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Traditional markets have been uncharacteristically kind to investors over the last decade. AQR Principal and Global Co-Head of Portfolio
Solutions Group, Dan Villalon, explains why the next one may disappoint—and what investors’ main options are to meet their return goals.

Over the past few decades markets have gone from somewhat expensive, to historically expensive. This, along with unusually benign
macro conditions, led to windfall gains with unusually low risk for traditional asset classes. Additionally, negative stock/bond correlations
allowed investors to rely on bond investments for portfolio protection when equities struggled.

Expected returns for many asset classes are currently at historic lows.
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The next decade may be a sharp departure. Even with losses in stock and bond markets year-to-date, expected returns remain low.
Inflation risk has also contributed to stocks and bonds becoming less diversifying to each other, leading many portfolios to offer not only
lower returns, but also higher risk than investors have become accustomed to.

Inflation risk helps explain why stocks and bonds are becoming more highly correlated.
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Investors have a handful of options to adapt to the economic environment and the most practical choice may be diversification—specifically

adding sources of returns that are currently underrepresented or altogether absent in most portfolios. Crucially, such strategies should
have a proven track record of not relying on bull markets for success.

It is important to diversify your diversifiers.
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Diversification has always been a key tenet of portfolio management, but investors may find it even more essential going forward.
Succeeding unconventionally is never easy, but the case to do so over next decade is historically strong.

This document has been provided to you solely for information purposes and does not constitute an offer or solicitation of an offer or any advice or recontrendation to purchase
any securities or other financial instruments and may not be construed as such. The factual information set forth herein has been obtained or derived fromsources believed by the
author and AQR Capital Managerrent, LLC (“AQR) to be reliable but it is not necessarily all-inclusive and is not guaranteed as to its accuracy and is not to be regarded as a
representation or warranty, express or inplied, as to the information’s accuracy or corrpleteness, nor should the attached information serve as the basis of any investment decision.
This docunent is intended exclusively for the use of the person to whomit has been delivered by AQR and it is not to be reproduced or redistributed to any other person. The
information set forth herein has been provided to you as secondary information and should not be the primary source for any investrment or allocation decision. Past performance is
not a guarantee of future performance.

This material is not research and should not be treated as research. This paper does not represent valuation judgments with respect to any financial instrunment, issuer, security or
sector that may be described or referenced herein and does not represent a formal or official view of AQR The views expressed reflect the current views as of the date hereof
and neither the author nor AQR undertakes to advise you of any changes in the views expressed herein.

The information contained herein is only as current as of the date indicated, and may be superseded by subsequent merket events or for other reasons. Charts and graphs provided
herein are for illustrative purposes only. The information in this presentation has been developed internally and/or obtained fromsources believed to be reliable; how ever, neither
AQR nor the author guarantees the accuracy, adequacy or conpleteness of such information. Nothing contained herein constitutes investment, legal, tax or other advice nor is it to
be relied on in meking an investment or other decision. There can be no assurance that an investrent strategy will be successful. Hstoric market trends are not reliable indicators of
actual future market behavior or future performance of any particular investrment w hich may differ materially, and should not be relied upon as such.

The information in this paper may contain projections or other forw ard-looking staterments regarding future events, targets, forecasts or expectations regarding the strategies
described herein, and is only current as of the date indicated. There is no assurance that such events or targets will be achieved, and may be significantly different fromthat shown
here. The information in this document, including statements concerning financial merket trends, is based on current market conditions, w hich will fluctuate and may be superseded
by subsequent market events or for other reasons.
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