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• In our 2025 edition of Invesco Capital Market Assumptions, we aim to address
one of the largest challenges for investors globally: How to approach US equities
within a multi-asset portfolio.

• Our current estimate of US equity large capitalization expected returns is now
below 5% nominal (4.7% USD) and 3% (2.6%) in real terms, the lowest estimate we
have released since we began writing these reports in 2017 and the lowest in our
model’s backtest since January 2004 (4.6%).

• We posit that the major themes affecting US equity markets are an issue not only
for US investors, but for global investors alike and we provide a few ideas on how
to diversify US large-cap equity exposures within long-term asset allocations.

• Our CMA scoring aligns closely with our latest tactical positioning in a
contraction regime, both at the portfolio risk level and when comparing equities
to fixed income. From a tactical perspective, we are closely monitoring the
possibility of a positive growth shock following the US election, at least for
US assets, and will see if our measure of global risk appetite accelerates over
the coming months to determine, through our rules-based process, whether a
sustainable shift to rising market sentiment is taking place.

Figure 1: Expectations relative to historical average (JPY)

Fixed income 10-year CMA     Equities 10-year CMA      
Alternatives 10-year CMA           Historical 10-year return
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Source: Invesco, estimates as of September 30, 2024. Proxies listed in Figure 8. These estimates are  
forward-looking, are not guarantees, and they involve risks, uncertainties, and assumptions. Please see page 11 
for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the views 
of other investment teams at Invesco may differ from those presented here.

Invesco Solutions provides forecasts for 170+ assets in over 20 currencies, 
including 10 private assets. For additional CMA data, views, or analysis, 
please reach out to your Invesco representative.
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Strategic perspective
In our 2025 edition of the Invesco Capital Market Assumptions, we aim to address 
one of the largest challenges for investors globally: How to approach US equities 
within a multi-asset portfolio. Equity markets in the US have reached new heights 
at the time of this publication, with the S&P 500 crossing the 6,000 milestone 
in the week of the 2024 US election. With the election in the rearview and the 
only open question is how large the Republican party’s majority will be in the 
House of Representatives, equities (primarily US equities and digital assets1) have 
continued to rally dramatically (27% and 95% to date, respectively, with bitcoin 
fast approaching $100,000 per coin) along with medium-term interest rates (the 
10-year yield has climbed to 4.4% from a 15-month low of 3.6% in mid-September).
Maybe it was the overhanging uncertainty approaching the election dissipating
or hopes of favorable tax, regulatory, and fiscal policies. Nonetheless, many
of the themes we have written about over the past few quarters, like elevated
concentration levels (1Q24), equity valuations (2Q24), and the possibility of a soft
landing (3Q24), are all still intact.

Our current estimate of US equity large capitalization expected returns is now 
below 5% nominal (4.7% USD) and 3% (2.6%) in real terms, the lowest estimate we 
have released since we began writing these reports in 2017 and the lowest in our 
model’s backtest since January 2004 (4.6%). This reading should be no surprise to 
those who are familiar with our methodology, which has a large negative valuation 
building block component, and is currently a large (-1.9% annualized) expected 
headwind due to a P/E of 23.5x, high interest rates, and high inflation. Using the 
Fed model to estimate the equity risk premium by subtracting the trailing 12-month 
earnings yield of US equities, which is the inverse of the P/E ratio, by the 10-year 
Treasury yield,2 confirms that equities are overvalued relative to fixed income, as 
the signal has turned negative for the first time since 2002, meaning investors are 
theoretically compensated less per dollar of earnings from equities than coupons 
per dollar of fixed income. Not only is the US overvalued on a standalone basis, 
but it is also roughly 65% of the $75T global equity market,3 making passive global 
investors significantly exposed to a single, highly overvalued country that is 
simultaneously highly concentrated in just a few individual stocks in the technology 
and consumer discretionary sectors. The weight of US equities in the global index 
contrasts starkly with the level of US contribution to global gross domestic product, 
a much smaller 26%. Japan, the second-largest country weight, is only 5% of the 
global index, 1/13th the relative size of the US. After the US is removed from global 
equity markets, the global ex-US weight in the technology sector decreases from 
25% to a more reasonable 13%, making it the third-largest sector instead of the first. 

