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STRATEGIES

Strategy:

Horizon’s Spend portfolios entered the final quarter of the year fully exposed 
to global markets after systematically re-investing in the summer as markets 
rebounded from the March lows. Due to the strong performance of global 
equities in the third quarter, all Spend portfolios replenished their spending 
reserves, beginning the fourth quarter at their maximum spending reserve 
levels. Additionally, there was no Risk Assist activity during the quarter, and all 
portfolios ratcheted1 in the fourth quarter, establishing new levels from which to 
measure drawdowns and calibrate future de-risking activity. As the calendar turns 
to 2021, the Spend portfolios stand ready in their endeavor to capture continued 
equity market gains to support the long-term spending needs of retirees. 

Spend portfolio positioning
The tilts toward equity markets continued to benefit the Spend portfolios last 
quarter. In the equity allocation, we once again decreased low volatility factor 
exposure and slightly lowered our international positioning, deploying those 
funds to increase our domestic large-cap growth exposure. That reallocation 
neutralized some of the value tilt in the portfolios and should serve to increase 
exposure to rebounding markets. Our debt allocation, with an overweight to both 
investment grade and high yield credit, remained unchanged in the quarter. 

Spend contributors and detractors
On the equity side, our allocations to the domestic small-cap low volatility factor, 
domestic mid-caps, and domestic large-cap value led on the quarter, while large-
cap low volatility factor exposure, both domestically and internationally, as well 
as domestic large-cap growth, were laggards. In our fixed income holdings, our 
high yield exposure led, while our core U.S. bond holding lagged.

Spend portfolio outlook
Heading into the new year, the Spend portfolios are fully invested in global 
markets and are positioned to continue capturing gains if markets extend their 
rebound from the March lows, while the Risk Assist algorithm stands ready 
to systematically de-risk the portfolios if market conditions warrant. Due to 
performance across the portfolios in the fourth quarter, the Spend portfolios 
were rebalanced back to their maximum spending reserve levels.   

Objectives:
• Globally diversified
• Embedded liquidity feature
• Embedded risk mitigation feature
 
Up Market Expectations:  
Regular distributions, adjusted annually for inflation.

Down Market Expectations:  
More conservative allocation due to bucket strategy, but still has global equity 
exposure to manage longevity and inflation risks. Can experience drawdown, but 
dual risk management features of bucket implementation and Protect feature 
designed to guard against catastrophic risk.

STAGE:

KEY DEMOGRAPHIC:   
Investors in retirement  

KEY OBJECTIVE:   
Distribution of wealth

PURPOSE: 
Longevity for retirement spending

GAIN PROTECTSPEND®

1 A ratchet refers to the resetting of the target 
loss tolerance threshold for the portfolio 
to a new (higher) value. Typically, in normal 
markets, Risk Assist models ratchet with every 
3%-6% appreciation in the portfolio’s value. 


