
 

© 2022 Wells Fargo Investment Institute. All rights reserved. Page 1 of 9 

 

 

Asset Allocation spotlight: How do diversifiers fit into a 60/40 allocation?   
 ............................................................................................................................................... 2 

• Periods of declining stock and bond prices as we have experienced so far this year have brought to light 
the importance of including diversifiers in a portfolio that includes only stocks and bonds. 

• We believe adding diversifiers can help reduce expected risk without sacrificing expected return, shorten 
recovery time, and potentially provide more consistent returns over time. 

Equities: China: The world’s growth engine may need a tune-up ................. 4 
• We think a few headwinds, including U.S.-China competition, “zero-COVID” policy, as well as cyclical and 

technology industry exposure, may continue to limit the upside of Chinese stocks. 

• We also believe it is challenging for Emerging Market Equities, as a group, to outperform without the 
China engine roaring. 

Fixed Income: Yield curve inversion deepens ...................................................... 5 
• The yield curve has meaningfully inverted — suggesting the economy is likely to weaken significantly in 

the months ahead. 

• We remain defensive on fixed income, and favor short-term investment-grade fixed income. 

Real Assets: Electric vehicles’ impact on lithium prices .................................. 6 
• Global electric vehicle (EV) sales continue to grow, along with key related commodity prices, such as 

lithium. 

• We suspect that lithium and other EV-related commodities will be in high demand for years to come, and 
that prices will remain elevated. 

Alternatives: Waiting for credit risk premia to show up .................................. 7 
• Credit risk premia, or the yield differential between public and private credit compared with the U.S. 10-

year Treasury yield, remain below their historical averages. 

• We think it is important for investors to consider whether they are being paid for the credit risk they are 
taking and, as such, we prefer a better entry point. 
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Asset Allocation spotlight 
How do diversifiers fit into a 60/40 allocation? 

While the third quarter has started off with a bang for equity and fixed-income markets, 
we think risks remain high that both the S&P 500 Index and the Bloomberg U.S. 
Aggregate Bond Index may be down for the full year. Concerns of economic recession in 
the U.S. and Europe, higher inflation than we have experienced in decades, increased 
geopolitical uncertainties, and aggressive Federal Reserve policy have all contributed to 
the unprecedented market environment we are facing.  

In a recent Investment Strategy report, we highlighted our view that the traditional 
60/40 (60% stocks, 40% bonds) hypothetical balanced portfolio can still be an effective 
strategy for investors, despite protestations that the 60/40 portfolio is dead.1 We 
caution investors against extrapolating the recent, unusual market performance onto 
future, long-term expectations, and believe that a diversified allocation that includes 
assets across the major asset groups (fixed income, equities, real assets, and alternatives) 
is prudent. The inclusion of diversifiers, like commodities and hedge fund strategies, can 
be a useful tool in mitigating downside risk as these assets do not always move in the 
same direction as stocks or bonds. But how does this fit into the framework of a 60/40 
portfolio? 

The 60/40 hypothetical portfolio is often chosen as a desired allocation because it 
reflects a balanced relationship of riskier assets like stocks (both U.S. and international) 
and assets that are expected to exhibit low or negative correlations with those riskier 
assets. As we have witnessed this year, and in a few cases prior, sometimes stocks and 
bonds move together. That is where including allocations to other asset classes that do 
not move in tandem with either stocks or bonds can be useful. Adding commodities and 
hedge funds (for qualified investors) to a portfolio has helped mitigate losses this year, 
and, at the same time, can reflect a similar balanced approach as a simple 60/40 
allocation. For example, an allocation that includes these diversifiers funded equally 
from the stocks and bonds portion of the portfolio — to arrive at a 55% stocks, 35% 
bonds, 5% commodities, 5% hedge funds allocation — can achieve a similar expected risk 
and return relationship as a 60/40 portfolio.  

Additionally, we believe diversifying by adding to commodities, funded equally from 
stocks and bonds, can have a similar effect for investors who are not qualified investors 
or do not desire adding exposure to hedge funds. This highlights an important principle 
of diversification: adding exposure to asset classes with low correlation to one another 
can help reduce expected risk without sacrificing expected return, and in some cases, 
actually increase expected return. Looking at realized returns year to date and over 
longer time periods, the inclusion of diversifiers, even in relatively small amounts, has 
historically helped to mitigate losses and reduce risk. 