Now that we have established these themes are an issue not only for US investors, 
but for global investors alike, we hope to provide a few ideas on how to diversify US 
large-cap equity exposures within long-term asset allocations:

1. 	�Fixed income: As discussed within the Fed model, fixed income is now
more attractive than equities from a simple valuation measure. From a CMA
perspective, aggregate US fixed income is only expected to return slightly less
than US large-cap equities over the next decade. When risk adjusted, which is
useful when making relative portfolio decisions, fixed income is significantly
more attractive. Yields have proven to be a very strong predictor of future
returns,4 and a 4+ % yield for government bonds not only bests inflation
expectations but adds a layer of diversification within portfolios as a ballast
due to low expected risk and correlations to risk assets. Assuming interest rates
are not going to climb much higher this business cycle, fixed income can be
an excellent diversifier to equities, especially in times of crisis. While we are
not predicting a recession, the hedge that longer-duration fixed income can
provide within recessionary conditions is incredibly valuable for a multi-asset
portfolio. If we do indeed manage to avoid a recession, as is our base case, risky
credit assets, such as high yield and broadly syndicated loans, are particularly
attractive given their high levels of total income, despite tight credit spreads
and accounting for average levels of credit losses. It may be time to consider
increasing fixed income exposures at the expense of US large-cap equities.
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1.	� Source: Bloomberg L.P., as of Nov. 16, 2024. 
US equities and digital assets represented 
by the S&P 500 Index and Bloomberg 
Galaxy Digital Assets Index, respectively.

2.	� Source: Shiller, as of Oct. 31, 2024. The 
Fed model is a highly debated measure of 
determining equity valuations (see Asness, 
“Fight the Fed Model”, JPM 2003) and has 
struggled to predict forward equity returns.

3.	� Source: MSCI ACWI as of Oct. 31, 2024.

4.	� Source: Invesco CMA methodology, 2021.



4

2.	� Equities: We empathize that diversifying outside of US large-cap equities is 
particularly tricky in today’s market as it has been one of the few bright spots 
within equity markets globally since the global financial crisis of 2008. As 
we tend to preach in the CMAs, past performance does not guarantee future 
results. Said another way, your forward returns are not necessarily based 
on historical returns. However, we do use history as a guide to attempt to 
understand the drivers of expected return, which we showcase in our building 
block methodology. Global equities outside of the US are more attractive on 
a forward basis than within the US due to higher expected dividend yields, 
significantly lower valuations (despite being slightly overvalued themselves 
based on current high levels of interest rates and inflation), and the potential 
for a currency tailwind from an overvalued US dollar. When gauging relative 
opportunities outside of the US, emerging markets (EM) stand out due to a 
compelling expected earnings growth rate and a slightly positive tailwind from 
valuations. Within the US, small-cap equities are more attractive than their larger 
counterparts as they have higher expected earnings growth rates and are near 
fair value.

3.	� Alternatives: Global REITs, infrastructure, hedge funds, and commodities are 
all attractive relative to traditional assets as they are all expected to outperform 
US equities on a forward basis. Relative to public equities, listed real assets are 
still recovering following the increase in interest rates and have a more attractive 
valuations building block component. Further, they provide impressive dividend 
yields and are valuable diversifiers with low correlations to both equities and 
fixed income. From a risk-adjusted perspective, all major alternative assets that 
we cover have expected return-to-risk ratios near double that of US equities, with 
global infrastructure (0.7) and hedge funds (0.8) standing out.

Figure 2: Comparing historical and expected risk and return for a moderate 60/40 
portfolio (JPY)
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Source: Invesco, estimates as of September 30, 2024. Proxies listed in Figure 8. These estimates are  
forward-looking, are not guarantees, and they involve risks, uncertainties, and assumptions. Please see page 11 
for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the views 
of other investment teams at Invesco may differ from those presented here. The 60/40 Portfolio is a blend of 
60% S&P 500 Index and 40% Bloomberg US Aggregate Index.

