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ABOUT FREEDOM ALTERNATIVE 
Freedom Alternative® provides investors access to a range of historically uncorrelated and non-traditional asset classes and 
investment strategies designed to enhance the risk-return profile of each investor’s overall portfolio through increased 
diversification.  

ABSOLUTE RETURN 
Absolute Return provides diversified exposure to alternative investment strategies, such as hedged equity, event-
driven/arbitrage, global macro, and opportunistic credit, which are structured to generate steady risk-adjusted returns over a 
full market cycle with reduced levels of correlation to traditional asset classes. This strategy has historically had similar risk 
and return characteristics to a bond portfolio, but with low correlation to both bonds and stocks. 

Performance 
The Absolute Return strategy recorded a modest decline during the second quarter but held up much better than global stock 
and bond market indices, both of which suffered significant and broad-based declines. The strategy demonstrated resilience 
amid a historically challenging first half for investors in 2022. While all allocations within the strategy declined last quarter, the 
following either contributed to or detracted from performance on a relative basis: 
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• The event driven/arbitrage allocation declined only 
modestly during the quarter given the lower risk 
nature of this allocation and strong relative 
performance from BlackRock Event Driven Equity 
and The Merger Fund.   

• The global macro allocation also proved relatively 
resilient in Q2 as BNY Mellon Global Real Return 
experienced only a modest decline due to the 
fund’s active risk management. 
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• The hedged equity allocation declined during the 
quarter amid a historically challenging period for 
stock markets. However, the funds we held in this 
allocation, Boston Partners Long/Short Research, 
JP Morgan Hedged Equity, and Neuberger Berman 
Long/Short, weathered this period relatively well, 
suffering much smaller declines than broader 
markets due to their structural hedging positions. 

• The opportunistic credit allocation also struggled 
amid a historically challenging period for bond 
markets due to rising interest rates and widening 
credit spreads. Osterweis Strategic Income was a 
laggard due to outsized exposure to high-yield U.S. 
corporate credit while BlackRock Strategic Income 
Opportunities was a relative outperformer due to its 
reduced exposure to interest rate risk.   

 
Positioning 
Below is a breakdown of our allocation as of quarter-end: 
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During the second quarter, we rebalanced the portfolio amid volatile market conditions to ensure the fund allocations matched 
our intended targets.  
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REAL ASSETS  
Real Assets provides diversified exposure to real estate, global infrastructure, and natural resources. These asset classes 
have historically provided a combination of income generation and long-term inflation protection. 

Performance 
The strategy posted a negative return for the quarter, which proved an historically challenging period for financial markets. 
Energy prices peaked in June and tumbled during the tail-end of the second quarter as concerns of slowing economic growth 
and a possible recession pressured energy prices. This is turn resulted in a sell-off in natural resources-related equities during 
June. While all allocations within the strategy declined last quarter, the following either contributed to or detracted from 
performance on a relative basis: 
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• The global infrastructure allocation declined but 
much less so than the other allocations within the 
strategy and broader financial markets. Lazard 
Global Listed Infrastructure was a strong relative 
performer given its emphasis on high quality 
franchises in the universe of listed infrastructure 
companies.   
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• The real estate allocation declined significantly last 
quarter amid rising interest rates and concerns 
about slowing economic growth. However, the 
funds we allocate to, Cohen & Steers Real Estate 
Securities and Third Avenue Real Estate Value, 
declined less than the broader real estate market. 
 

• The natural resources allocation also declined last 
quarter as commodity markets gave back some of 
the strong gains from Q1. BlackRock Commodity 
Strategies was a relative outperformer while T. 
Rowe Price New Era was a relative 
underperformer.     

 
Positioning 
Below is a breakdown of our allocation as of quarter-end: 
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During the quarter, we exited our position in the iShares Gold Trust and reduced our holding in the T. Rowe Price New Era 
fund.  We utilized the proceeds to add the GMO Resources fund to the strategy. We found that gold was not providing the 
intended protection from rising inflation during this current cycle. The addition of GMO to the strategy increases exposure to 
mid-and smaller-sized natural resources companies, provides international diversification, and adds exposure to clean-energy 
companies to the portfolio. We also rebalanced the portfolio during the quarter to ensure the current fund allocations matched 
our intended targets.     
Energy-related equities continue to be the best performing equity sector year-to-date. However, this past quarter highlights the 
volatile nature of the sector. The S&P 500 Energy sector declined 22% from the peak in early June to the end of the quarter.  
The driver of the decline was concern regarding slowing economic growth and a possible recession, which may dampen 
demand for commodities. Commodity prices are likely to continue to be volatile during the remainder of the year as the pace of 
economic growth is uncertain, the Fed is raising interest rates in an effort to tame inflation, and the conflict in Ukraine impacts 
supply and pricing of commodities. Investors should keep in mind that the Real Assets portfolio has an equity-like risk and 
return profile and is most appropriate for those with a higher risk tolerance who are seeking a degree of inflation-protected 
growth potential and the potential for reduced correlation to broader stock market indices.  
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