
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

RELEASED IN Q3 2024 

Long-Term Capital 
 Market Assumptions 
  – Highlights 

This is not an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, 
strategy, investment product or services nor does this constitute investment advice or recommendation. 

The information set out in the document is our latest capital market assumptions. The information is 
based on our capital market model and is hypothetical and provided for illustrative purposes only. There 
is no indication that the actual return can likely be achieved. Model performance results have certain 

inherent limitations. The result does not reflect the results of investing in actual accounts or the material 

economic and market factors that could impact an investment manager's decision-making process. 
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Assumptions as at 30 June 2024 (in USD) 

 

* Hedge to USD   = Expect higher from previous quarter   = Expect lower from previous quarter 

 

 
 

Source: Allianz Global Investors. Data as at 30 June 2024 and in USD terms. Please note that the table above covers the major 

asset classes from a USD investor perspective, in which equity returns remain unhedged in USD, while all fixed income and 

alternative asset classes are either in USD terms or hedged to USD. The risk-return parameters assume an investment horizon of 

10 years. Past performance, or any prediction, projection or forecast, is not indicative of future performance. Any securities 

mentioned (above) is for illustrative purposes only. It should not be considered as an investment advice, or a recommendation to 

buy or sell any particular security or strategy.  

Segment Asset Class

10-year 

Expected 

Return p.a.

10-year 

Expected 

Volatility p.a.

CORRELATION

Developed World Equities 

 -1 <---------- 0 ----------> +1

US Government Bonds 4.7%  0.1% 6.6% 0.0% 0.00

Euro Government Bonds* 4.7%  0.4% 7.1% 0.0% 0.09

Global Government Bonds* 4.7%  0.3% 5.0%  0.1% 0.03

US Corporates IG Bonds 5.7%  0.3% 8.1%  -0.1% 0.24

Euro Corporates IG Bonds* 5.4%  0.3% 6.2% 0.0% 0.28

Global Corporates IG Bonds* 5.6%  0.3% 7.0% 0.0% 0.26

US High Yield Bonds 6.1%  0.1% 11.6%  0.7% 0.63

Euro High Yield Bonds* 5.9%  0.2% 14.0%  0.5% 0.62

Global High Yield Bonds* 6.1%  0.1% 11.8%  0.7% 0.65

Asian Aggregate Bonds 5.9%  0.1% 7.4%  0.6% 0.40

Asian High Yield Bonds 7.1%  -0.1% 12.9%  0.6% 0.60

EM Government Bonds (HC) 6.1%  0.2% 10.6%  0.6% 0.56

Developed World Equities 6.9%  0.1% 17.9%  1.2% 1.00

North America Equities 6.3%  0.1% 16.8%  0.7% 0.99

Europe Equities 9.2%  0.6% 21.9%  1.9% 0.97

Asia Pacific ex Japan Equities 7.0% 0.0% 22.9%  1.4% 0.89

China (on-shore) Equities 9.1%  0.3% 32.5%  1.6% 0.55

China (off-shore) Equities 8.1%  -0.3% 29.1%  1.5% 0.74

Hong Kong Equities 6.7%  0.2% 22.4%  0.7% 0.80

Japan Equities 7.7% 0.0% 19.1%  1.6% 0.82

Korea Equities 7.3%  -0.3% 27.6%  -0.3% 0.84

Singapore Equities 6.7%  0.2% 23.2%  0.9% 0.85

Taiwan Equities 7.7%  -1.1% 25.0%  0.3% 0.79

Thailand Equities 6.8%  -0.2% 26.7%  0.3% 0.74

Emerging Markets Equities 7.4%  -0.2% 24.8%  1.6% 0.89

Commodities 6.5%  0.1% 18.5%  1.1% 0.52

Private Equity 11.1%  0.2% 23.1%  2.1% 0.81

Listed Private Equity 8.7%  0.3% 31.4%  2.2% 0.94

Real Estate 5.4%  0.1% 11.9%  -0.1% 0.66

Listed Real Estate 6.8%  0.2% 21.2%  1.3% 0.89

Hedge Funds 6.7%  0.1% 8.0%  0.8% 0.84

Listed Infrastructure Equity 5.9%  0.1% 15.1%  0.7% 0.91

Versus 

Previous 

Quarter

Versus 

Previous 

Quarter

Fixed Income

Equities

Alternatives
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Long-term risk/return plot as at 30 June 2024 (in USD) 

 

 

 
 

Source: Allianz Global Investors. Data as at 30 June 2024 and in USD terms. Please note that the chart above covers the major 

asset classes from a USD investor perspective, in which equity returns remain unhedged in USD, while all fixed income and 

alternative asset classes are either in USD or hedged to USD terms. The risk-return parameters assume an investment horizon of 

10 years. Past performance, or any prediction, projection or forecast, is not indicative of future performance. Any securities 

mentioned (above) is for illustrative purposes only. It should not be considered as an investment advice, or a recommendation to 

buy or sell any particular security or strategy.  

