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The ham butt story

• Moral: The “origin story” matters
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Quest for the 60/40 origin story

• Jan: “Where and when did 60/40 originate?”

• Daniel: “I’m betting it’s post 1982 due to falling rates, but… maybe 1950s/1960s?” 

Jan Van Eck

CEO, VanEck

Daniel Peris

Sr. PM, Federate-Hermes
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A 60/40 mystery story—with a twist

• Who-dun-it? 

• When-dun-it? 
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60/40 intuition

• When growth assets (e.g., stocks) decline in price when the economy weakens, 
fixed income assets (e.g., bonds) tend to appreciate

• Stocks tend to decline due to lower corporate profits → ↓ profits = ↓ stock prices

• Bonds tend to appreciate because central banks typically typically cut interest 
rates to prop up the economy → ↓ bond yields = ↑ bond prices

• Bonds can act like a portfolio shock absorber in the portfolio, protecting returns 
and reducing volatility 
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• Are we biased by these recent negative stories? → Let’s review 60/40 results

Wall Street Journal, October 21, 2023 Wall Street Journal, October 26, 2023

Recent media critiques of 60/40
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Asset allocation strategies wealth creation

Data source: Aswath Damadoran website https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html
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Asset allocation strategies return and risk

Data source: Aswath Damadoran website https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html
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60/40 strategy annual returns

Data source: Aswath Damadoran website https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html
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Sharpe ratios: S&P 500, 10-year Treasurys & Baa bonds

Data source: Aswath Damadoran website https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html
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Sharpe ratios: S&P 500, 10-year Treasurys only

Data source: Aswath Damadoran website https://pages.stern.nyu.edu/~adamodar/New_Home_Page/datafile/histretSP.html
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Some considerations

• Current level of market P/E [Shiller CAPE]

• Current level of bond yields

• Global versus U.S. stocks

• Composition of bond alternatives [more later]

• But don’t confuse “strategic” vs “tactical”
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Now back to quest for the 60/40 origin story

• October 2022 to November 2023
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Marty Leibowitz
Bond researcher and investment professional  

• He noted that his work on the “convergence of risks” argued that 60/40 
“provided the best balance across three different types of risk considerations. 
Also, the various papers that led to my book The Endowment Model made a 
point that, in terms of beta sensitivity to equities, even the most seemingly 
diversified portfolios tended to have a risk posture equivalent to that of the 
60/40 model.” 
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Keith Ambachtsheer
Director Emeritus of the International Centre for Pension Management
and co-founder of CEM Benchmarking 

• “My guess is because it got you through a 1930s-type depression.” 
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Tim Shufelt
Globe & Mail financial reporter

• “That comment wasn’t based on any single source, but more of an extrapolation 
based on a survey of the available research. It seems like the split first emerged 
in common practice in the early 1960s based on the work of Markowitz and 
Sharpe.” 
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Bill Sharpe

• “My recollection is that in the 1960s 
and 1970s we thought that the 
relative total values of the stock and 
bond markets could be roughly 
60/40 and probably used that ratio 
for examples.”

• “But my recollection could be as 
faulty as those of the AI programs.” 
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Marty Fridson
Author, financial historian

• “I’m afraid I just heard of it as an industry convention at some point that I can’t 
pin down. At some point the Harvard Endowment began comparing its 
performance to the 60/40 alternative, but I believe that was much more recent.”

• “ERISA [The Employee Retirement Income Security Act of 1974] merely said 
managers had to be prudent, but I wonder if there was ever some sort of safe 
harbor in regulations or legal precedents, where managers figured they were 
insulated against lawsuits if they went with a 60/40 allocation?” 
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Edward McQuarrie
Professor Emeritus, Leavey School of Business at Santa Clara University

• 1952 JF article by George Moffitt, “Management Achievement of Open-End 
Investment Companies”: balanced funds were still 50-50

• CREF (stocks) was added to TIAA (bonds) in 1952 to create TIAA-CREF; in 
1967 the 50% max in CREF was increased to 75%

• Wiesenberger Investment Companies Yearbook series (started in 1944) show 
balanced funds like Wellington didn’t deviate from 50-50 until the early 1960s 
when they shifted to 60-40

• Conjectured that the strong stock performance in the 1950s caused more of a 
tilt toward stocks
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Asset returns in the 1930s, 1940s, and 1950s 

• Indeed, stocks performed quite well in the 1950s
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Conclusion (so far)

• Who-dun-it? → Balanced portfolio managers, perhaps motivated by Sharpe et al.

• When-dun-it? → Early 1960s

• Why this matters?

• Recognize that any empirical studies pre-1960s are really out-of-sample

• The strategy did (and still does) make sense

• However, you might want to re-think the “ham-butt” strategy
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Thank you!

Questions?
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