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Creating your recipe for success
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Understanding clients’ unique objectives is critical
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Diversifying
Assets
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Allocations in this slide are for illustrative purposes only. Actual allocations may vary 
depending on clients circumstances
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Diversified Return Volatility Absolute: 
Cash + 3% 5 years

Alpha
25%

Equity
11%

Hybrid
5%

Credit
33%

Commodities
10%

Duration 
26%

Hedge Funds 
25%

Global Equity
11%

Convertibles
5%

Investment Grade 
Credit
12%High Yield

7%

Bank Loans
7%

EMD
7%

Commodities
10%

Long Duration Govt
16%

Inflation Linked 
Bonds

10%
Hedge Funds for Uncorrelated Alpha

Balanced Drivers of Risk & Return

Note: Effective exposure = 110% due to use of synthetic/derivative implementation in some asset classes. 

Commodities for 
some inflation 
regime protection
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Allocations in this slide are for illustrative purposes only. Actual allocations may vary 
depending on clients circumstances
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Question: Which portfolio aligns most closely  
with your current objectives?
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Insurance Aware Volatility: 
VaR

Target SII 
SCR c. 2/3rds 

of equity
Cash + % Short & 

Long term
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Allocations in this slide are for illustrative purposes only. Actual allocations may vary 
depending on clients circumstances
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0.12Excess Return/SCR

1.02Duration
IG corporate bonds, 
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2.5%

Short Duration 
Bonds
7.5%

IG corporate 
bonds
37.5%
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7.5%

Cash
5.0%

Surplus Assets Matching PortfolioCombined

6.44%
(Cash + 1.8%)

Expected Return

6.4%Expected Volatility

-5.7%95th Percentile VaR

17.2%Market SCR
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Re-underwrite your investment objectives to ensure you’re 
focussed on the most important ones

Ensure your portfolio construction framework reflects how 
you define risk

Re-assess your asset allocation to make sure you have the 
best ingredients for the season

Asset allocations drives investment outcomes – spend 
more time on it01

02

03

04

Your recipe for 
success
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Global Markets Tracking 
Error Liquid Assets Medium-

Term

Public 
equity
60%

Growth Fixed 
Income 

15%

Defensive Fixed 
Income

25%
DM Equity

48%

EM Equity
6%

Small Cap Equity 
6%

High Yield 
5%

Bank Loans
5%

EMD
5%

Govt 
Credit 
15%

IG Credit
10%

Focus on Alpha from 
Manager Selection
DM, EM and Small 
Cap

Growth fixed income 
for outperformance
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Defensive fixed 
income

Dynamic Asset 
Allocation

Allocations in this slide are for illustrative purposes only. Actual allocations may vary 
depending on clients circumstances
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Important Notices

References to Mercer shall be construed to include Mercer (US) LLC and/or its associated companies.
© 2024 Mercer (US) LLC. All rights reserved.

The material presented in this Global Investment Forum is for educational purposes only.  It is intended for Institutional investors only and does not constitute investment, legal, tax advice or 
advice of any nature.

This contains confidential and proprietary information of Mercer and is intended for the exclusive use of the parties to whom it was provided by Mercer. Its content may not be modified, sold 
or otherwise provided, in whole or in part, to any other person or entity without Mercer’s prior written permission.

Mercer does not provide tax or legal advice. You should contact your tax advisor, accountant and/or attorney before making any decisions with tax or legal implications.

This does not constitute an offer to purchase or sell any securities.

The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to change without notice. They are not intended to convey any guarantees as to 
the future performance of the investment products, asset classes or capital markets discussed.

Past performance does not guarantee future results. Mercer’s ratings do not constitute individualized investment advice. The value of investments can go down as well as up, and you may 
not get back the amount you have invested. Investments denominated in a foreign currency will fluctuate with the value of the currency. Certain investments, such as securities issued by 
small capitalization, foreign and emerging market issuers, real property, and illiquid, leveraged or high-yield funds, carry additional risks that should be considered before choosing an 
investment manager or making an investment decision.

