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Stock-Bond Correlation Inversions

For decades, investors relied on the negative correlation between
stocks and bonds as the anchor of diversified portfolios. History
shows this relationship is not constant. In periods of high inflation or
stagflation, stocks and bonds move together —falling at the same time -
leaving portfolios exposed.

Stocks Stocks Bonds

Decade (Real Max Max Narrative
IRR) Drawdown Drawdown

Postwar boom fuels
1950s +17% -1% -13% -12% equities; bonds lose
to inflation

1970s +19% +1% _46% 16% Stagﬂat|0n erodes

both
Tech boom, low
1990s +16% +5% -2% -11% inflation — both
thrive
2020s Post-COVID
(thru +8% -3% -23% -25% inflation & rate hikes

'24) hit both

Note: Adapted from historical data on S&P 500 and 10-year Treasuries
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Key Highlights

Inflation Disrupts Diversification:
In stable or low-inflation environments, stocks and bonds tend to move
in opposite directions.
But once inflation exceeds ~5%, correlations turn positive, eliminating
the hedge.

Historical Evidence:
1970s stagflation and 2021-2023 inflation spike both saw stocks and
bonds lose value together.
2008 crisis proved the opposite: bonds rallied while stocks fell.

Portfolio Risks:

= Traditional 60/40 allocations are highly vulnerable in inflationary and
stagflationary regimes.

= Historical examples of simultaneous drawdowns of 20-40%.

Core Conclusions:
The assumption that bonds always hedge equity risk is not reliable.
Investors must adapt strategies in inflationary and stagflationary
conditions.

Learn more at www.omnigenceam.com/insights
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Disclaimer

Our reports, including this paper, express our opinions which have been based, in part, upon generally available public
information and research as well as upon inferences and deductions made through our due diligence, research and
analytical process. The information contained in this paper includes information from, or data derived from, public
third party sources including industry publications, reports and research papers. Although this third-party information
and data is believed to be reliable, neither Omnigence Asset Management nor its agents (collectively “Omnigence”)
have independently verified the accuracy, currency or completeness of any of the information and data contained
in this paper which is derived from such third party sources and, therefore, there is no assurance or guarantee as to
the accuracy or completeness of such included information and data. Omnigence and its agents hereby disclaim any
liability whatsoever in respect of any third-party information or data, and the results derived from our utilization of that
datain our analysis. While we have a good-faith belief in the accuracy of what we write, all such information is presented
“as is,” without warranty of any kind, whether express or implied. The use made of the information and conclusions set
forth in this paper is solely at the risk of the user of this information. This paper is intended only as general information
presented for the convenience of the reader and should not in any way be construed as investment or other advice
whatsoever. Omnigence is not registered as an investment dealer or advisor in any jurisdiction and this report does
not represent investment advice of any kind. The reader should seek the advice of relevant professionals (including
a registered investment professional) before making any investment decisions. The opinions and views expressed
in this paper are subject to change or modification without notice, and Omnigence does not undertake to update or
supplement this or any other of its reports or papers as a result of a change in opinion stated herein or otherwise.
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