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THE GREATEST WEALTH IS YOUR PEACE OF MIND...



The balancing act
When it comes to investing, few decisions carry more weight than how you allocate your 
portfolio between stocks and bonds. The chart below illustrates why this choice is so 
critical. It shows the best, worst and average annual returns for eleven portfolios ranging 
from 100% bonds to 100% stocks from 1979 to 2025.
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The data tell a story. Portfolios with more stocks have delivered higher highs and lower lows. A portfolio 
invested entirely in stocks achieved a best year of 75% but endured a worst year of -32%. By contrast, 
a portfolio invested entirely in bonds saw a best year of 28% and a worst year of -7%. Average annual 
returns also rise steadily with stock exposure, from 6% p.a. for an all-bond portfolio to 12% p.a. for an 
all-stock one. 

Over the same period, UK inflation averaged around 4.5% per year demonstrating the risk of taking 
on ‘too little’ risk for investors. This represents a strong historical period for bonds as they materially 
outpaced inflation, but it is not always so easy - the recent decade has not been so kind. Owning too 
bond-heavy portfolios over longer periods may put one’s financial goals at risk, given the lower expected 
returns bond portfolios carry.

On the flipside, taking too much risk brings its own challenges. Sharp, short-term drawdowns can trigger 
panic selling at precisely the wrong time, causing investors to miss recoveries and putting the financial 
plan at risk in a different way. Stocks may also take several years to recover, meaning bonds are required 
to meet short-term spending needs. Striking the right balance is essential.

Figure 1: Best, worst and average annual return for different stock and bond mixes
Source: Albion Strategic Consulting. https://smartersuccess.net/indices. See endnote.
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Determining your stock and bond allocation is not a one-time exercise. It should reflect the need to 
take risk to achieve your goals, your financial capacity to withstand losses, behavioural traits such as 
risk tolerance, your experience in investing, and your personal preferences and circumstances.

Working with your financial adviser on an ongoing basis can help navigate these challenges and 
ensure you remain invested in a portfolio that gives you the best chance of success.



Other notes and risk warnings
Use of Morningstar Direct© data

© Morningstar 2025. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/
or its content providers; (2) may not be copied, adapted or distributed; and (3) is not warranted to be accurate, 
complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising 
from any use of this information, except where such damages or losses cannot be limited or excluded by law in your 
jurisdiction. Past financial performance is no guarantee of future results.

Risk warnings
This article is distributed for educational purposes only and must not be considered to be investment advice or an 
offer of any security for sale. The reference to any products is made only to make educational points and must, in no 
circumstances, be deemed to be any form of product recommendation.

This article contains the opinions of the author but not necessarily the Firm and does not represent a 
recommendation of any particular security, strategy or investment product.  Information contained herein has been 
obtained from sources believed to be reliable but is not guaranteed.  

Past performance is not indicative of future results and no representation is made that the stated results will 
be replicated.

Errors and omissions excepted.

Barnett Ravenscroft Wealth Management is a trading name of Barnett Ravenscroft Financial Services Ltd which is 
authorised and regulated in the United Kingdom by the Financial Conduct Authority FRN: 225634 and registered in 
England and Wales under Company No. 04013532.

The registered office address of the Firm is 13 Portland Road, Edgbaston, Birmingham, B16 9HN
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Portfolio construction
Stocks: Albion World Stock Market Index.
Bonds:	 Feb-79 – Apr-09 > Albion Constant Maturity Index (2.5Y)
		  May-09 – present > iShares UK Gilts 0-5 Year ETF (IE00B4WXJK79)
UK inflation: UK Retail Price Index. https://www.ons.gov.uk/
More information: https://smartersuccess.net/indices
Portfolios annually rebalanced from common inception. Returns stated in GBP.
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