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Why the drift approach
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Anything that can help
control investment risk
IS an awesome thing.

That's why portfolio rebalancing is a best practice
must-have.

Let’s look at how a rebalancing strategy can help
reduce risk and ensure your clients’ investments
remain aligned with their overall financial plan.
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Portfolio rebalancing is the process of ensuring that an
investment portfolio retains the appropriate balance of risk
and reward in line with your client’s financial objectives and
desired level of risk.

It is inevitable that some portions of a portfolio will outperform
others. As a result, the portfolio can naturally skew towards too
much or too little risk. Rebalancing involves selling some of the
assets that are performing well and reinvesting the funds in
other areas.

So, for example, if a portfolio that began with a 50/50 split of
stock and bonds had a period of underperforming bonds and
outperforming stocks, the 50/50 split may skew more towards
60/40. To rebalance the portfolio in line with the original 50/50
objective, you could take the gains from the high-performing
stocks and reinvest them in bonds.

This is effectively taking profits and reinvesting in the trailing
securities. This is a sound investment practice because it
usually enhances performance and ensures the portfolio
remains within appropriate parameters for the client.
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What are the benefits
of rebalancing?

The fluctuating nature of the stock market Think of rebalancing as readjustments to the

means that the risk associated with a portfolio steering wheel to keep your clients on course to

also fluctuates. Rebalancing helps manage the reach their financial destination.

risk by proactively adjusting the portfolio in line

with your client’s original goals. It helps to keep your clients’ long-term strategies
in mind by adjusting their asset allocation in line

In short, failure to rebalance a portfolio could with their financial goals and tolerance for risk.

result in an ‘all your eggs in one basket’

syndrome which could result in your client’s This can help to protect their portfolio and

portfolio moving out of line with their objectives maintain their investment income.

or missing out on an investment as it comes
back into favour.
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What has portfolio rebalancing got to
do with the amount of time it takes the
earth to revolve around the sun?

Did you say nothing?
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Advisers typically rebalance their portfolios
annually. By contrast, some discretionary MPS can
be rebalanced as often as quarterly.

While annual rebalancing isn't a terrible ideq, it is
less than optimal.

The time-consuming process of obtaining client
permissions, alongside the abundant opportunity
for error, isn't ideall.

Quarterly rebalancing, on the other hand, is a rigid
trap!

It provides a simple safety net for risk, but this

can come at a high cost. Rebalancing on a fixed
schedule can fail to strike the balance between risk
and reward, sacrificing growth and in some cases
generating unnecessary costs.




We examine the impact of different rebalancing
methods on £100k invested across a range of global
bond/equity portfolios over a 30-year period.

We run every rolling 30-year period from Jan 1915 to
Dec 2025, which gives us 972 scenarios. We consider
multiple asset allocations (from 80/20 to 20/80 bond/
equity) under the following rebalancing options.

Quarterly
Annual
5% Drift Tolerance

10% Drift Tolerance
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Bonds/

Equity Volatility Annualised Return Number of Rebalances Portfolio Value In 30 Years

Annual 5%Band 10%Band : Quarterly  Annual 5%Band 10%Band : Quarterly  Annual 5%Band 10%Band : Quarterly  Annual 5%Band  10% Band

R

80/20 9.34% MM 9.35% 9.35% 9.41% 7.75% 7.76% 7.77% £937K

-

R

70/30 9.49% 9.49% 9.50% 9.55% 7.99% 8.10% 8.09% 8.13%

.

—_—

60/40 9.85% 9.86% 9.89% 9.94% 8.32% 8.44% 8.42% 8.51% £1137M

-

R

50/50 10.41% B 10.42% [ 10.46% [ 10.53% 8.66% 8.79% 8.77% 8.86%

.

—_—

40/60 n.13% 1.14% 1.19% 11.30% 9.01% 9.13% 9.11% 9.19% £1.375M

.