4Q24 CMA observations (10Y, USD)

Equities: Our CMA return for global equities is 5.4%, slightly higher than that of 
US equities and dragged down due to the large overweight in the index towards 
overvalued US large-cap equities. Quarter over quarter, all major equity CMAs 
have declined mostly due to higher valuations (-0.5% globally) outside of Japan, 
whose fundamentals (as measured by the price-to-book ratio) have returned to their 
long-term average. The change in the valuation component of China, in particular, 
stands out at -1.9%, with the price of the index rising considerably this past quarter 
in hopes of a yet-to-be-delivered stimulus package.
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Fixed income: CMA returns for fixed income have dropped as well over the quarter, 
with current yields falling below their expected future yields, creating a negative 
valuation change as yields shift upward as they mature. Global aggregate bonds 
are expected to return 4.5% over the next decade, around 0.6% less than last 
quarter and 1% less than we anticipated last year. Credit assets are still expected to 
outperform government bonds, with broadly syndicated loans and high yield, both 
expected to return 5.7%, 0.7% less than last quarter.

CMA signals relative to tactical asset allocation (TAA) positioning

Our CMA scoring aligns closely with our latest tactical positioning in a contraction 
regime, both at the portfolio risk level and when comparing equities to fixed 
income. From a tactical perspective, we are closely monitoring the possibility of 
a positive growth shock following the US election, at least for US assets, and will 
see if our measure of global risk appetite accelerates over the coming months 
to determine, through our rules-based process, whether a sustainable shift to 
rising market sentiment is taking place. Presently, however, both time horizons 
recommend taking below-average levels of risk, with a preference for sourcing that 
risk from fixed income rather than equities. This is intuitive, as the relative expected 
return of fixed income compared to equities is elevated. Further, the possibility of 
downside risks to the economy and markets is heightened in a contraction regime.

The first major divergence between the two time horizons appears when comparing 
US equities to developed markets outside the US. US equities, despite their high 
valuations — which pose a longer-term headwind for CMAs — benefit from a large 
concentration of defensive, high-quality companies. These companies tend to 
perform well during a tactical contraction as they are less tied to the business cycle.

This logic extends to comparisons between developed market (DM) and emerging 
market (EM) equities, as well as large-cap versus small-cap equities. Long-duration 
government bonds offer the greatest potential risk mitigation in a tactical contraction 
due to their defensive properties and inverse correlation to equities as long interest 
rates fall, leading to a tactical maximum overweight position.

Figure 3: Relative tactical asset allocation (TAA) positioning (Nov. 2024) and CMA scoring 
(Q4 2024) 

Neutral
Max

O/W – U/W
Max

U/W – O/W

Fixed income Equities

Portfolio risk
below average

Portfolio risk 
above average

US equities DM ex-US equities

DM equities EM equities

Large-cap equities Small-cap equities

Government Credit

Quality credit Risky credit

Short duration Long duration

 TAA positioning           CMA scoring

Source: Invesco Solutions, Oct. 31, 2024. DM = developed markets. EM = emerging markets. For illustrative 
purposes only. Portfolios mentioned are hypothetical models. Benchmark is a global, moderate-risk portfolio 
consisting of 60% global equities (MSCI ACWI) and 40% global bonds (BBG global agg).

There are many considerations 
for investors beyond CMAs when 
it comes to asset allocation 
decisions. To learn more about 
our investment process or discuss 
your own portfolio needs, please 
reach out to your Invesco Solutions 
representative.

To aid investors in identifying the 
relative risks between our near-
term tactical asset allocation and 
our longer-term CMAs, we have 
added a new Figure 3, which plots 
the positioning of the two distinct 
time horizons for common asset 
class pairs. These relative CMA 
signals are calculated by taking the 
Z-score of the return spread between 
the CMA pairs, showcasing the 
relative attractiveness of the signal 
compared to history and are aimed 
to be used as a guide for making 
relative asset class level decisions for 
a portfolio over a year time horizon. 
We utilize a separate methodology 
for tactical asset allocation, driven 
by our macro process, which 
makes allocation decisions over a 
time horizon between six months 
and three years, on average.1 Our 
tactical asset allocation positioning 
is updated monthly, while our CMA 
signals are updated quarterly.2

1.	� To learn more about our tactical asset 
allocation process, please refer to our 
series of white papers, “Dynamic Asset 
Allocation through the Business Cycle” (de 
Longis, 2019) and “Market Sentiment and the 
Business Cycle” (de Longis and Ellis, 2019).