                                                                    
1. Investment Strategy, “The 60/40 portfolio is alive and well,” August 2, 2022. 

Veronica Willis 
Investment Strategy 
Analyst 
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Table 1. Inclusion of diversifiers can help mitigate losses and reduce risk 

Allocation Year to date return 
(%) 

3-year annualized 
return (%) 

5-year annualized 
return (%) 

10-year annualized 
return (%) 

60% stocks, 40% bonds -10.62 8.40 8.59 9.11 
55% stocks, 35% bonds, 
5% commodities, 5% 
hedge funds 

-8.67 8.95 8.63 8.57 

57.5% stocks, 37.5% 
bonds, 5% commodities 

-8.99 8.96 8.73 8.71 

 

Allocation Year to date 
standard deviation 
(%) 

3-year annualized 
standard deviation 
(%) 

5-year annualized 
standard deviation 
(%) 

10-year annualized 
standard deviation 
(%) 

60% stocks, 40% bonds 15.76 12.34 10.91 8.69 
55% stocks, 35% bonds, 
5% commodities, 5% 
hedge funds 

15.04 12.00 10.64 8.47 

57.5% stocks, 37.5% 
bonds, 5% commodities 

15.49 12.16 10.78 8.58 

Sources: © 2022 – Morningstar Direct, All Rights Reserved (i) and Wells Fargo Investment Institute, as of July 31, 2022. For 
illustrative purposes only. Stocks represented by S&P 500 Index. Bonds represented by Bloomberg U.S. Aggregate Bond Index. 
Commodities represented by Bloomberg Commodity Index. Hedge Funds represented by HFRI Fund Weighted Composite 
Index. Performance results for the portfolios shown are hypothetical. 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. Unlike most asset class indexes, HFR Index returns reflect 
deduction for fees. Because the HFR indexes are calculated based on information that is voluntarily provided actual returns 
may be higher or lower than those reported. See definitions of indexes at the end of report. Hypothetical and past 
performance do not guarantee future results. 

Another key principle of diversification is that allocations that experience smaller 
drawdowns tend to recover quicker. A quicker recovery aids in reducing volatility, 
providing more consistency in returns over longer time periods. As a result, over the long 
term, a diversified portfolio that provides more consistent returns may increase more in 
value than one that produces more volatile returns, which is the likely result of being 
concentrated in a single asset class. Of course, diversification does not guarantee 
investment returns or eliminate the risk of loss, but our view is that it can provide a solid 
base for an investing approach for long-term investors. 

It is important to note that a portfolio with the return-risk profile of a 60/40 allocation is 
just one example that may be appropriate for an investor. An investor with a higher risk 
tolerance and a growth-oriented objective may want to include more equities, while an 
investor with a lower risk tolerance or an income-oriented investment objective may 
target a higher allocation to bonds. Our strategic allocations are designed to align to one 
of three objectives — income, growth and income, or growth — with three risk tolerance 
levels within each objective — conservative, moderate, and aggressive. Whether 60% 
stocks/40% bonds, 80% stocks/20% bonds, or 20% stocks/80% bonds is an investor’s 
starting point, utilizing diversifiers like in our strategic allocations can be effective in 
mitigating downside risk and insulating portfolios during downside events, while still 
participating on the upside.  
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Equities 
China: The world’s growth engine may need a tune-up 

Since July 2021, the MSCI China Index has underperformed both the MSCI 
Emerging Market (EM) Index and the MSCI All Country World Index by 12% 
and 28%, respectively (see chart below). In our opinion, the lagging returns were 
driven by a few headwinds: 

• U.S.-China competition: Since 2019, U.S. and China have engaged in 
competition on trade, tariffs, technology, microchip control, and most 
recently, tensions over Taiwan. The decoupling of the two largest economies 
could result in lower revenues and higher costs to multinational companies 
over the long term, as well as geopolitical tail event risks. 

• Economic slowdown: Partially owing to the “zero-COVID” policy, the 
Chinese economy is experiencing a slowdown, as indicated by bearish 
readings from the China Purchasing Managers’ Index (PMI) as well as a high 
unemployment rate among workers aged 18 – 24. Additionally, issues are 
bubbling in China’s real estate sector — a long-term driver to its past growth. 

• Cyclical and technology-oriented sector makeup: The top three sectors of 
the Chinese stock market are Consumer Discretionary, Communication 
Services, and Financials. These sectors account for over 60% of the MSCI 
China Index. Some of these sectors are prone to the Chinese government’s 
tightening technology regulations, while others are sensitive to the unfolding 
global recession. 

We see that these issues have the potential to continue over the next 12 
months. As the largest component, China accounts for over 30% weight of the 
MSCI EM Index. We believe it will be challenging for Emerging Market Equities 
to outperform, as a group, without the China engine roaring. 

