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Rebalancing Strategies
Passive RebalancingOpportunity-

Based Monthly Quarterly

Drifting
Mix

Annualized Returnii 13.43% 13.20% 13.26% 13.26%
Standard Deviation 9.47% 9.47% 9.43% 10.29%
Return/Risk Ratio 1.42 1.39 1.41 1.29
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Equity AllocationAnnualized
Returnii

Std
Deviation

Return/Risk
Ratio End Average

Equities 12.79% 15.23% 0.84 100.0 100.0
Asset Classes

Bonds 7.94% 10.65% 0.75 0.0 0.0
Drifting Mix 11.99% 13.51% 0.89 93.2 84.3
Quarterly Rebalancing 11.90% 13.05% 0.91 80.0 80.0
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Quarterly Rebalanced to:
50.0 59.6 66.5

Drifting
Mix

Asset Classes

Initial Equity Allocation 50.0 59.6 66.5 50.0 100 0
End Equity Allocation 49.4 59.0 66.0 66.5 100 0
Average Equity Allocation 50.2 59.8 66.7 59.6 100 0
Annualized Returnii 15.07% 16.81% 18.05% 16.04% 23.94% 5.78%
Annualized Risk 9.54% 10.56% 11.38% 10.79% 15.93% 8.14%
Return/Risk Ratio 1.58 1.59 1.59 1.49 1.50 0.71
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Asset Class
PortfoliosQuarterly

Rebalancing
Drifting

Mix
Equities Bonds

Initial Equity Allocation 50.0 50.0 100.0 0.0
End Equity Allocation 49.4 66.5 100.0 0.0
Average Equity Allocation 50.2 59.6 100.0 0.0

Annualized Return 15.07% 16.04% 23.94% 5.78%
Naïve VA Assumption 1.85
Actual VA 0.97
Risk-Adjusted Rebalancing Gain 0.88
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Conclusion
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Appendix 1: Comparing Rebalancing Alternatives
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Rebalancing Strategies
Periodic Rebalancing Range Rebalancingi

Monthly Quarterly Annual to the Range to B’mk

Drifting
Mix

Annualized Returnii 13.20% 13.26% 13.19% 13.11% 13.11% 13.26%
Standard Deviation 9.47% 9.43% 9.62% 9.71% 9.67% 10.29%
Information Ratio 1.39 1.41 1.37 1.35 1.36 1.29

                                                          
i Ranges are ± 5%.
ii All returns shown are net of simulated transaction costs of 10 b.p.
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Equity AllocationAnnualized
Returnii

Standard
Deviation

Return/Risk
Ratio End Average

Equities 12.17% 14.33% 0.85 100.0 100.0Asset Classes
Bonds 9.34% 7.83% 1.19 0.0 0.0

Drifting Mix 11.02% 9.78% 1.13 65.4 60.2
Monthly 11.00% 9.21% 1.19 50.0 50.0
Quarterly 11.09% 9.19% 1.21 50.0 50.2
Annual 11.02% 9.23% 1.19 46.6 51.8
to the Rangei 11.03% 9.25% 1.19 51.6 53.9

Rebalancing

to Benchmarki 11.14% 9.24% 1.21 49.2 51.7

Equity AllocationAnnualized
Returnii

Standard
Deviation

Return/Risk
Ratio End Average

Equities 12.13% 15.29% 0.79 100.0 100.0Asset Classes
Bonds 8.55% 10.42% 0.82 0.0 0.0

Drifting Mix 10.79% 11.23% 0.96 74.5 58.2
Monthly 10.63% 10.59% 1.00 50.0 50.0
Quarterly 10.68% 10.57% 1.01 50.0 50.1
Annual 10.64% 10.65% 1.00 50.0 50.7
to the Rangei 10.62% 10.63% 1.00 47.8 51.4
to Benchmarki 10.56% 10.64% 0.99 47.6 50.6
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