2.	� For the most recent TAA positioning, 
please refer to our monthly tactical asset 
allocation blog.
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Figure 4: 10-year asset class expectations (JPY)
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forward-looking, are not guarantees, and they involve risks, uncertainties, and assumptions. Please see page 
11 for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the 
views of other investment teams at Invesco may differ from those presented here. Past performance is not a 
guarantee of future results.

Figure 5: CMA difference: 5-year minus 10-year assumptions (JPY)

  Fixed income           Equities           Alternatives
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Source: Invesco, estimates as of September 30, 2024. Proxies listed in Figure 8. These estimates are  
forward-looking, are not guarantees, and they involve risks, uncertainties, and assumptions. Please see page 
11 for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the 
views of other investment teams at Invesco may differ from those presented here. Past performance is not a 
guarantee of future results.
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Figure 6a: Equity CMA building block contribution (JPY) (%)
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Figure 6b: Equity CMA building block quarter-over-quarter change and contribution (JPY) (%)
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Figure 6c: Equity CMA building block year-over-year change and contribution (JPY) (%)
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Figure 7a: Fixed CMA building block contribution (JPY) (%)
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Figure 7b: Fixed CMA building block quarter-over-quarter change and contribution (JPY) (%)
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0.4

QoQ
change
(%)

Average 
yield

Roll 
return

Valuation change  
(yield curve)

Valuation 
change (OAS)

Credit 
loss

Currency 
Adj. (IRP)

US tsy -0.47 0.13 -0.41 0.00 0.00 0.38

US HY corps -0.54 0.11 -0.26 -0.05 0.00 0.38

Japan agg 0.18 -0.09 -0.54 0.00 0.00 0.00

Japan corp 0.13 -0.06 -0.15 -0.02 0.02 0.00

Japan tsy 0.24 0.10 -0.71 0.00 0.00 0.00

Eurozone agg -0.15 0.19 -0.55 -0.04 0.02 0.15

Eurozone HY -0.14 0.06 -0.28 -0.02 0.00 0.15

EM agg sov -0.47 0.27 -0.54 -0.23 0.00 0.38

EM agg corp -0.40 0.08 -0.37 0.02 -0.03 0.38

EM local debt -0.55 -0.02 0.06 0.00 0.00 0.85

Figure 7c: Fixed CMA building block year-over-year change and contribution (JPY) (%)
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change
(%)

Average 
yield

Roll 
return

Valuation change  
(yield curve)

Valuation 
change (OAS)

Credit 
loss

Currency 
Adj. (IRP)

US tsy -0.38 0.06 -0.84 0.00 0.00 0.88

US HY corps -0.75 0.12 -0.54 -0.18 0.01 0.88

Japan agg 0.92 0.08 -1.36 -0.01 0.00 0.00

Japan corp 0.73 -0.25 -0.51 -0.06 0.04 0.00

Japan tsy 0.95 0.08 -1.36 0.00 0.00 0.00

Eurozone agg -0.22 0.13 -0.87 -0.10 0.07 0.79

Eurozone HY -0.39 0.09 -0.47 -0.28 -0.04 0.79

EM agg sov -0.67 0.35 -1.01 -0.58 0.00 0.88

EM agg corp -0.91 0.10 -0.71 -0.47 0.36 0.88

EM local debt -0.35 -0.18 -0.29 0.00 0.00 1.41

Source: Invesco, estimates as of September 30, 2024. Proxies listed in Figure 8. These estimates are forward-looking, are not guarantees, and they involve risks, 
uncertainties, and assumptions. Please see page 11 for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the views of 
other investment teams at Invesco may differ from those presented here. Past performance is not a guarantee of future results.