Cumulative returns of market indexes since July 2021 

 
Sources: Wells Fargo Investment Institute and Bloomberg. Data as of August 9, 2022. Past performance is no guarantee of future results. 
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Chao Ma, PhD, CFA, FRM 
Global Portfolio and Investment 
Strategist 

 

Most favorable  
U.S. Large Cap Equities 

 

Favorable  
U.S. Mid Cap Equities 

 

Unfavorable  
U.S. Small Cap Equities 

 

Most unfavorable  
Developed Market  

Ex-U.S. Equities 

 

Unfavorable  
Emerging Market Equities 
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Fixed Income 
Yield curve inversion deepens  

The yield curve is essentially the difference between shorter- and longer-term 
interest rates. While it is a simple concept that often is shown graphically, the 
yield curve captures investors’ attention because it has historically had a story 
to tell. The yield curve has inverted (short-term interest rates moving above 
longer-term rates) before each of the past eight recessions. We believe the 
Treasury yield curve has proven to be a meaningful indicator throughout history 
— a history that covers many different types of economic and market regimes. 
We do not think this time is different. 

There are many points on the yield curve that investors watch. If we had to 
select just one yield curve inversion to predict an upcoming recession, we would 
favor the 10-year Treasury yield minus the 1-year Treasury yield. Recently this 
indicator has sharply inverted, not only for consecutive weeks, but also hitting a 
weekly inversion of almost negative 40 basis points (0.40%). In our analysis, this 
is meaningful.  

We do not think the Federal Reserve (Fed) will actively work to undo the current 
inversion. The Fed has little choice but to continue to raise short-term interest 
rates, even as the yield curve inverts — as the damage of high inflation must be 
mitigated through slower growth, even if it inflicts a recession. Despite better 
than expected Consumer Price Index data last week, inflation remains at its 
highest level since the early 1980s. 

We believe that investors should remain defensive in their fixed-income 
positioning, moving up in credit quality and favoring short- and intermediate-
term maturities. The yield curve suggests that we should expect more 
challenging economic times in the future. 

Difference between 10-year Treasury yield and 1-year Treasury yield 

 

Sources: Bloomberg and Wells Fargo Investment Institute, August 10, 2022. Shaded areas represent economic 
recessions.  
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Brian Rehling, CFA 
Head of Global Fixed Income 
Strategy 
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Fixed Income 
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High Yield Taxable 

Fixed Income 
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Fixed Income 
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Emerging Market 

Fixed Income  
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Real Assets 
“Energy is the golden thread that connects economic growth, social equity, and environmental 
sustainability.”  — Ban Ki-moon  

Electric vehicles’ impact on lithium prices 

Global electric vehicle (EV) sales have continued to climb over the past decade 
due to a push for cleaner energy and a reluctance to use traditional fuels such as 
gasoline. In 2011, EV sales made up less than 1% of global vehicle sales. Fast 
forward 10 years to 2021, and EV sales have grown to around 7.5% of global 
sales (purple bars in chart below). Given the continued push toward EVs globally, 
we expect these trends to continue.  

With the growth of EV sales, key components in the creation of EV batteries, 
such as lithium (red line in chart below), have also rallied. EVs are not the only 
contributor to lithium’s multiyear price rally, however. Lithium is used in a wide 
array of consumer and industrial electronics. Due to high demand and ongoing 
supply-chain issues, the supply of lithium has largely been constrained. We 
suspect that supply will remain constrained and that demand and prices will 
continue to rise in the years to come.   

The bottom line is that we believe that the push toward cleaner energy is here to 
stay. Electric vehicles should continue to be a big part of this movement. 
Because of this, we believe that key EV components, such as lithium, nickel, 
copper, and other related minerals will remain in high demand for years to come, 
and prices are likely to continue trending higher. 

Global EV sales and Lithium Price Index 

 

Sources: EV-Volumes, Bloomberg, and Wells Fargo Investment Institute. Yearly data: 2011 – 2021. Annual data: 
2011 – 2021. 2021 figures are forecasts. An index is not managed and not available for direct investment.  Past 
performance is no guarantee of future results. See index definition on page 10. 
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Mason Mendez 
Investment Strategy Analyst 
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Commodities 

 

Neutral  
Private Real Estate 
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Alternatives 
Waiting for credit risk premia to show up 

The credit risk premium, or spread, between some of the riskier areas of credit 
continues to remain relatively flat. For instance, through the first quarter of 
2022, the yield differential between U.S. leveraged loans and the U.S. 10-year 
Treasury yield is barely above 2.0%, well below the average dating back 10 years. 
Moving further out on the risk curve into U.S. corporate high yield, we find a 
spread differential of less than 3.75%, again, well below its historical average. 
Finally, the direct lending yield differential stands at 6.3%, almost 200 basis 
points (2%) below its historical average. This begs the question: Are investors 
getting paid for the credit risk they are taking? 

