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“There are three kinds of lies: lies, damned lies, and statistics”

- attributed to Disraeli, popularized by Mark Twain. Applicable, as it turns out, to
how the investment industry talks about absolute return.

Ask most investors what they think about hedge funds and absolute return strategies.
Risky. Don’t make money. Only for the ultra-wealthy. All three are wrong — and thirty
five years of data has been saying so. The herd has been wrong about this for a long
time. The data isn’t subtle.

I The myth that bonds are safe

The great lie of the modern portfolio is the 60/40 allocation. For two decades it
worked — not because it was clever, but because bonds and equities moved in
opposite directions. When stocks fell, bonds rallied. Investors called it diversification. It
was, in reality, a single bet: that central banks would keep cutting rates.

Then 2022 happened. Equities fell 18%. Bonds fell 15-30% depending on duration. UK
Gilts — the supposed bedrock of a cautious portfolio — delivered a pea-to-trough
drawdown of -31.78%. That is not a safe asset. That is an equity-like loss with none of
the equity-like upside. Source: FE fundinfo 2022

THE CORRELATION SHIFT — SPY/TLT ROLLING 3-MONTH

From 2016 to 2021 the equity/bond correlation sat persistently negative — bonds
reliably did the opposite of equities. That relationship has since inverted. The
correlation is now positive and climbing towards +0.5. In a structurally higher inflation
and deficit environment, there is no obvious catalyst to reverse it. The 60/40 safety
valve is broken.

Source: Bloomberg, SPY/TLT 3-month rolling correlation July 2016-June 2026.

IT The myth that hedge funds don’t make money

Since January 1990, this is what actually happened:
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Source: FE fundinfo, 31/01/1990 — 02/06/2026, total return basis

The “risky” portfolios beat every fixed income comparator over 35 years — and did so
while posting a maximum drawdown of -9%. Gilts managed -31.78% and returned a

I third less. This is not a close race. ‘ l
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IIT The myth that absolute return is too volatile

The numbers below should end this argument permanently.

PORTFOLIO f INDEX DRAWD:;i p]*uﬂsl:;rcjlzz RETURN SHARFE VOLATILITY
"‘%ﬂiﬁﬂ Multi Strategy ~2.20% 78 5.44% 1.26 2.82%
HFRI fund of funds composite =9.04% 69 5.96% 0.72 5.64%
IA Sterling corporate bond -22.13%% 64 1.62% 0,100 6.58%
Bloomberg global aggregate -24.19%% 54 0.46% 0.00 6.63%
IA UK Gilts -31.78% 51 -1.51% 0. O 8.35%

T Apollo Diversified Muln Stmategy Portfolio: FE fundinfo, 31,/12/2017 - 03/06/2026. Sharpe ratio calonlated using corrected risk-free mire.
T HFRI and fived income indices: FE fundinfo, 31,/01/199%0 - 02/06/2026. Positive periods = months with positive retwm over respective observation
prriiod.

A sharpe ration of 1.26 — the single best measure of return per unit of risk — against
effectively zero for every fixed income row. This is not a marginal difference, That is a
different category of investment outcome.

Why multi —strategy belongs in every portfolio

A single- strategy portfolio is a concentrated bet. Global macro bets on rates and
currencies. Long/short equity bets on stock selection. Each has brilliant years and
brutal ones. Multi-strategy changes the maths — merger arbitrage, macro, credit and
equity long/short do not all have bad years simultaneously. The diversification is real,
built into the return stream rather than bolted on via asset class labels.

The question is not whether absolute return belongs in a portfolio. The question is
why it took so long to get there. For decades the industry sold bonds as the answer to
equity risk. The 2022 rate shock exposed that as the assumption it always was — not a
structural truth. A multi-strategy absolute return portfolio does what bonds were
supposed to do: provide genuine diversification, protect capital in drawdown, and
deliver a positive return over time. The difference is that it actually delivers all three
simultaneously.

THE STATISTICS DON’T LIE. IT IS THE NARRATIVE AROUND THEM THAT DOES.
Sources:

FE fundinfo — Apollo Diversified Multi Strategy portfolio, total return 31/12/2017 -
03/06/2026

FE fundinfo — HFRI Fund of Funds Composite TR, IA Sterling Corporate Bond TR,
Bloomberg Global Aggregate TR, IA UK Gilts TR, 31/01/1990 — 02/06/2026

Bloomberg — SPY/TLT 3-month rolling correlation, July 2016 —June 2026
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APOLLO MULTI ASSET MANAGEMENT

Absolute Vision: A Smarter, More Resilient Way to Invest

At Apollo Multi Asset Management, we believe in Absolute Vision—the ability to see beyond
short-term market noise and invest with clarity, conviction, and discipline. The financial world is
evolving, and traditional investment models are no longer fit for purpose. The once-reliable 60/40
portfolio—built on the assumption that bonds will always hedge equity risks—has failed to deliver
real returns in an era of inflation, rising interest rates, and geopolitical uncertainty.

Apollo stands apart as a firm built for the future. We are not bound by benchmarks or outdated
conventions. Instead, we take a forward-thinking, multi-asset approach alongside absolute return
investing—targeting consistent, risk-adjusted performance throughout the full market cycle.

Founded during the 2008 financial crisis, Apollo has consistently demonstrated the ability to
thrive in uncertainty—because we see what others don’t.

For professional advisers only

Please remember that the value of your investment may fall as well as rise and is not guaranteed. You
may not get back your initial investment. Past performance is not a reliable indicator of future returns.
Nothing in this document should be construed as investment advice.

If you require investment advice you should contact an authorised financial adviser.
Apollo Multi Asset Management is authorised and regulated by the Financial Conduct Authority
(FCA Number: 487458).

Apollo Multi Asset Management LLP
Castle Court

41 London Road

Reigate

Surrey

RH2 9RJ

Tel: 0203 291 2916

Email: info@apollomam.co.uk
www.apollomam.co.uk
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