9

Figure 8: 10-year asset class expected returns, risk, and return risk (JPY)

Asset class Index

Expected 
geometric 
return  
%

Expected 
arithmetic 
return  
%

Total  
yield 
%

Expected 
risk  
%

Arithmetic 
return 
to risk 
ratio

Fi
xe

d 
in

co
m

e

US tsy short BBG US tsy short 0.4 1.1 1.6 12.3 0.09
US tsy IM BBG US tsy IM 1.0 1.6 0.7 11.3 0.14
US tsy long BBG US tsy long 1.1 2.0 1.2 13.9 0.15
US TIPS BBG US TIPS 1.4 2.1 0.9 12.0 0.17
US brd synd loans CSFB leverage loan 2.8 3.9 4.8 15.3 0.25
US agg BBG US agg 1.6 2.2 1.3 11.7 0.19
US IG corp BBG US IG 1.8 2.5 1.8 12.4 0.21
US MBS BBG US MBS 2.0 2.7 1.6 12.1 0.22
US preferred stocks BOA ML fixed rate pref securities 1.6 2.7 3.1 14.8 0.18
US HY corps BBG US HY 2.8 3.9 4.1 15.4 0.26
UK linker BofA ML UK inflation-linked gilt 1.8 2.7 1.1 13.6 0.20
UK gilts BBG sterling agg gilts 1.4 2.0 1.0 11.2 0.18
UK corp BBG sterling agg non-gilts corp 2.0 3.1 2.2 15.2 0.21
Global agg BBG global agg 1.5 2.0 1.2 9.7 0.21
Global agg ex-US BBG global agg ex-US 1.6 2.0 1.2 9.1 0.22
Global tsy BBG global tsy 1.6 1.9 1.0 8.1 0.23
Global sov BBG global sov 1.6 2.4 1.7 12.5 0.19
Global corp BBG global corp 1.8 2.6 1.9 12.9 0.20
Global IG BBG global corp IG 1.9 2.8 1.9 13.9 0.20
Eurozone corp BBG euro agg credit corp 1.8 2.9 2.0 14.6 0.20
Eurozone tsy BBG euro agg gov tsy 1.8 2.5 1.4 12.4 0.20
Asian dollar IG BOA ML AC IG 1.7 2.7 1.8 14.2 0.19
EM agg BBG EM agg 2.7 4.1 3.4 17.2 0.24
EM agg sov BBG EM sov 2.9 4.1 3.6 16.1 0.25
China policy bk & tsy BBG China PB tsy TR 1.3 2.1 0.6 13.0 0.16
China RMB credit BBG China corporate  1.3 2.2 1.2 13.6 0.16

Eq
ui

tie
s

Global equity MSCI ACWI 2.5 4.1 -0.1 18.5 0.22
Global ex-US equity MSCI ACWI ex-US 3.7 5.4 1.0 19.0 0.28
US broad market Russell 3000 1.3 3.4 -0.6 21.0 0.16
US large cap S&P 500 1.8 3.7 -0.7 20.4 0.18
US mid cap Russell midcap 2.9 5.2 -0.2 22.7 0.23
US small cap Russell 2000 4.8 7.7 -0.6 25.7 0.30
EAFE equity MSCI EAFE 3.0 4.6 1.6 18.7 0.25
Europe equity MSCI Europe 3.4 5.3 1.5 20.3 0.26
Eurozone equity MSCI euro ex-UK 3.3 5.3 1.8 21.0 0.25
UK large cap FTSE 100 3.2 5.4 0.7 22.0 0.25
UK small cap FTSE small cap UK 6.5 9.7 1.1 27.0 0.36
Canada equity S&P TSX 2.5 4.8 0.7 22.6 0.21
Japan equity MSCI JP 1.7 3.7 2.2 20.6 0.18
EM equity MSCI EM 5.5 8.4 -0.3 25.4 0.33
China small cap CSI 500 6.7 12.4 0.4 37.2 0.33
pacific ex-JP equity MSCI pacific ex-JP 3.4 6.4 1.0 26.0 0.25

A
lte

rn
at

iv
es

US REITs FTSE NAREIT equity 3.1 5.0 0.7 19.8 0.25
Global REITs FTSE EPRA/NAREIT developed 3.3 4.8 1.2 17.8 0.27
HFRI hedge funds HFRI HF 3.7 4.7 - 14.7 0.32
GS commodities S&P GSCI 2.5 5.8 - 27.0 0.21
Agriculture S&P GSCI agriculture 1.2 3.8 - 23.9 0.16
Energy S&P GSCI energy 4.7 11.1 - 39.5 0.28
Industrial metals S&P GSCI industrial metals 0.6 3.5 - 25.2 0.14
Precious metals S&P GSCI precious metals -6.5 -4.7 - 18.6 -0.25