In our view, balancing the risks and rewards of investing in credit — whether it 
is public high yield, broadly syndicated loans, or privately originated direct 
lending — is becoming acutely important. It is certainly true that, as Treasury 
yields have increased, it is natural to see a tightening of credit risk premia. 
However, given the macroeconomic uncertainty, coupled with inflationary and 
recessionary risk, one would expect a repricing in credit risk, at least closer to 
historical averages. We are not there yet, which causes us pause. Patience may 
be the better part of valor for credit investors, at least until we see a better entry 
point. 

Credit risk premia remain below historical averages 

 
Sources: Bloomberg. The U.S. corporate high-yield premium reflects the difference between the yield to worst of the Bloomberg 
U.S. corporate high yield and the U.S. 10-year Treasury yield. The U.S. leveraged loan premium reflects the difference between the 
S&P/LSTA leveraged loan 100 index (weighted average yield) and the U.S. 10-year Treasury index. The direct lending premium 
reflects the difference between the Cliffwater direct lending index — income return and the U.S. 10-year Treasury yield. All data 
is as of March 31, 2022, which is the most recent data available for the Cliffwater direct lending index. 
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Justin Lenarcic 
Lead Wealth Investment Solutions 
Analyst 

 
Favorable  

Hedge Funds – Relative Value 

 
Favorable  

Hedge Funds – Macro  

 

Unfavorable  
Hedge Funds – Event Driven 

 
Neutral  

Hedge Funds – Equity Hedge 

 

Neutral 
Private Equity 

 
Neutral  

Private Debt 

Alternative investments, such as hedge funds, 
private equity, private debt and private real 
estate funds are not appropriate for all 
investors and are only open to “accredited” or 
“qualified” investors within the meaning of U.S. 
securities laws. 
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(i) The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted to 
be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information. 

Risk Considerations 

Forecasts, targets and estimates are based on certain assumptions and on our current views of market and economic conditions, which are subject to change. 

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.  Foreign investing has additional risks including those associated with 
currency fluctuation, political and economic instability, and different accounting standards. These risks are heightened in emerging markets. Small- and mid-cap 
stocks are generally more volatile, subject to greater risks and are less liquid than large company stocks. 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. High yield (junk) bonds have lower credit ratings 
and are subject to greater risk of default and greater principal risk. The commodities markets are considered speculative, carry substantial risks, and have 
experienced periods of extreme volatility.  Investing in a volatile and uncertain commodities market may cause a portfolio to rapidly increase or decrease in value 
which may result in greater share price volatility. Real assets are subject to the risks associated with real estate, commodities and other investments and may not be 
appropriate for all investors.  

Sector investing can be more volatile than investments that are broadly diversified over numerous sectors of the economy and will increase a portfolio’s vulnerability 
to any single economic, political, or regulatory development affecting the sector. This can result in greater price volatility. Risks associated with the Technology 
sector include increased competition from domestic and international companies, unexpected changes in demand, regulatory actions, technical problems with key 
products, and the departure of key members of management. Technology and Internet-related stocks, especially smaller, less-seasoned companies, tend to be more 
volatile than the overall market. 

Leveraged loans are generally below investment grade quality (“high-yield” securities or “junk” bonds).  Investing in such securities should be viewed as speculative 
and investors should review their ability to assume the risks associated with investments which utilize such securities.   

Alternative investments, such as hedge funds, private equity/private debt and private real estate funds, are speculative and involve a high degree of risk that is 
appropriate only for those investors who have the financial sophistication and expertise to evaluate the merits and risks of an investment in a fund and for which the 
fund does not represent a complete investment program. They entail significant risks that can include losses due to leveraging or other speculative investment 
practices, lack of liquidity, volatility of returns, restrictions on transferring interests in a fund, potential lack of diversification, absence and/or delay of information 
regarding valuations and pricing, complex tax structures and delays in tax reporting, less regulation and higher fees than mutual funds.  Hedge fund, private equity, 
private debt and private real estate fund investing involves other material risks including capital loss and the loss of the entire amount invested. A fund's offering 
documents should be carefully reviewed prior to investing. 

