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Summary
Risks assets have rebounded sharply from their March lows as the unprecedented joint fiscal-monetary 

policy revolution stoked a global recovery from the Covid-19 shock. Yet the structural trends such as “even 

lower for even longer” interest rates, deglobalization and the shift to sustainability roll on. We discussed in 

our paper Readying for real resilience how reviewing strategic asset allocations (SAAs) to ensure portfolios 

are resilient to the supercharged trends is the most important action investors need to take. We update our 

Capital market assumptions (CMAs) and investor-specific portfolios to the end of the third quarter. Market 

moves have driven some changes to asset class expected returns yet our asset class views (see below) are 

largely in-line with those we outlined last quarter. The long-lasting impact of the policy revolution will 

manifest across fixed income and equity expected returns, in our view. We still see negative expected five-

year returns for government bonds and investment grade credit. Tightening credit spreads have eroded 

expected returns for investment grade and high yield compared to last quarter, yet we still see spreads for 

high yield offering attractive risk reward. Richer valuations for equities, particularly in the U.S. and in 

emerging markets (EM) following the rally, have lowered our expected returns for the asset class. Our private 

equity expected returns have risen due to cheaper valuations and higher average economic growth 

expectations over the next five years.

BlackRock strategic views

Our strategic asset class views show our asset class preferences over a 10-year horizon relative to a long-

term, cycle-agnostic equilibrium asset allocation. We also contrast our strategic preferences with 

representative multi-asset portfolios in the U.S., euro area and UK. Based on our cyclical views and current 

market valuations, asset classes may be more or less favorable compared with a long-run, steady-state 

environment. The chart on the next page summarizes our current views. We maintain our underweight on 

nominal government bonds, a preference for inflation-linked bonds, private markets as potential portfolio 

diversifiers, and deliberate geographical exposures to prepare for a bifurcated world with two poles of growth 

– one U.S.-centric and one-China centric. A key pillar of our strategic assets views is a rise in inflation 

expectations rising over the medium-term as detailed in our paper Preparing for a higher inflation regime. 

The policy revolution – particularly central banks' willingness to cap bond yields to avoid a tightening of 

financial conditions – means asset prices may not react the same way to inflationary pressures as they have 

in the past. Our upcoming Portfolio perspectives will dig into this aspect in more detail. We maintain our 

strong underweight in developed market government bonds as the strategic case for the asset class has 

diminished further since we first laid out our argument in Bonds and ballast: testing the limits. We find 

inflation-linked bonds and Chinese government bonds as increasingly attractive as part of a whole-portfolio 

approach to resilience. We prefer high yield credit over investment grade and maintain an overall neutral 

stance on equities with a tilt toward emerging markets, particularly China. We see private markets playing a 

core role in modern portfolios. Our investor-specific SAAs typically have greater allocations to private 

markets than many similar multi-asset portfolios: see the representative portfolios below. Sizing allocations 

depends on client specifics such as cashflow requirements and manager selection.
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https://www.blackrock.com/corporate/literature/whitepaper/bii-macro-perspectives-june-2020.pdf
https://www.blackrock.com/institutions/en-zz/insights/portfolio-design/preparing-for-real-resilience
https://www.blackrock.com/corporate/insights/blackrock-investment-institute/publications/global-macro-outlook
https://www.blackrock.com/institutions/en-zz/insights/portfolio-design/testing-the-limits-of-government-bonds
https://www.blackrock.com/institutions/en-zz/insights/charts/capital-market-assumptions#strategic-asset-allocation


BlackRock strategic views

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance.
Source: BlackRock Investment Institute, November 2020. Data as of 30 September, 2020. 
Notes: The equilibrium view tab shows our asset views on a 10-year view from an unconstrained US dollar perspective against a long-term equilibrium allocation. Income private
markets include infrastructure debt, direct lending, real estate mezzanine debt and US core real estate. Growth private markets include global private equity buyouts and
infrastructure equity. The hypothetical portfolio may differ from those in other jurisdictions, is intended for information purposes only and does not constitute investment advice.

Asset return expectations and uncertainty
Select return time period (years) 

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance.
Source: BlackRock Investment Institute, November 2020. Data as of 30 September, 2020. 
Notes: Return assumptions are total nominal returns. US dollar return expectations for all asset classes are shown in unhedged terms, with the exception of global ex�US Treasuries and
hedge funds. Our CMAs generate market, or beta, geometric return expectations. Asset return expectations are gross of fees. For a list of indices used, visit our Capital Market Assumptions
website at blackrock.com/institutions/en-us/insights/charts/capital-market-assumptions and click on the information icon in the Asset class return and volatility expectations table. We
use BlackRock proxies for selected private markets because of lack of sufcient data. These proxies represent the mix of risk factor exposures that we believe represents the economic
sensitivity of the given asset class. There are two sets of bands around our mean return expectation. The darker bands show our estimates of uncertainty in our mean return estimates. The
lighter bands are based on the 25th and 75th percentile of expected return outcomes – the interquartile range for more detail read Portfolio perspectives. Indices are unmanaged and used
for illustrative purposes only. They are not intended to be indicative of any fund or strategy’s performance. It is not possible to invest directly in an index.