R

30/70 11.98% BN 11.99% BN 12.05% W 12.21% 9.36% 9.48% 9.49% 9.54%

-

—_—

20/80 12.93% BN 12.94% [ 13.03% [ 13.22% 9.82% 9.86% 9.91% £1.677M
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The colour coding is intended only to provide a clear visual comparison between the rebalancing approaches shown.

This chart is for illustrative purposes only; it does not constitute investment advice and must not be relied on as such. The value of investments and the income from them
can go down as well as up so you may get back less than you invest. These figures refer to the past and past performance is not a reliable indicator of future results. Returns
are shown net of fees but exclude transaction costs and taxes. Transaction costs, taxes and inflation reduce investment returns.

The table reports the average annualised return, annualised volatility, number of rebalances, and portfolio value after 30 years across all 972 monthly rolling 30-year historical
scenarios between 1 January 1915 and 31 December 2025, based on the actual historical performance of underlying financial indices. The initial investment amount is £100,000 and
the results are net of 1% annual fee. Results are shown for portfolios with different allocations to global equities and global bonds under four rebalancing approaches: quarterly,
annual, 5% drift, and 10% drift. All investment income is assumed to be reinvested, unless otherwise stated. Sources: Global Equities: Morningstar Global All Cap Target Market
Exposure Index and DMS World Equity TR Index. Global Bonds: Morningstar Global Core Bond Index and DMS World Bond TR Index.
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The outcome of our research clearly
demonstrates that rebalancing based on
market movements provides better outcomes,
compared to rebalancing after a client review
meeting or arbitrary date in the diary.

Our strategy is formulated on this tolerance-
based approach. This means that when a
10% ‘drift’ of an asset class from the target
allocation (on an absolute basis) occurs, we
rebalance the portfolio.
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HERE’S HOW IT WORKS...

v

We keep you fully informed
of the client specific drift
and notify you when an
asset class drifts under

or over 7% and then 9%,
keeping you fully aware.

v

When assets in a specific
asset class drift over or
under 10% from target,
we rebalance the ISA and
SIPP components of the
portfolio.
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An important feature of
Timeline’s service is that
we will help you to manage
the clients CGT position
and will never rebalance

a GIA without your express
permission to do so.



Tolerance-based rebalancing helps us
ensure that portfolios remain in line with risk
parameters and return objectives all year
round as well as improving performance.

Our comprehensive onboarding training
helps you to take control at every stage of
the process.

From risk and return to asset allocation,
you can read our core investment beliefs
on our website or get in touch for a chat.
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https://www.timeline.co/portfolios
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Email  support@timeline.co

Office 70 Gracechurch St
4th Floor
London
EC3V OHR
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For financial advisers use only — not for distribution to retail clients. This material is produced exclusively for financial advisers and
should not be relied upon by retail investors. It is the responsibility of the financial adviser to ensure that any investment product or
service mentioned herein is suitable for their clients, based on the client’s specific objectives, risk profile and circumstances.

This document has been created for information purposes only and has been compiled from sources believed to be reliable. None of
Timeline, its directors, officers or employees accepts liability for any loss arising from the use hereof or reliance hereon or for any act or
omission by any such person, or makes any representations as to its accuracy and completeness. This document does not constitute
an offer or solicitation to invest, it is not advice or a personal recommendation nor does it take into account the particular investment
objectives, financial situation or needs of individual clients.

Past performance is not a reliable indicator of future results, income is not guaranteed, share prices may go up or down and you may
not get back the original capital invested. The value of your investment may also rise or fall due to changes in tax rates and rates of
exchange if different to the currency in which you measure your wealth.

Timeline Portfolios Limited is incorporated under the laws of England and Wales, RC: 11557205, which is authorised and regulated by the
Financial Conduct Authority (number 840807). Timeline Planning is a product of Timelineapp Tech Limited. Registered in England and
Wales. RC: 11405676.

Copyright © 2026. Timeline Holdings Ltd. All rights reserved.
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