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Diversification is the core of asset allocation 
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Maximum Diversification® in a multi-asset context 
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Figure 1: Ex-ante Diversification Ratio  of a two-asset allocation 

 
The figure represents the 
diversification ratio of a 
mixed portfolio of global 
equities and global bonds, 
using the last three years 
of returns as inputs, with 
market cap. and a 

Maximum Diversification  

approach.  
 
Sources: TOBAM and 
Bloomberg. 

 

 



 
 

4 
 

Figure 2: Equity allocation using the Maximum Diversification  approach (based on data from 2013 -2020) 

 
This figure uses live data from 2013 to 
2019 to explore the weights of a 
diversified equity Anti-Benchmark in a 
multi asset allocation based on its 

Diversification Ratio . The 

characteristics of the bond allocation 
are kept constant.  
 
Sources: TOBAM and Bloomberg. 
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Historical risk exposures of a maximally diversified multi asset 
portfolio 
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Figure 3: Weights, Equity Diversification Ratios , risk contributions and volatility of a simulated 

Maximum Diversification  portfolio 

 
The figure aggregates 
capital weights and 
relative total risk 
contributions of the 
three equity strategies, 
AB US, AB World ex Us 
and AB EM over the 
period 2005-2019; the 
right column shows DR 
and 60-day volatility.   

 
Sources: TOBAM and 

Bloomberg.  
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Figure 4: Relative contributions to total risk 
 

This figure represents the contributions of selected 
factors to the risk of the live AB Multi Asset fund and 
its peers defined as globally invested balanced 
funds with volatilities ranging between 4% and 8% 
from Dec 2016 – Dec 2019. The boxes show the 
median, first and third quarter of values in the 
sample of peers, and the extremes are 1% and 99%.  
 
Sources: TOBAM and Bloomberg.  

Results for Anti-Benchmark Multi-Asset: Diversification performed well 
over the last years 

Figure 5: Risk-return analysis of live performance 

 
 
This figure represents the risk-return characteristics 
of the AB Multi Asset fund, together with its peers, 
defined as globally invested balanced funds with 
volatilities ranging between 4% and 8% from Dec 
2016 – Dec 2019.  
 
Sources: TOBAM and Bloomberg. 
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Conclusion 
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