 

 

Appendix: The Capital Market Model 
 

The Capital Market Assumptions (CMA) presented in the previous section are based on the underlying economic and financial 

factors. These factors define the core of our Capital Market Model.1 Each asset class is mapped to certain risk factors, which drive 

its value.  

• For fixed-income assets, the underlying risk factors are used to price the asset class benchmarks and derive their returns for 

different economic scenarios. 

• For equity asset classes, return expectations are derived from income yield, earnings growth and change in valuations as 

underlying return drivers 

• For alternative asset classes, risk premia are added to cash returns in order to derive their return expectations. 

  

 
1 Please note that the model uses assumptions which are coordinated with the AllianzGI Economic & Strategy team but may deviate. 
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Illustration - Systematic Setup for Creating Forward-Looking Stochastic Scenarios for Risk Factors in the Fixed-Income 

Universe as Part of our Capital Market Model 

 

Source: Allianz Global Investors. 

 

Risk factors include inflation (along the term structure), real interest rates (along the term structure), credit spreads (along the 

term structure), foreign exchange rates, and individual alternatives risk factors.  

 

Relevant Economic Factors 

The risk factors are described by a hierarchical structure comprising three cascades.  

• First, “economic factors” include the modelling of the basic economic drivers such as the growth of gross domestic product 

(GDP) and inflation rates. This is performed for different economies such as the US, the Eurozone, Japan, the UK, Canada and 

Switzerland. 

• In the second cascade, “yield curve” is the modelled nominal interest rate term structure, which is the sum of expected 

inflation and real rate term structures. In addition, the corporate spread curves for different corporate ratings (AAA to BBB) 

are modelled in this cascade. These also include the credit spread modelling for investment-grade, high-yield and emerging 

market spreads. The results from the nominal rates and credit spreads constitute the major drivers for returns of fixed-income 

asset classes. 

• The third cascade, “equity and alternatives” includes the equity and alternatives risk factor modelling. These risk factors are 

calibrated to the current market environment, historical risk characteristics based on time series information as well as 

forward-looking normative assumptions. 

 

Normative Assumptions 

The risk factors are modelled as stochastic processes. The mean paths of these processes are set by the Normative Assumptions 

Working Group consisting of global AllianzGI experts based on long-term anchors, academic studies and proprietary research. 

Deviations from long-term anchors are based on forward-looking considerations supported by our research. Long-term 

assumptions are reviewed on a quarterly basis and adjusted when necessary. 

Fixed Income   

Fixed-income benchmarks are valued with their underlying risk factor curves, which are a combination of a risk-free curve and 

spreads for different risks. The model for interest rate curves follows a process with mean reversion to our long-term normative 

assumptions set. 

Equities 

Equity return assumptions are derived from a CAPM-type model, in which the expected return is the risk-free cash yield plus an 

equity risk premium. For developed market equities, we use a risk premium of 4.0% for a broad market portfolio and for emerging 

market equities a risk premium of 5.0%. Sub-index returns are beta-adjusted to reflect their systematic risk differences. To capture 

empirical equity market risk characteristics as realistically as possible, we allow for different market regimes during the scenario 
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generation process by applying Markov switching techniques covering normal and disturbed or stressed market characteristics 

with different (stressed) correlation properties, respectively. On the other hand, we do not use any short-term valuation 

adjustments on a sub-index level. Benchmark indices are not adjusted for single stock characteristics like dilution or international 

exposure. 

Alternatives 

Commodity asset class returns are estimated based on a long-term excess return over cash, which is explained by a combination 

of roll return and spot return. The historically high spot return is adjusted to reflect lower expected inflation rates in historical 

terms. On aggregate, we assume a forward-looking excess return for commodities of 2%, which is lower than the historically 

calculated risk premium. 

