular investment or asset class generally correlates with the level of return the 
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile.  Stock values may fluctuate in response to general economic and market 
conditions, the prospects of individual companies, and industry sectors.  Bonds are subject to market, interest rate, price, credit/default, liquidity, inflation and other risks. 
Prices tend to be inversely affected by changes in interest rates.  

Definitions 

Moderate Growth & Income Liquid: 2% Bloomberg U.S. Treasury Bill (1–3 Month) Index, 30% Bloomberg U.S. Aggregate Bond Index, 6% Bloomberg U.S. Corporate High Yield 
Bond Index, 5% JPMorgan EMBI Global Index, 24% S&P 500 Index, 10% Russell Midcap Index, 6% Russell 2000 Index, 8% MSCI EAFE Index, 5% MSCI Emerging Markets Index, 4% 
Bloomberg Commodity Index.  

Bloomberg Commodity Index is a broadly diversified index of commodity futures on 20 physical commodities, subdivided into energy, U.S. agriculture, livestock, precious 
metals, and industrial metals sectors. Commodity weights are derived in a manner that attempts to fairly represent the importance of a diversified group of commodities to the 
world economy. 

Bloomberg U.S. Aggregate Bond Index is a broad-based measure of the investment grade, US dollar-denominated, fixed-rate taxable bond market.  

Bloomberg U.S. Corporate High Yield Bond Index covers the U.S.-dollar-denominated, non-investment-grade, fixed-rate, taxable corporate bond market. Securities are 
classified as high yield if the middle rating of Moody’s, Fitch, and S&P is Ba1/BB+/BB= or below. Included issues must have at least one year until final maturity. 

Bloomberg U.S. Treasury Bill (1-3 Month) Index includes all publicly issued zero-coupon U.S. Treasury Bills that have a remaining maturity of less than 3 months and more than 
1 month, are rated investment grade, and have $250 million or more of outstanding face value. In addition, the securities must be denominated in U.S. dollars and must be fixed 
rate and non-convertible.  

JPMorgan EMBI Global Index is a U.S.-dollar-denominated, investible, market-cap-weighted index representing a broad universe of emerging market sovereign and quasi-
sovereign debt. While products in the asset class have become more diverse, focusing on both local currency and corporate issuance, there is currently no widely accepted 
aggregate index reflecting the broader opportunity set available, although the asset class is evolving. By using the same index provider as the one used in the developed market 
bonds asset class, there is consistent categorization of countries among developed international bonds (ex. U.S.) and emerging market bonds. 

MSCI EAFE Index (Europe, Australasia, Far East) Index is a free-float-adjusted market-capitalization-weighted index designed to measure the equity market performance of 
developed markets, excluding the U.S. and Canada.  

MSCI Emerging Markets Index is a free-float-adjusted market-capitalization-weighted index designed to measure equity market performance of emerging markets.  

Russell 2000 Index measures the performance of the 2,000 smallest companies in the Russell 3000® Index, which represents approximately 8% of the total market 
capitalization of the Russell 3000 Index. The Russell 3000® Index measures the performance of the 3,000 largest U.S. companies based on total market capitalization, which 
represents approximately 98% of the investable U.S. equity market. 

Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which represent approximately 25% of the total market capitalization 
of the Russell 1000 Index. 

S&P 500 Index is a market capitalization-weighted index composed of 500 widely held common stocks that is generally considered representative of the US stock market.   

An index is unmanaged and not available for direct investment.  

General Disclosures 

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFII is a registered investment adviser and wholly owned subsidiary of Wells 
Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company. 

The information in this report was prepared by Global Investment Strategy.  Opinions represent GIS’ opinion as of the date of this report and are for general information 
purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to 
advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent 
with, and reach different conclusions from, this report. 

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.  
This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, 
hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider 
all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has 
been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness. 



Chart of the Week —| —September 19, 2023 

© 2023 Wells Fargo Investment Institute. All rights reserved. Page 3 of 3 

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any 
financial services regulatory authority outside of the U.S.  Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be 
afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications 
made with Wells Fargo Advisors.  

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-

dealers and non-bank affiliates of Wells Fargo & Company. PM-03142025-5952556.1.1 
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