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The Shift from 60/40 to 40/30/30:  
In Search of The Innovative Portfolio

Broader Diversification  
A framework spanning nine unique asset classes, reducing  
concentration risk and increasing resilience.

Greater Capital Efficiency  
Higher returns could be achieved by deploying capital more effectively  
across diverse strategies rather than concentrating on riskier assets.

Greater Fee Efficiency  
Optimized fee budgets prioritize strategies delivering asymmetric, 
uncorrelated returns while reducing fees per unit of gross exposure.

Rigorous Risk Management  
Risk is actively measured and managed against pre-set targets  
to avoid outsized exposures.

Total Portfolio Approach  
A “next best dollar” framework prioritizes allocations that enhance the 
likelihood of achieving portfolio objectives over rigid asset class adherence.

Tactical Adjustments  
Probability-weighted shifts dynamically overweight assets  
likely to perform well in current market conditions.

Dedicated Diversifiers  
A base layer of alpha-generating “cash beater” strategies could  
enhance performance across a broader range of scenarios.

We live in a world where change is constant, and with 
it comes uncertainty – nowhere more so than in the 
investment landscape. As the environment evolves, 
so must the portfolios we build. Yet, while many 
areas of society have adapted meaningfully as our 
understanding of the world has advanced, the average 
investor’s portfolio has remained largely stagnant – 
anchored to familiar assets and missing out on the 
benefits of new tools and strategies.
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The 40/30/30 framework redefines portfolio construction, offering: The “Innovative Portfolio” takes a forward-thinking 
approach to investing, constructing true multi-asset, 
multi-strategy portfolios. Using an evidence-based, 
goals-driven framework, it thoughtfully blends 
traditional and alternative assets with the aim to 
achieve optimal outcomes.

As we head into 2025, with bubbles brewing across 
various markets, this leaves investors vulnerable to 
significant market downturns and limits their potential 
for enhanced returns.
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The Innovative Portfolio

Equity
Fixed Income
Alternative

What’s in the 28.5?FIXED INCOME

By Class

14% Active Fixed Income
10% Fixed Income Enhancer
2.5% Aggregate Fixed Income
2%   Cash 

By Product Architecture 

14.25% Index 
14.25% Active

What’s in the 30?FIXED INCOME

By Class

14% Short Dated Fixed Income
14% Active Fixed Income
2%  Cash 

By Product Architecture 

15% Index 
15% Active

37
%

34.5

28.5

The “Optimal” Mix 

What’s in the 34.5?EQUITIES

By Geography

13.5% US Equity
17%  Global Equity
4%   Canadian Equity 

By Product Architecture 

20.5% Index Equity
10%  Active
4%   Equity Enhancer

What’s in the 45?EQUITIES

By Geography

16%   US Equity
23.5% Global Equity
5.5%  Canadian Equity 

By Product Architecture Split 

30% Index 
15% Active

What’s in the 37?ALTERNATIVES 

By Class

27% Alternative Strategies
10% Alternative Assets

By Portfolio Role

27% Diversifying Strategies
10% Diversifying Assets

What’s in the 25?ALTERNATIVES 

By Class

20% Alternative Strategies
5%  Alternative Assets

By Portfolio Role

10% Enhancers 
15% Diversifying

By Goal

10% Diversifying Strategies
5%  Diversifying Assets
6%  Equity Enhancer
4%  FI Enhancer

The “Minimal” Mix 

25
45

30

%

Note: These are illustrative models for discussion purposes only.
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2025 Outlook: 
Preparing for Shifting 
Market Conditions
With 2025 on the horizon, a range of market-
moving forces – from brewing economic 
bubbles to geopolitical shocks – demand 
proactive portfolio adjustments. The Innovative 
Portfolio offers a pragmatic way to fortify client 
portfolios against uncertainty.

The classic 60/40 portfolio (60% equities, 
40% fixed income) has been a long-standing 
benchmark for asset allocation. But today’s 
political, economic, and market shifts demand 
a more adaptive approach. That’s why investors 
should consider a 40/30/30 portfolio:

•  40% to Equities

•  30% to Fixed Income

•  30% to Alternatives

With this 40/30/30 framework in mind, we 
built models of what we consider to be The 
Innovative Portfolio mix given the current 
market conditions. We have provided a sample 
“Optimal” Mix, as well as a model – The 
“Minimal” Mix – which helps take a step toward 
a 40/30/30 portfolio in a way that may better fit 
your mandated investment criteria.

KEY PORTFOLIO TREND 01



THE 2025 PICTON REPORT 04

Head Office
33 Yonge Street, Suite 320
Toronto, Ontario
M5E 1G4

Telephone: 416-955-4108
Toll Free: 1-866-369-4108
Retail Sales: 1-833-955-1344

General Inquiries
invest@pictonmahoney.com

Vancouver
Four Bentall Centre
1055 Dunsmuir Street, Suite 3370
Vancouver, British Columbia
V7X 1L3

Calgary
Bankers Hall, West Tower
888 3rd Street SW, 10th Floor
Calgary, Alberta
T2P 5C5

Montréal
1155 Metcalfe Street, Suite 1502
Montréal, Québec
H3B 2V6

pictonmahoney.com

All figures provided are sourced from Bloomberg L.P. unless otherwise specified, and are based on data as at the dates indicated.

This material has been published by Picton Mahoney Asset Management (PMAM) as at January 10, 2025. It is provided as a general source of information, 
is subject to change without notification and should not be construed as investment advice. This material should not be relied upon for any investment 
decision and is not a recommendation, solicitation or offering of any security in any jurisdiction. The information contained in this material has been obtained 
from sources believed reliable; however, the accuracy and/or completeness of the information is not guaranteed by PMAM, nor does PMAM assume any 
responsibility or liability whatsoever. All investments involve risk and may lose value. This information is not intended to provide financial, investment, tax, 
legal or accounting advice specific to any person, and should not be relied upon in that regard. Tax, investment and all other decisions should be made, as 
appropriate, only with guidance from a qualified professional.

This material may contain “forward-looking information” that is not purely historical in nature. These forward-looking statements are based upon the reasonable 
beliefs of PMAM as of the date they are made. PMAM assumes no duty, and does not undertake, to update any forward-looking statement. Forward-looking 
statements are not guarantees of future performance, are subject to numerous assumptions and involve inherent risks and uncertainties about general 
economic factors which change over time. There is no guarantee that any forward-looking statements will come to pass. We caution you not to place undue 
reliance on these statements, as a number of important factors could cause actual events or results to differ materially from those expressed or implied in any 
forward-looking statement made.

All projections provided are estimates and are in Canadian dollar terms, unless otherwise specified, and are based on data as at the dates indicated.

There is no guarantee that a hedging strategy will be effective or achieve its intended effect. The use of derivatives or short selling carries several risks which 
may restrict a strategy in realizing its profits, limiting its losses, or, which cause a strategy to realize or magnify losses. There may be additional costs and 
expenses associated with the use of derivatives and short selling in a hedging strategy.

® Registered trade-marks of Picton Mahoney Asset Management.
© 2025 Picton Mahoney Asset Management. All rights reserved.
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