Hedge fund strategies, such as Equity Hedge, Event Driven, Macro and Relative Value, may expose investors to the risks associated with the use of short selling, 
leverage, derivatives and arbitrage methodologies. Short sales involve leverage and theoretically unlimited loss potential since the market price of securities sold 
short may continuously increase. The use of leverage in a portfolio varies by strategy. Leverage can significantly increase return potential but create greater risk of 
loss.  Derivatives generally have implied leverage which can magnify volatility and may entail other risks such as market, interest rate, credit, counterparty and 
management risks.  Arbitrage strategies expose a fund to the risk that the anticipated arbitrage opportunities will not develop as anticipated, resulting in potentially 
reduced returns or losses to the fund. 

Definitions 

An index is unmanaged and not available for direct investment.  

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 Index covers the universe of fixed-rate, noninvestment-grade debt.  

China Purchasing Managers Index (PMI) is an index compiled and summarized through the results of the monthly survey of enterprises purchasing managers.  

Cliffwater Direct Lending Index is an asset-weighted index of over 8,000 directly originated middle market loans.  

Consumer Price Index (CPI) produces monthly data on changes in the prices paid by urban consumers for a representative basket of goods and services.  

HFRI Fund Weighted Composite Index is a global, equal-weighted index of over 2000 single-manager funds that report to HFR Database.  Constituent funds report 
monthly net-of-all-fees performance in U.S. dollars and have a minimum of $50 Million under management or a 12-month track record of active performance. The 
HFRI Fund Weighted Composite Index does not include Funds of Hedge Funds.  

Note:  HFRI Indices have limitations (some of which are typical of other widely used indices). These limitations include survivorship bias (the returns of the indices 
may not be representative of all the hedge funds in the universe because of the tendency of lower performing funds to leave the index); heterogeneity (not all hedge 
funds are alike or comparable to one another, and the index may not accurately reflect the performance of a described style); and limited data (many hedge funds do 
not report to indices, and, therefore, the index may omit funds, the inclusion of which might significantly affect the performance shown. The HFRI Indices are based 
on information self‐reported by hedge fund managers that decide on their own, at any time, whether or not they want to provide, or continue to provide, information 
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to HFR Asset Management, L.L.C. Results for funds that go out of business are included in the index until the date that they cease operations. Therefore, these 
indices may not be complete or accurate representations of the hedge fund universe, and may be biased in several ways.  Returns of the underlying hedge funds are 
net of fees and are denominated in USD. 

Lithium Price Index is a pricing index which tracks the monthly performance of lithium carbonate and hydroxide.  The index is calculated using the weighted average 
of eight lithium chemical grades in order to reflect the distribution of trade in the market. 

MSCI All Country World Index (MSCI ACWI) is a free float-adjusted market capitalization weighted index that is designed to measure the equity market 
performance of 23 developed and 26 emerging markets.   

MSCI China Index captures large and mid-cap representation across China H shares, B shares, Red Chips and P Chips. With 140 constituents, the index covers about 
85% of the China equity universe. 

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

MSCI makes no express or implied warranties or representations and shall have no liability whatsoever with respect to any MSCI data contained herein. The MSCI 
data may not be further redistributed or used as a basis for other indices or any securities or financial products. This report is not approved, reviewed, or produced by 
MSCI. 

S&P/LSTA US Leveraged Loan 100 Index is designed to track the market-weighted performance of the largest institutional leveraged loans based on market 
weightings, spreads and interest payments.  

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.   

U.S. 10-year Treasury index measures the performance of the U.S. Government bond market and includes public obligations of the U.S. Treasury with a maturity of 
over ten years.  

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. 

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. CAR- 0822-01978 
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	• We believe adding diversifiers can help reduce expected risk without sacrificing expected return, shorten recovery time, and potentially provide more consistent returns over time.
	Equities: China: The world’s growth engine may need a tune-up 4
	• We think a few headwinds, including U.S.-China competition, “zero-COVID” policy, as well as cyclical and technology industry exposure, may continue to limit the upside of Chinese stocks.
	• We also believe it is challenging for Emerging Market Equities, as a group, to outperform without the China engine roaring.
	Fixed Income: Yield curve inversion deepens 5
	• The yield curve has meaningfully inverted — suggesting the economy is likely to weaken significantly in the months ahead.
	• We remain defensive on fixed income, and favor short-term investment-grade fixed income.
	Real Assets: Electric vehicles’ impact on lithium prices 6
	• Global electric vehicle (EV) sales continue to grow, along with key related commodity prices, such as lithium.
	• We suspect that lithium and other EV-related commodities will be in high demand for years to come, and that prices will remain elevated.
	Alternatives: Waiting for credit risk premia to show up 7
	• Credit risk premia, or the yield differential between public and private credit compared with the U.S. 10-year Treasury yield, remain below their historical averages.
	• We think it is important for investors to consider whether they are being paid for the credit risk they are taking and, as such, we prefer a better entry point.
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