Private equity is modelled as an equity process with an additional complexity premium of 3%. We assume an integrated strategy 

with a buyout focus investing over different regions such as the US, Europe and Asia. The complexity premium is pretty much 

constant over time, in line with indications from benchmark providers. 

 

Asset Class Benchmarks 

The table below provides an overview of asset classes and underlying benchmark indices. 

Segment Asset Class Benchmark Index 

Fixed  

Income 

US Government Bonds ICE BofA US Treasury Index LOC 

Euro Government Bonds ICE BofA Euro Government Index USD hedged 

Global Government Bonds 
ICE BofA Developed Markets Sovereign Bond Index LOC  

[ext.] JPM GBI Global Unhedged in LOC 

US Corporates IG Bonds ICE BofA US Corporate Index LOC 

Euro Corporates IG Bonds ICE BofA Euro Corporate Index USD hedged 

Global Corporates IG Bonds ICE BofA Global Corporate Index USD hedged 

US High Yield Bonds ICE BofA US High Yield Constrained Index LOC 

Euro High Yield Bonds ICE BofA Euro High Yield Constrained Index USD hedged 

Global High Yield Bonds ICE BofA Global High Yield Constrained Index USD hedged 

Asian Aggregate Bonds 
J.P. Morgan Asia Credit Composite Total Return Index USD  

[ext.] JP Morgan Chase Asia Bond Investment Grade Total Return 

Asian High Yield Bonds J.P. Morgan Asia Credit Non-Investment Grade Total Return Index USD 

EM Government Bonds (HC) J.P. Morgan Emerging Markets Bonds Index Global Diversified Composite 

Equities 

Developed World Equities MSCI World Net Total Return Index USD 

North America Equities MSCI North America Net Total Return Index USD 

Europe Equities MSCI Europe Net Total Return Index USD 

Asia Pacific ex Japan Equities  MSCI AC Asia Pacific Ex Japan Net Total Return Index USD 

China (on-shore) Equities MSCI China A Onshore Net Return Index USD 

China (off-shore) Equities  MSCI China Net Total Return Index USD 

Hong Kong Equities  MSCI Hong Kong Net Total Return Index USD 

Japan Equities  MSCI Japan Net Total Return Index USD 

Korea Equities  MSCI Emerging Markets Korea Net Total Return Index USD  

Singapore Equities  MSCI Singapore Net Total Return Index USD 

Taiwan Equities  MSCI Emerging Markets Taiwan Net Total Return Index USD 

Thailand Equities  MSCI Emerging Markets Thailand Net Total Return Index USD 

Emerging Markets Equities  MSCI Emerging Net Total Return Index USD  

Alternatives 

Commodities Bloomberg Commodity Total Return Index 

Private Equity 2 - 

Listed Private Equity LPX50 Listed Private Equity Index (TR) [in USD] 

Real Estate 2 - 

Listed Real Estate MSCI Daily TR World Net Real Estate USD 

Hedge Funds HFRI Fund Weighted Composite Index 

Listed Infrastructure Equity MSCI ACWI Infrastructure Net Total Return USD Index 

2 As there is no generally accepted benchmark for Private Equity and Real Estate, internal benchmarks and estimates are used taking into account 

the relevancy, including but not limited to a buyout focus for Private Equity and core properties for Real Estate. 

file:///C:/Users/A702306/AppData/Local/Microsoft/Windows/INetCache/Content.MSO/2A15CCF8.tmp%23RANGE!B33
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Disclaimer 

Simulated, hypothetical and backtested performance is being presented for illustrative purposes only and does not represent actual performance of any 

client account. The simulated, hypothetical and backtested performance should not be relied upon as an indicator of future results. 

 

The investment opportunities described herein do not take into account the specific investment objectives, financial situation, knowledge, experience or 

specific needs of any particular person and are not guaranteed. The views and opinions expressed herein, which are subject to change without notice, are 

those of the issuer companies at the time of publication. The data used is derived from various sources, and assumed to be correct and reliable, but it has 

not been independently verified; its accuracy or completeness is not guaranteed and no liability is assumed for any direct or consequential losses arising 

from its use, unless caused by gross negligence or wilful misconduct. The conditions of any underlying offer or contract that may have been, or will be, made 

or concluded, shall prevail. This communication has not been prepared in accordance with legal requirements designed to ensure the impartiality of 

investment (strategy) recommendations and is not subject to any prohibition on dealing before publication of such recommendations. The duplication, 

publication, or transmission of the contents, irrespective of the form, is not permitted; except for the case of explicit permission by Allianz Global Investors.  