For Mercer’s conflict of interest disclosures, contact your Mercer representative or see mercer.com/footer/conflicts-of-interest-mercer-investments.

This does not contain investment advice relating to your particular circumstances. No investment decision should be made based on this information without first obtaining appropriate 
professional advice and considering your circumstances. Mercer provides recommendations based on the particular client's circumstances, investment objectives and needs. As such, 
investment results will vary and actual results may differ materially.
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Important Notices (cont.)

Information contained herein may have been obtained from a range of third party sources. While the information is believed to be reliable, Mercer has not sought to verify it independently. As 
such, Mercer makes no representations or warranties as to the accuracy of the information presented and takes no responsibility or liability (including for indirect, consequential, or incidental 
damages) for any error, omission or inaccuracy in the data supplied by any third party.

For the most recent approved ratings of an investment strategy, and a fuller explanation of their meanings, contact your Mercer representative.

Mercer universes: Mercer’s universes are intended to provide collective samples of strategies that best allow for robust peer group comparisons over a chosen timeframe. Mercer does not 
assert that the peer groups are wholly representative of and applicable to all strategies available to investors.

Not all services mentioned are available in all jurisdictions. Please contact your Mercer representative for more information.

Investment management and advisory services for U.S. clients are provided by Mercer Investments LLC (Mercer Investments). Mercer Investments LLC is registered to do business as 
“Mercer Investment Advisers LLC” in the following states: Arizona, California, Florida, Illinois, Kentucky, New Jersey, North Carolina, Oklahoma, Pennsylvania, Texas, and West Virginia; as 
“Mercer Investments LLC (Delaware)” in Georgia; as “Mercer Investments LLC of Delaware” in Louisiana; and “Mercer Investments LLC, a limited liability company of Delaware” in Oregon. 
Mercer Investments LLC is a federally registered investment adviser under the Investment Advisers Act of 1940, as amended. Registration as an investment adviser does not imply a certain 
level of skill or training. The oral and written communications of an adviser provide you with information about which you determine to hire or retain an adviser. Mercer Investments’ Form ADV 
Part 2A & 2B can be obtained by written request directed to:  Compliance Department, Mercer Investments 99 High Street, Boston, MA 02110.

Certain regulated services in Europe are provided by Mercer Global Investments Europe Limited and Mercer Limited.

Mercer Global Investments Europe Limited is regulated by the Central Bank of Ireland under the European Union (Markets in Financial Instruments) Regulation 2017, as an investment firm. 
Registered office: Charlotte House, Charlemont Street, Dublin 2, Ireland. Registered in Ireland No. 416688. Mercer Limited is authorized and regulated by the Financial Conduct Authority. 
Registered in England and Wales No. 984275. Registered Office: 1 Tower Place West, Tower Place, London EC3R 5BU.

Investment management services for Canadian investors are provided by Mercer Global Investments Canada Limited. Investment consulting services for Canadian investors are provided by 
Mercer (Canada) Limited.
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Important Notices (cont.)

Investment advisory services for Brazil clients are provided by Mercer Human do Brasil (Mercer Brazil), a company regulated by the Brazilian Securities and Exchange Commission to 
provide Financial Advisory services. This does not constitute an offer or a solicitation of an offer to buy or sell securities, commodities and/or any other financial instruments or products or 
constitute a solicitation on behalf of any of the investment managers, or their affiliates. For the avoidance of doubt, this is not formal investment advice to allow any party to transact. 
Additional advice will be required in advance of entering into any contract. The findings, ratings and/or opinions expressed herein are the intellectual property of Mercer and are subject to 
change without notice. They are not intended to convey any guarantees as to the future performance of the investment products, asset classes or capital markets discussed.  Past 
performance does not guarantee future results. The services mentioned in this document refer to global investment services and some of them may not be provided locally by Mercer Brazil; 
please contact our local team for information.

The services mentioned in this document refer to global investment services and some of them may not be provided locally by Mercer Mexico; please contact our local team for information.
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