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Everyone knows it’s ill-advised to go grocery shopping when you’re hungry. Your 
appetite in the moment is different than in normal circumstances, so you’re likely to buy 
foods you’ll never actually eat. I break this rule all the time, which is how I end up with 
four boxes of frozen mozzarella sticks.

 Similar caution should apply when it comes to asset allocations in the wake of market 
downturns. When stocks decline, investors may be tempted to move into cash in order to 
avoid any further losses. That’s only natural, as the appetite for risk likely changes 
following the first drop. However, history tells us that’s probably the wrong move. A 
balanced asset allocation of 60% stocks and 40% bonds has on average outpaced cash in 
periods following three-month market declines. An investor sitting on the sideline might 
eventually turn nauseous at the missed opportunity from a market rebound.
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Exhibit 1
Appetite for 
Destruction
Average relative 
outperformance of a 60/40 
portfolio vs. a cash 
allocation following a 3-
month US stock market 
decline of 10% or more, 
February 1982–June 2025

Past performance is not a guarantee of future results. 

The 60/40 allocation is 60% Russell 3000 Index and 40% Bloomberg US Aggregate Bond Index and is rebalanced monthly.

In USD. US equity performance is measured by the Russell 3000 Index. There are 29 three-month periods where equities 
declined 10% or more. Of those, the 60/40 portfolio outperformed cash in the following one-, three-, six-, and 12-month 
periods in 20, 22, 21, and 25 periods, respectively. Cash is represented by the three-month US Treasury bill. Equity losses 
of more than 10% over three months trigger the move from a 60/40 portfolio to all cash. All performance results of the 
hypothetical models are based on performance of indices with model/backtested asset allocations; the performance was 
achieved with the benefit of hindsight; it does not represent actual investment strategies. The model’s performance does not 
reflect advisory fees or other expenses associated with the management of an actual portfolio. There are limitations 
inherent in model allocations. In particular, model performance may not reflect the impact that economic and market 
factors may have had on the advisor’s decision-making if the advisor were actually managing client money. Indices are not 
available for direct investment. Their performance does not reflect the expenses associated with the management of an 
actual portfolio. “Three-month US Treasury bill” source: US Treasury via Ibbotson/Morningstar. Frank Russell Company 
is the source and owner of the trademarks, service marks, and copyrights related to the Russell Indexes. Bloomberg index 
data is provided by Bloomberg.

This article originally appeared in Above the Fray, a weekly newsletter for Dimensional 
clients.
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LEARN MORE

AI Is Everywhere, Including Your Portfolio

Buyback or Dividend?

Donut Buy the Meme Hype

The information in this material is intended for the recipient’s background information and use only. It is provided in good faith and without 
any warranty or representation as to accuracy or completeness. Information and opinions presented in this material have been obtained or 
derived from sources believed by Dimensional to be reliable, and Dimensional has reasonable grounds to believe that all factual information 
herein is true as at the date of this material. It does not constitute investment advice, a recommendation, or an offer of any services or 
products for sale and is not intended to provide a sufficient basis on which to make an investment decision. Before acting on any information 
in this document, you should consider whether it is appropriate for your particular circumstances and, if appropriate, seek professional 
advice. It is the responsibility of any persons wishing to make a purchase to inform themselves of and observe all applicable laws and 
regulations. Unauthorized reproduction or transmission of this material is strictly prohibited. Dimensional accepts no responsibility for loss 
arising from the use of the information contained herein.

This material is not directed at any person in any jurisdiction where the availability of this material is prohibited or would subject 
Dimensional or its products or services to any registration, licensing, or other such legal requirements within the jurisdiction.

“Dimensional” refers to the Dimensional separate but affiliated entities generally, rather than to one particular entity. These entities are 
Dimensional Fund Advisors LP, Dimensional Fund Advisors Ltd., Dimensional Ireland Limited, DFA Australia Limited, Dimensional Fund 
Advisors Canada ULC, Dimensional Fund Advisors Pte. Ltd., Dimensional Japan Ltd., and Dimensional Hong Kong Limited. Dimensional Hong 
Kong Limited is licensed by the Securities and Futures Commission to conduct Type 1 (dealing in securities) regulated activities only and 
does not provide asset management services.

RISKS
Investments involve risks. The investment return and principal value of an investment 
may fluctuate so that an investor’s shares, when redeemed, may be worth more or less 
than their original value. Past performance is not a guarantee of future results. There is 
no guarantee strategies will be successful.

UNITED STATES

Dimensional Fund Advisors LP is an investment advisor registered with the Securities and Exchange Commission.

Investment products: • Not FDIC Insured • Not Bank Guaranteed • May Lose Value
Dimensional Fund Advisors does not have any bank affiliates.

WHERE ISSUED BY DIMENSIONAL IRELAND LIMITED

Issued by Dimensional Ireland Limited (Dimensional Ireland), with registered office 25 North Wall Quay, Dublin 1, D01 H104, Ireland. 
Dimensional Ireland is regulated by the Central Bank of Ireland (Registration No. C185067).

WHERE ISSUED BY DIMENSIONAL FUND ADVISORS LTD.
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Issued by Dimensional Fund Advisors Ltd. (Dimensional UK), 20 Triton Street, Regent’s Place, London, NW1 3BF. Dimensional UK is 
authorised and regulated by the Financial Conduct Authority (FCA) - Firm Reference No. 150100.

Dimensional UK and Dimensional Ireland do not give financial advice. You are responsible for deciding whether an investment is suitable for 
your personal circumstances, and we recommend that a financial adviser helps you with that decision.

Dimensional UK and Dimensional Ireland issue information and materials in English and may also issue information and materials in certain 
other languages. The recipient’s continued acceptance of information and materials from Dimensional UK and Dimensional Ireland will 
constitute the recipient’s consent to be provided with such information and materials, where relevant, in more than one language.

NOTICE TO INVESTORS IN SWITZERLAND: This is advertising material.

JAPAN

For Institutional Investors and Registered Financial Instruments Intermediary Service Providers.

This material is deemed to be issued by Dimensional Japan Ltd., which is regulated by the Financial Services Agency of Japan and is 
registered as a Financial Instruments Firm conducting Investment Management Business and Investment Advisory and Agency Business.

Dimensional Japan Ltd.
Director of Kanto Local Finance Bureau (FIBO) No. 2683
Membership: Japan Investment Advisers Association
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