 

The statements contained herein may include statements of future expectations and other forward-looking statements that are based on management's 

current views and assumptions and involve known and unknown risks and uncertainties that could cause actual results, performance or events to differ 

materially from those expressed or implied in such statements. We assume no obligation to update any forward-looking statement. 

 

Back-testings and hypothetical or simulated performance data have many inherent limitations, only some of which are described as follows:(i) They are 

designed with the benefit of hindsight, based on historical data, and do not reflect the impact that certain economic and market factors might have had on 

the decision-making process, if a client’s portfolio had actually been managed. No back-testings, hypothetical or simulated performance can completely 

account for the impact of financial risk in actual performance.(ii) They do not reflect actual transactions and cannot accurately account for the ability to 

withstand losses.(iii) The information is based, in part, on hypothetical assumptions made for modelling purposes that may not be realised in the actual 

management of portfolios. No representation or warranty is made as to the reasonableness of the assumptions made or that all assumptions used in 

achieving the returns have been stated or fully considered. Assumption changes may have a material impact on the model returns presented. The back-

testing of performance differs from actual portfolio performance because the investment strategy may be adjusted at any time, for any reason. Investors 

should not assume that they will experience a performance similar to the back-testings, hypothetical or simulated performance shown. Material differences 

between back-testings, hypothetical or simulated performance results and actual results subsequently achieved by any investment strategy are possible. 

 

Unlike actual performance data, simulations are not based on actual transactions; thus, their significance is subject to inherent limitations. Simulations are 

not able to account for the impact of actual portfolio trading, which may be affected by economic and market factors, such as a lack of liquidity. 

 

Important information  

 

This material is intended for the use of investment consultants and other institutional/professional investors only and is not directed to the public or 

individual retail investors.  

 

This document or information contained or incorporated in this document have been prepared for informational purposes only without regard to the 

investment objectives, financial situation, or means of any particular person or entity. The details are not to be construed as a recommendation or an offer 

or invitation to trade any securities or collective investment schemes nor should any details form the basis of, or be relied upon in connection with, any 

contract or commitment on the part of any person to proceed with any transaction. 

 

Any form of publication, duplication, extraction, transmission and passing on of the contents of this document is impermissible and unauthorised. No 

account has been taken of any person’s investment objectives, financial situation or particular needs when preparing this content of this document.  The 

content of this document does not constitute an offer to buy or sell, or a solicitation or incitement of offer to buy or sell, any particular security, strategy, 

investment product or services nor does this constitute investment advice or recommendation. 

 

The views and opinions expressed in this document or information contained or incorporated in this document, which are subject to change without notice, 

are those of Allianz Global Investors at the time of publication. While we believe that the information is correct at the date of this material, no warranty of 

representation is given to this effect and no responsibility can be accepted by us to any intermediaries or end users for any action taken on the basis of this 

information. Some of the information contained herein including any expression of opinion or forecast has been obtained from or is based on sources 

believed by us to be reliable as at the date it is made, but is not guaranteed and we do not warrant nor do we accept liability as to adequacy, accuracy, 

reliability or completeness of such information.  The information is given on the understanding that any person who acts upon it or otherwise changes his or 

her position in reliance thereon does so entirely at his or her own risk without liability on our part.  There is no guarantee that any investment strategies and 

processes discussed herein will be effective under all market conditions and investors should evaluate their ability to invest for a long-term based on their 

individual risk profile especially during periods of downturn in the market. 

 

Investment involves risks, in particular, risks associated with investment in emerging and less developed markets. Any past performance, prediction, 

projection or forecast is not indicative of future performance.  Investors should not make any assumptions on the future on the basis of performance 

information in this document. The value of an investment and the income from it can fall as well as rise as a result of market and currency fluctuations and 

you may not get back the amount originally invested. 

 

Investing in fixed income instruments (if applicable) may expose investors to various risks, including but not limited to creditworthiness, interest rate, 

liquidity, and restricted flexibility risks. Changes to the economic environment and market conditions may affect these risks, resulting in an adverse effect to 

the value of the investment. During periods of rising nominal interest rates, the values of fixed income instruments (including short positions with respect to 

fixed income instruments) are generally expected to decline. Conversely, during periods of declining interest rates, the values are generally expected to rise. 

Liquidity risk may possibly delay or prevent account withdrawals or redemptions. 
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