Strategic tilt
Hypothetical US dollar 10-year strategic allocation vs. our equilibrium view

September 2020 June 2020

Ination-linked bonds

Emerging market equity

DM high yield and EM debt

Income private markets

Growth private markets

Global IG credit

Developed market equity

Mortgage backed securities

Global governments

Underweight         Neutral         Overweight

Expected annualised return

Mean expected return September 2020
June 2020
Mean return uncertainty
Interquartile range

U.S. private equity (buyout)
Direct lending

U.S. real estate

Hedge funds (global)
Infrastructure debt

Europe equities

China A shares
EM equities

China equities

U.S. Small cap
U.S. equities

Global 60/40 portfolio

High yield
Local EM debt

China government bonds

USD EM debt
Ination-linked bonds

Agency MBS

Aggregate bonds
Credit

Government bonds

Ex�U.S. gov. bonds
Credit (10+ years)

Long government bonds
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https://www.blackrock.com/institutions/en-us/insights/charts/capital-market-assumptions
https://www.blackrock.com/corporate/literature/whitepaper/bii-portfolio-perspectives-december-2018.pdf


Assumptions at a glance

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance.
Source: BlackRock Investment Institute, November 2020. Data as of 30 September, 2020. 
Notes: Return assumptions are total nominal returns. US dollar return expectations for all asset classes are shown in unhedged terms, with the exception of global ex�US Treasuries and
hedge funds. Our CMAs generate market, or beta, geometric return expectations. Asset return expectations are gross of fees. Forecasted future performance is not a reliable indicator of
future results. We use long-term volatility and correlation expectations. We break down each asset class into factor exposures and analyse those factors' historical volatilities and
correlations over the past 19 years. Correlations with global equities and bonds are based on global measures excluding domestic equities and bonds. We combine the historical volatilities
with the current factor makeup of each asset class to arrive at our assumptions. This approach takes into account how asset classes evolve over time. Example: Some xed income indices
are of shorter or longer duration than they were in the past. Our expectations reect these changes, whereas a volatility calculation based only on historical monthly index returns would fail
to capture the shifts. Indices are unmanaged and used for illustrative purposes only. They are not intended to be indicative of any fund or strategy’s performance. It is not possible to invest
directly in an index. We use BlackRock proxies for selected private markets because of lack of sufcient data. These proxies represent the mix of risk factor exposures that we believe
represents the economic sensitivity of the given asset class.For a list of indices used, visit our Capital Market Assumptions website at blackrock.com/institutions/en-
us/insights/charts/capital-market-assumptions and click on the information icon in the Assumptions at a glance table.

Asset

Return expectations 
(geometric, gross of fees) Long-term  

expected
volatility

Long-term correlation

5�
year

10�
year

15�
year

20�
year

Global
equities

Global government
bonds

U.S. high yield 3.9% 4.3% 4.6% 4.8% 8.0% 63% �1%

Local currency EM debt 3.2% 3.4% 3.5% 3.6% 8.6% 51% 13%

China government bonds 2.9% 3.1% 3.1% 3.1% 4.1% 0% 29%

USD EM debt 2.8% 3.6% 4.2% 4.7% 10.3% 42% 37%

U.S. bank loans 2.7% 3.2% 3.7% 4.0% 8.1% 55% �12%

U.S. ination-linked government
bonds

1.8% 2.2% 2.6% 2.7% 6.0% 1% 52%

U.S. cash 0.4% 1.0% 1.6% 1.9% 0.0% 0% 0%

U.S. agency MBS 0.1% 0.8% 1.4% 1.7% 1.5% �26% 35%

U.S. aggregate bonds �0.1% 0.8% 1.5% 2.0% 4.2% �11% 76%

U.S. credit (all maturities) �0.1% 1.0% 2.1% 2.7% 6.8% 18% 63%

U.S. government bonds (all
maturities)

