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Callan Chart: 
Traditional and Alternative Strategy Index Returns 1997-2008

LPL  F inancial  RESEARCH

Member FINRA/SIPC

Large Cap Stock Sht/Interm High Quality Bonds Unconstrained Eclectic

Small Cap Stock Interm High Quality Bonds Physical Commodities

Large Foreign REITs Absolute Return

Emerging Markets Event Driven Managed Futures

High Yield Bonds Equity Long/Short

Alternative strategies provide potential diversification* benefits by being 

uncorrelated to broader market indexes. Shown below are traditional and 

alternative strategy index return patterns over a period of 12 years.

Source: Zephyr.  Category index returns are as follows: Long/Short - HFRI Equity Hedge; Absolute Return - HRFI: FOF Conservative; Unconstrained Eclectic - MSCI World; REITs - S&P REIT Composite; Physical Commodities - DJ-AIG Commodity Index; 
Managed Futures - Barclay’s CTA; Event Driven - HFRI: Event Driven; Large Cap Stock - Russell 1000; Small Cap Stock - Russell 2000; Large Foreign - MSCI EAFE; Emerging Markets - MSCI Emerging Markets Free; Sht/Interm High Quality Bond 
-Lehman Govt 1-3 Year; Interm High Quality Bond - Lehman Aggregate; High Yield Bond - Lehman High Yield
* There is no guarantee that a diversified portfolio will enhance overall returns or outperform a non-diversified portfolio. Diversification does not ensure against market risk.
All performance referenced is historical and is no guarantee of future results. All indices are unmanaged and cannot be invested into directly. The market for all securities is subject to fluctuation such that upon sale an investor may lose principal.
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Important Disclosures 

Investing in alternative investments may not be suitable for all investors and involve special risks such as risk associated with leveraging the investment, potential adverse market forces, regulatory changes, potential liquidity. There is no assurance 
that the investment objective will be attained.

Alternative investments may not be suitable for all investors and should be considered as an investment for the risk capital portion of the investor’s portfolio. The strategies employed in the management of alternative investments may accelerate the 
velocity of potential losses.

Bonds are subject to market and interest rate risk if sold prior to maturity. Bond values will decline as interest rate rise and are subject to availability and change in price.

Investing in real estate/REITs involves special risks such as potential illiquidity and may not be suitable for all investors. There is no assurance that the investment objectives of this program will be attained.

Small-cap stocks may be subject to higher degree of risk than more established companies’ securities.  The illiquidity of the small-cap market may adversely affect the value of these investments.

International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all investors.

High yield/junk bonds are not investment grade securities, involve substantial risks and generally should be part of the diversified portfolio of sophisticated investors.

Absolute Return has a goal of providing positive returns in all market conditions. It tends to have low volatility, provide bond-like returns, and have a very low correlation to bonds and stocks.

Event Driven strategies invest in particular corporate events, such as mergers, spin-offs, or bankruptcies. They tend to have risk and return characteristics that fall between that of stocks and bonds.

Equity Long/Short strategies go long and short equity securities with the goal of outperforming the market while limiting volatility. These funds tend to have a higher correlation to equities. Long positions may decline as shirt positions rise, thereby 
accelerating potential losses to the investor.

Unconstrained Eclectic strategies have a flexible investment style that does not limit the fund to a single asset class or security type.

Commodities strategies invest in physical commodities, such as agriculture, livestock, grains, and energy, usually though a commodities index. The fast price swings of commodities will result in significant volatility in an investor’s holdings.

Not FDIC or NCUA/NCUSIF Insured | No Bank or Credit Union Guarantee | May Lose Value | Not Guaranteed by any Government Agency | Not a Bank/Credit Union Deposit

This research material has been prepared by LPL Financial.  

The LPL Financial family of affiliated companies includes LPL Financial, UVEST Financial Services  Group, Inc., IFMG Securities, Inc., Mutual Service Corporation,  
Waterstone Financial Group, Inc., and  Associated Securities Corp., each of which is a member of FINRA/SIPC.

To the extent you are receiving investment advice from a separately registered independent investment advisor, please note that LPL Financial is not an affiliate of and make no 
representation with respect to such entity.