Source: Invesco, estimates as of September 30, 2024. These estimates are forward-looking, are not guarantees, and they involve risks, uncertainties, and assumptions. 
Please see page 11 for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the views of other investment teams at 
Invesco may differ from those presented here. Agg = Aggregate, Infra = Infrastructure, Corp = Corporate, DJ = Dow Jones, HY = High Yield, Muni = Municipals,  
Tsy = Treasury, IM = Intermediate, ML = Merrill Lynch, Sov = Sovereign, EM = Emerging Markets, IG = Investment Grade, APAC = Asia Pacific, Gov = Government,  
MBS = Mortgage-Backed Securities, TIPS = Treasury Inflation-Protected Securities.
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Figure 9: 10-year correlations (JPY)

Fixed income Equities Alternatives
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Asset class

Fi
xe

d 
in

co
m

e

US tsy IM 1.00

US TIPS 0.69 1.00

US brd synd loans -0.25 0.27 1.00

US agg 0.88 0.79 0.10 1.00

US IG corp 0.63 0.77 0.43 0.89 1.00

US HY corps 0.08 0.53 0.81 0.43 0.69 1.00

US muni 0.60 0.63 0.29 0.78 0.77 0.51 1.00

US HY muni 0.37 0.56 0.53 0.61 0.68 0.59 0.85 1.00

Global agg 0.73 0.76 0.19 0.86 0.83 0.53 0.68 0.55 1.00

Global agg ex-US 0.61 0.69 0.20 0.74 0.74 0.52 0.59 0.48 0.98 1.00

EM agg 0.35 0.66 0.62 0.65 0.83 0.82 0.65 0.67 0.72 0.68 1.00

China RMB credit 0.32 0.32 0.09 0.40 0.36 0.22 0.33 0.28 0.50 0.51 0.32 1.00

Eq
ui

tie
s

Global equity 0.04 0.43 0.63 0.35 0.57 0.81 0.38 0.45 0.52 0.55 0.72 0.29 1.00

China large cap 0.01 0.15 0.26 0.16 0.27 0.33 0.15 0.21 0.27 0.29 0.36 0.32 0.42 1.00

US large cap 0.03 0.40 0.58 0.32 0.53 0.76 0.35 0.41 0.45 0.46 0.63 0.23 0.97 0.34 1.00

US mid cap -0.01 0.39 0.66 0.32 0.55 0.82 0.37 0.44 0.44 0.46 0.67 0.24 0.94 0.36 0.95 1.00

US small cap -0.05 0.30 0.60 0.25 0.45 0.74 0.28 0.35 0.35 0.37 0.57 0.21 0.86 0.33 0.87 0.95 1.00

EAFE equity 0.05 0.40 0.59 0.35 0.57 0.78 0.39 0.44 0.55 0.59 0.73 0.31 0.96 0.41 0.87 0.87 0.79 1.00

UK large cap -0.04 0.33 0.61 0.25 0.47 0.74 0.31 0.41 0.46 0.51 0.64 0.28 0.89 0.39 0.81 0.81 0.74 0.95 1.00

Canada equity -0.01 0.42 0.66 0.30 0.54 0.78 0.33 0.44 0.48 0.52 0.68 0.27 0.89 0.40 0.83 0.87 0.80 0.86 0.86 1.00

Japan equity 0.09 0.35 0.48 0.34 0.51 0.66 0.35 0.36 0.46 0.47 0.61 0.29 0.81 0.32 0.74 0.73 0.69 0.85 0.73 0.68 1.00

EM equity 0.04 0.38 0.57 0.32 0.53 0.72 0.36 0.45 0.53 0.58 0.74 0.38 0.84 0.58 0.72 0.74 0.67 0.83 0.77 0.80 0.68 1.00

A
lte

rn
at

iv
es Global REITs 0.16 0.52 0.62 0.47 0.65 0.80 0.47 0.54 0.59 0.59 0.75 0.30 0.86 0.31 0.82 0.86 0.78 0.84 0.79 0.80 0.68 0.73 1.00