�0.5% 0.3% 1.0% 1.5% 5.5% �38% 77%

Global ex�U.S. government bonds �0.5% 0.4% 1.2% 1.7% 3.5% �17% 100%

U.S. credit (10+ years) �1.0% 0.6% 2.2% 3.2% 12.8% 24% 59%

U.S. government (10+ years) �2.8% �1.6% �0.5% 0.2% 15.2% �31% 77%

Europe large cap equities 6.5% 7.0% 7.3% 7.5% 18.4% 88% �11%

Global ex�U.S. large cap equities 6.4% 6.8% 7.0% 7.2% 16.4% 91% �12%

China A shares 6.4% 6.4% 6.4% 6.3% 31.1% 33% �7%

Emerging large cap equities 5.4% 6.4% 7.4% 8.0% 21.0% 73% �10%

China�Broad market equities 5.3% 6.6% 7.7% 8.5% 27.3% 50% �12%

U.S. small cap equities 4.6% 5.6% 6.4% 6.9% 22.6% 87% �17%

U.S. large cap equities 4.1% 5.0% 5.8% 6.3% 16.2% 87% �15%

U.S. private equity (buyout) 17.1% 16.6% 15.9% 15.4% 32.0% 80% �17%

Global direct lending 7.6% 8.0% 8.3% 8.5% 15.0% 73% �11%

Global infrastructure equity 6.2% 6.7% 7.1% 7.3% 18.8% 64% 5%

U.S. core real estate 5.9% 6.1% 6.2% 6.2% 12.1% 58% 16%

Real estate mezzanine debt 5.1% 5.7% 6.1% 6.3% 10.4% 69% 10%

Hedge funds (global) 4.4% 5.1% 5.7% 6.1% 7.4% 84% �19%

U.S. Infrastructure debt 1.8% 3.0% 4.1% 4.8% 10.5% 27% 48%

Developed infrastructure debt 1.1% 2.2% 3.2% 3.8% 9.0% 30% 48%
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BlackRock Investment Institute
The BlackRock Investment Institute (BII) leverages the firm’s expertise to provide insights on the global economy, 

markets, geopolitics and long-term asset allocation – all to help our clients and portfolio managers navigate financial 

markets. BII offers strategic and tactical market views, publications and digital tools that are underpinned by proprietary 

research.
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BlackRock’s Long-Term Capital Market Assumption Disclosures: This information is not intended as a recommendation to invest in any particular asset class or strategy or product or as a 
promise of future performance. Note that these asset class assumptions are passive, and do not consider the impact of active management. All estimates in this document are in US dollar 
terms unless noted otherwise. Given the complex risk-reward trade-offs involved, we advise clients to rely on their own judgment as well as quantitative optimisation approaches in setting 
strategic allocations to all the asset classes and strategies. References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Assumptions, 
opinions and estimates are provided for illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. Forecasts of financial market trends that are 
based on current market conditions constitute our judgment and are subject to change without notice. We believe the information provided here is reliable, but do not warrant its accuracy or 
completeness. If the reader chooses to rely on the information, it is at its own risk. This material has been prepared for information purposes only and is not intended to provide, and should not 
be relied on for, accounting, legal, or tax advice. The outputs of the assumptions are provided for illustration purposes only and are subject to significant limitations. “Expected” return 
estimates are subject to uncertainty and error. Expected returns for each asset class can be conditional on economic scenarios; in the event a particular scenario comes to pass, actual returns 
could be significantly higher or lower than forecasted. Because of the inherent limitations of all models, potential investors should not rely exclusively on the model when making an investment 
decision. The model cannot account for the impact that economic, market, and other factors may have on the implementation and ongoing management of an actual investment portfolio. 
Unlike actual portfolio outcomes, the model outcomes do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact future returns. Asset 
allocation/diversification does not guarantee investment returns and does not eliminate the risk of loss.

Index Disclosures: Index returns are for illustrative purposes only and do not represent any actual fund performance. Index performance returns do not reflect any management fees, 
transaction costs or expenses. Indices are unmanaged and one cannot invest directly in an index.

General Disclosure: This material is intended for information purposes only, and does not constitute investment advice, a recommendation or an offer or solicitation to purchase or sell any 
securities to any person in any jurisdiction in which an offer, solicitation, purchase or sale would be unlawful under the securities laws of such jurisdiction. The opinions expressed are as of 
November 2020 and are subject to change without notice. Reliance upon information in this material is at the sole discretion of the reader. Investment involves risks. Asset 
allocation/diversification does not guarantee investment returns and does not eliminate the risk of loss.

