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LoCorr Funds was founded on the belief that non-traditional 
investments with low correlation to investments like stocks 
and bonds can reduce risk and increase portfolio returns. 
We offer investment solutions that provide the potential 
for positive returns in rising or falling markets and can help 
smooth out the returns in an investor’s portfolio.   

“Wealth Managers Must Navigate an Increasingly  
Uncertain World”

 Financial Times - June 16, 2016

“Is Investors’ Favorite Strategy Doomed to Fail?”
 Why the 60/40 asset allocation model may no longer work

 MarketWatch - April 25, 2013

“Bonds Should Come with a Warning Label”
 Quote from “Buffett Is Right, Bonds Need A Warning Label” article 

 Forbes - February 21, 2013

The Investment Landscape 
has Changed

Mutual fund investing involves risk. Principal loss is possible. The Funds are non-diversified, meaning they may concentrate their assets in fewer individual holdings 
than a diversified fund. Therefore, the Funds are more exposed to individual stock volatility than a diversified fund. The Funds invest in foreign investments and 
foreign currencies which involve greater volatility and political, economic and currency risks and differences in accounting methods. The Funds may make short 
sales of securities, which involves the risk that losses may exceed the original amount invested. Investing in commodities may subject the Funds to greater risks and 
volatility as commodity prices may be influenced by a variety of factors including unfavorable weather, environmental factors, and changes in government regula-
tions. The Funds may invest in derivative securities, which derive their performance from the performance of an underlying asset, index, interest rate or currency 
exchange rate. Derivatives can be volatile and involve various types and degrees of risks, and, depending upon the characteristics of a particular derivative, suddenly 
can become illiquid. Investments in debt securities typically decrease in value when interest rates rise. This risk is usually greater for longer-term debt securities. 
Investments in Asset Backed, Mortgage Backed, and Collateralized Mortgage Backed Securities include additional risks that investors should be aware of such as 
credit risk, prepayment risk, possible illiquidity and default, as well as increased susceptibility to adverse economic developments.

“Crash of 2008 Now Worse Than Crash of 1929”
 Business Insider - March 5, 2009



Investors have experienced a great deal of uncertainty in recent years. Markets seem to soar and crash with  

little notice. That uncertainty has caused many investors to reassess the risk of their investments and rethink  

their approach to investing. The majority of investors have broad exposure to stocks and bonds. Let’s survey  

the investment landscape in those areas.

Our Investment World

Stocks
Since 2000, the stock market, as measured  

by the S&P 500 Index, experienced two  

significant crashes, posting declines of  

42 and 51 percent. After those steep  

declines, stocks enjoyed periods of sharp  

gains, but with stocks near all-time highs,  

what will happen next?  

Bonds
Investments such as bonds have been used for decades to generate additional sources of income for investors. If 

you look back over the last 78 years, you will see that bond yields steadily climbed for 40 years, then were on a 

downward trend for the last 38 years. In recent months, bond yields have started to trend back up; however, due 

to the past volatility we have experienced, the question is, where will they go next? Will the future yields from 

these income-producing investments produce the income that investors have historically counted on? 

History of Treasury Yields - January 1, 1940 - December 31, 2018
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Sources: S&P 500 Index (stock graph), Board of Governors of the Federal Reserve System (US) (bond graph)



What lessons were learned over the past decade? For many investors, the big take 

away was that most investments can decline, sometimes significantly. Furthermore, 

different investments can decline at the same time, just as we saw in 2008. These 

“drawdowns” (the amount of decline from a previous peak) can create large losses 

that may have investors waiting years to recover. To generate positive returns it is 
important to reduce significant losses. 

Here are some examples of extreme declines from bonds, real estate, stocks,  

and commodity investments. The bars in the graph below represent the largest 

drawdown for each of these asset classes since 2000.

The chart below shows how long it can take to climb back from losses in your  

portfolio. As you can see, significant drawdowns can have your portfolio working 

hard for years to recover.

Recovery Time from Hypothetical Drawdowns (assuming a 5% average annual return)
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34.1 years
to recover

Do You Have Time to Recover?

Reduce 
Risk

Seeking to

Source: Bonds, Barclays U.S. Long-Term Treasury; Real Estate, S&P/Case-Shiller U.S. National Home Price Index; 
Stocks, S&P 500 Index; Commodities, S&P GSCI Index

Source: LoCorr Fund Management



Historically, a traditional portfolio has been comprised of stocks, bonds, and cash. Those traditional portfolios can 

produce solid returns at times but rely on appreciating or stable prices. However, as the past decade has painfully 

reminded investors that prices can decline, sometimes sharply. So what is an investor to do?  

Some of the brightest investment minds are employed by large college and university endowments. In the past, these 

institutions allocated the vast majority of their portfolios to traditional investments (stocks, bonds, and cash). However, 

that mix of assets often did not provide the desired risk reduction when trying to grow and preserve capital.  

During the last two decades, the investment focus of larger endowments ($1 billion and above) has shifted to a 

greater allocation of low-correlating assets to help them reach their investment objectives. The pie charts below 

illustrate how these endowments have changed the way they invest, embracing low-correlating investments while 

reducing exposure to traditional stocks and bonds. 