Global infra 0.18 0.52 0.56 0.46 0.63 0.75 0.48 0.52 0.59 0.60 0.71 0.28 0.83 0.33 0.78 0.80 0.69 0.83 0.80 0.82 0.65 0.71 0.85 1.00

GS commodities -0.30 0.11 0.52 -0.14 0.08 0.45 -0.02 0.20 0.09 0.17 0.31 0.08 0.49 0.16 0.42 0.46 0.42 0.50 0.59 0.61 0.35 0.47 0.37 0.44 1.00

HFRI hedge funds -0.13 0.33 0.72 0.21 0.49 0.78 0.29 0.46 0.39 0.42 0.66 0.26 0.89 0.46 0.83 0.89 0.85 0.86 0.83 0.88 0.72 0.81 0.77 0.73 0.60 1.00

Source: Invesco, estimates as of September 30, 2024. Proxies listed in Figure 8. These estimates are forward-looking, are not guarantees, and they involve risks, 
uncertainties, and assumptions. Please see page 11 for information about our CMA methodology. These estimates reflect the views of Invesco Solutions; the views of 
other investment teams at Invesco may differ from those presented here.
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About our capital market 
assumptions methodology

We employ a fundamentally based 
“building block” approach to 
estimating asset class returns. 
Estimates for income and capital 
gain components of returns for 
each asset class are informed by 
fundamental and historical data. 
Components are then combined 
to establish estimated returns 
(Figure 10). Here, we provide a 
summary of key elements of the 
methodology used to produce 
our long-term (10‑year) estimates. 
Five‑year assumptions are also 
available upon request. Please 
see Invesco’s Capital Market 
Assumptions: Methodology update 
whitepaper for more details.

Figure 10: Our building block approach to estimating returns

  Income      Capital gain      Loss

Equity Fixed income

Expected 
returns Total yield Total yield

+ Valuation change + Valuation change

+ Earnings growth + Roll return

 – Credit loss

For illustrative purposes only.

Fixed income returns are composed of:
•	 Average yield: The average of the starting (initial) yield and the expected yield 

for bonds.

•	 Valuation change (yield curve): Estimated changes in valuation given changes in 
the Treasury yield curve.

•	 Roll return: Reflects the impact on the price of bonds that are held over time. 
Given a positively sloped yield curve, a bond’s price will be positively impacted 
as interest payments remain fixed, but time to maturity decreases. 

•	 Credit adjustment: Estimated potential impact on returns from credit rating 
downgrades and defaults.

Equity returns are composed of:

•	 Dividend yield: Dividend per share divided by price per share.

•	 Buyback yield: Percentage change in shares outstanding resulting from 
companies buying back or issuing shares.

•	 Valuation change: The expected change in value given the current price/earnings 
(P/E) ratio and the assumption of reversion to the long-term average P/E ratio.

•	 Long-term (LT) earnings growth: The estimated rate of the growth of earnings 
based on the long-term average real GDP per capita and inflation.

Currency adjustments are based on the theory of interest rate parity (IRP), which 
suggests a strong relationship between interest rates and the spot and forward 
exchange rates between two given currencies. Interest rate parity theory assumes 
that no arbitrage opportunities exist in foreign exchange markets. It is based on the 
notion that, over the long term, investors will be indifferent between varying rates 
of returns on deposits in different currencies because any excess return on deposits 
will be offset by changes in the relative value of currencies.

For volatility estimates for the different asset classes, we use rolling historical 
quarterly returns of various market benchmarks. Given that benchmarks have 
differing histories within and across asset classes, we normalize the volatility 
estimates of shorter-lived benchmarks to ensure that all series are measured over 
similar time periods.

Correlation estimates are calculated using trailing 20 years of monthly returns. 
Given that recent asset class correlations could have a more meaningful effect 
on future observations, we place greater weight on more recent observations by 
applying a 10-year half-life to the time series in our calculation.