In the U.S., this material is intended for institutional investors only and not for public distribution. In Canada, this material is intended for permitted clients only. In EMEA: Until 31 December 
2020 this is issued by BlackRock Investment Management (UK) Limited, authorised and regulated by the Financial Conduct Authority. Registered office: 12 Throgmorton Avenue, London, 
EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in England and Wales No. 2020394. For your protection telephone calls are usually recorded. Please refer to the Financial Conduct 
Authority website for a list of authorised activities conducted by BlackRock. From 31 December 2020 In the event the United Kingdom and the European Union do not enter into an 
arrangement which permits United Kingdom firms to offer and provide financial services into the European Union, the issuer of this material is: BlackRock Investment Management (UK) 
Limited for all outside of the European Union; and BlackRock (Netherlands) B.V.(1) for in the European Union, BlackRock (Netherlands) B.V. is authorised and regulated by the Netherlands 
Authority for the Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 – 549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311. For your protection 
telephone calls are usually recorded. In Switzerland, this document is marketing material. This document shall be exclusively made available to, and directed at, qualified investors as defined in 
the Swiss Collective Investment Schemes Act of 23 June 2006, as amended. For investors in Israel: BlackRock Investment Management (UK) Limited is not licensed under Israel’s Regulation 
of Investment Advice, Investment Marketing and Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder. In South Africa, please be advised that 
BlackRock Investment Management (UK) Limited is an authorized financial services provider with the South African Financial Services Board, FSP No. 43288. In the DIFC this material can be 
distributed in and from the Dubai International Financial Centre (DIFC) by BlackRock Advisors (UK) Limited — Dubai Branch which is regulated by the Dubai Financial Services Authority 
(DFSA). This material is only directed at 'Professional Clients’ and no other person should rely upon the information contained within it. In the Kingdom of Saudi Arabia this information is only 
directed to Exempt Persons, Authorized Persons or Investment Institutions, as defined in the relevant implementing regulations issued by the Capital Markets Authority (CMA). In the United 
Arab Emirates this material is only intended for -natural Qualified Investor as defined by the Securities and Commodities Authority (SCA) Chairman Decision No. 3/R.M. of 2017 concerning 
Promoting and Introducing Regulations. Neither the DFSA or any other authority or regulator located in the GCC or MENA region has approved this information. In Singapore, this is issued by 
BlackRock (Singapore) Limited (Co. registration no. 200010143N). This publication has not been reviewed by the Monetary Authority of Singapore. In Hong Kong, this material is issued by 
BlackRock Asset Management North Asia Limited and has not been reviewed by the Securities and Futures Commission of Hong Kong. In South Korea, this material is for distribution to the 
Qualified Professional Investors (as defined in the Financial Investment Services and Capital Market Act and its sub-regulations). In Taiwan, independently operated by BlackRock Investment 
Management (Taiwan) Limited. Address: 28F., No. 100, Songren Rd., Xinyi Dist., Taipei City 110, Taiwan. Tel: (02)23261600. In Japan, this is issued by BlackRock Japan. Co., Ltd. (Financial
Instruments Business Operator: The Kanto Regional Financial Bureau. License No375, Association Memberships: Japan Investment Advisers Association, the Investment Trusts Association, 
Japan, Japan Securities Dealers Association, Type II Financial Instruments Firms Association.) For Professional Investors only (Professional Investor is defined in Financial Instruments and 
Exchange Act). In Australia, issued by BlackRock Investment Management (Australia) Limited ABN 13 006 165 975 AFSL 230 523 (BIMAL). The material provides general information only 
and does not take into account your individual objectives, financial situation, needs or circumstances. In China, this material may not be distributed to individuals resident in the People’s 
Republic of China (“PRC”, for such purposes, excluding Hong Kong, Macau and Taiwan) or entities registered in the PRC unless such parties have received all the required PRC government 
approvals to participate in any investment or receive any investment advisory or investment management services. For Other APAC Countries, this material is issued for Institutional Investors 
only (or professional/sophisticated /qualified investors, as such term may apply in local jurisdictions) and does not constitute investment advice or an offer or solicitation to purchase or sell in 
any securities, BlackRock funds or any investment strategy nor shall any securities be offered or sold to any person in any jurisdiction in which an offer, solicitation, purchase or sale would be 
unlawful under the securities laws of such jurisdiction. In Latin America,, for institutional investors and financial intermediaries only (not for public distribution). No securities regulator within 
Latin America has confirmed the accuracy of any information contained herein. The provision of investment management and investment advisory services is a regulated activity in Mexico 
thus is subject to strict rules. For more information on the Investment Advisory Services offered by BlackRock Mexico please refer to the Investment Services Guide available at 
http://www.blackrock.com/mx.

© 2020 BlackRock Inc. All Rights reserved. BlackRock is a trademark of BlackRock, Inc., or its subsidiaries in the United States and elsewhere. All other trademarks are those of their respective 
owners.
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