The good news is, many of those low-correlating investment solutions are now available to all investors.

Growth of Low-Correlating Investments

Low-correlating investments are  
comprised of many different assets 
such as managed futures, hedge funds, 
real estate, and private equity. These 
investments historically have shown 
relatively low correlation to stocks and 
bonds (meaning the returns moved 
independently) and have the ability 
to potentially profit when stocks and 
bonds are declining. 
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The growth in popularity of low-correlating investment solutions in recent years has essentially created a distinct 

asset allocation class within institutions and university endowments. And now, these same low-correlating  

investment solutions are becoming more common in individual investor portfolios. The reason for this is the  

potential ability to reduce risk by providing other ways to generate returns independent of stocks and bonds. 

As the below illustration shows, in comparison to the portfolio of stocks and bonds, the diversified portfolio  

reduced risk by a dramatic 42%, which translated to only 2.1 years to recover after the 2008 market  

decline, while also delivering similar returns.

Investment of $1,000

January 1, 2000 - December 31, 2018

The LoCorr Solutions 
Our investment solutions are designed for investment professionals and individual investors who are seeking to 

achieve better diversification and the potential for reduced risk within their portfolios. Our conviction in telling  

the low-correlating investment story is a strong driving force for our firm. Even our name, LoCorr, spotlights our 

focus and belief in the necessity of these strategies for a healthy portfolio. 

LoCorr offers a growing family of mutual funds, and distributes numerous alternative investment products to a 

wide network of investment firms. We continually seek to bring innovative strategies to a broad range of investors 

to help them navigate the increasingly complex investment environment. 

Enhance Returns

Seeking a Better Way to Approach Investing
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*Risk represents Standard Deviation and is being calculated for the time period 1/1/2000-12/31/2017. This chart illustrates the maximum drawdowns for three different portfolios from January 
1, 2000 to December 31, 2018. Stock portfolio invests in MSCI World Index. Stocks/Bonds portfolio invests in 70% MSCI World Index and 30% Barclays Aggregate Bond Index. Diversified 
portfolio invests in 40% MSCI World Index, 30% Barclays Aggregate Index, 10% CISDM Equity L/S Index, 10% Morningstar L/S Commodity Index, and 10% CISDM CTA Equal Weighted Index. 
All portfolios assume reinvestment of dividends and capital gains, but do not reflect the effect of any applicable sales charge or redemption fees. This above data does not imply any future 
performance. One cannot invest directly in an index.

Seeking to

Portfolio Risk* Return Recovery

Stocks 19.3% 3.94% 4.9 years

Stocks/Bonds 12.8% 4.48% 3.0 years

Diversified 7.4% 5.02% 2.1 years
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To learn more about how LoCorr can help you reach your investment goals,  
contact us at:

952.767.6900 | Sales desk: 888.628.2887
www.LoCorrFunds.com

S&P 500 Total Return Index is a capitalization weighted unmanaged benchmark index that includes the stocks of 500 large capitalization companies 
in major industries. This total return index includes net dividends and is calculated by adding an indexed dividend return to the index price change 
for a given period. S&P/Case-Shiller Home Price Index is the leading measure for the U.S. residential housing market, tracking changes in the value 
of residential real estate both nationally as well as in 20 metropolitan regions. S&P GSCI Index (formerly the Goldman Sachs Commodity Index) is 
a composite index of commodity sector returns which represents a broadly diversified, unleveraged, long-only position in commodity futures. MSCI 
World Index is a market capitalization weighted index designed to provide a broad measure of equity-market performance throughout the world. 
Barclays Long Term Treasury Index is an unmanaged benchmark index of all publicly issued debt of agencies of the U.S. government, quasi-federal 
corporations and corporate debt guaranteed by the U.S. government, with maturities ranging from 10 to 30 years. Barclays Capital U.S. Aggregate 
Bond Index is a broad-based bond index comprised of government, corporate, mortgage and asset-back issues rated investment grade or higher. 
CISDM Equity Long/Short Index demonstrates the median return of hedge funds with long and/or short directional strategies in equities. Such 
hedge funds typically take long or short positions in equities and may simultaneously use hedging strategies with futures and options.  Only hedge 
funds that have reported net returns for the particular month are included in the index calculation. Morningstar Long/Short Commodity Index is 
a fully collateralized commodity futures index that uses the momentum rule to determine if each commodity is held long, short, or flat. CISDM CTA 
Equal Weighted Index is designed to broadly represent the performance of all CTA programs in the Morningstar database that meet the inclusion 
requirements. Fees and transaction costs are reflected.  

The Fund’s investment objectives, risks, charges, and expenses must be considered carefully before 
investing. The prospectus contain this and other important information about the investment company, 
and it may be obtained by calling 1.855.LCFUNDS, or visiting www.LoCorrFunds.com. Read it carefully 
before investing.

Diversification does not assure a profit nor protect against loss in a declining market. Correlation measures how much the returns of two 
investments move together over time. One cannot invest directly in an index.

The LoCorr Funds are distributed by Quasar Distributors, LLC.

© 2019 LoCorr Fund. All rights reserved.