Arithmetic versus geometric returns. Our building block methodology produces 
estimates of geometric (compound) asset class returns. However, standard mean-
variance portfolio optimization requires return inputs to be provided in arithmetic 
rather than in geometric terms. This is because the arithmetic mean of a weighted 
sum (e.g., a portfolio) is the weighted sum of the arithmetic means (of portfolio 
constituents). This does not hold for geometric returns. Accordingly, we translate 
geometric estimates into arithmetic terms. We provide both arithmetic returns 
and geometric returns, given that the former informs the optimization process 
regarding expected outcomes, while the latter informs the investor about the rate 
at which asset classes might be expected to grow wealth over the long run.
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Contributors

Invesco 
Solutions

Invesco Solutions is an experienced multi-asset team that seeks to deliver desired 
client outcomes using Invesco’s global capabilities, scale and infrastructure. We 
partner with you to fully understand your goals and harness strategies across 
Invesco’s global spectrum of active, passive, factor, and alternative investments 
that address your unique needs. From robust research and analysis to bespoke 
investment solutions, our team brings insight and innovation to your portfolio 
construction process. Our approach starts with a complete understanding of 
your needs:

•	 We help support better investment outcomes by delivering insightful and 
thorough analytics.

•	 By putting analytics into practice, we develop investment approaches specific to 
your needs.

•	 We work as an extension of your team to engage across functions and implement 
solutions.

Assisting clients in North America, Europe, and Asia, Invesco’s Solutions team 
consists of over 75 professionals with 20+ years of experience across the leadership 
team. The team benefits from Invesco’s on-the-ground presence in 25 countries 
worldwide, with over 150 professionals to support investment selection and 
ongoing monitoring.

Alessio de Longis 
CFA® 
Senior Portfolio Manager,  
Head of Investments,  
Invesco Solutions

Jeff Bennett 
CFA® 
Head of Manager Selection, 
Invesco Solutions

Chang Hwan Sung 
PhD, CFA®, FRM 
Portfolio Manager,  
Solutions Research, APAC

Meirambek Idrissov 
Senior Analyst,  
Investment Research, 
Invesco Solutions

Debbie Li 
CFA® 
Senior Analyst 
Invesco Solutions

Jared Greenberg 
Analyst,  
Investment Research, 
Invesco Solutions

Joseph Hubner 
Research Analyst,  
Investment Research, 
Invesco Solutions

Drew Thornton  
CFA®  
Head of Solutions  
Thought Leadership
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of 
exchange rate fluctuations), and investors may not get back the full amount invested. 

Invesco Solutions develops CMAs that provide long-term estimates for the behavior 
of major asset classes globally. The team is dedicated to designing outcome-oriented, 
multi-asset portfolios that meet the specific goals of investors. The assumptions, 
which are based on 5- and 10-year investment time horizons, are intended to guide 
these strategic asset class allocations. For each selected asset class, we develop 
assumptions for estimated return, estimated standard deviation of return (volatility), 
and estimated correlation with other asset classes. This information is not intended 
as a recommendation to invest in a specific asset class or strategy, or as a promise of 
future performance. Estimated returns are subject to uncertainty and error, and can be 
conditional on economic scenarios. In the event a particular scenario comes to pass, 
actual returns could be significantly higher or lower than these estimates.

Important information

This document is intended for Professional Clients in Continental Europe (as 
defined below); for Professional Clients in Dubai, Ireland, the Isle of Man Jersey 
and Guernsey, and the UK; for Professional Clients, Financial Advisers, Qualified 
Clients/Sophisticated as defined in the important information at the end); for 
Sophisticated or Professional Investors in Australia; for Institutional Investors 
in the United States; in Canada, this document is restricted to investors who are 
(i) Accredited Investors as such term is defined in National Instrument 45-106, and 
(ii) Permitted Clients as such term is defined in National Instrument 31-103.; for 
Qualified Institutional Investors in Japan; for certain specific Institutional Investors 
in Malaysia upon request, in New Zealand for wholesale investors (as defined in 
the Financial Markets Conduct Act); for Professional Investors in Hong Kong, for 
Institutional Investors and/or Accredited Investors in Singapore, for certain specific 
sovereign wealth funds and/or Qualified Domestic Institutional Investors approved 
by local regulators only in the People’s Republic of China, for certain specific 
Qualified Institutions and/or Sophisticated Investors only in Taiwan, for Qualified 
Professional Investors in Korea, for certain specific Institutional Investors in Brunei, 
for Qualified Institutional Investors and/or certain specific Institutional Investors in 
Thailand, for certain specific Institutional Investors in Indonesia and for qualified 
buyers in the Philippines for informational purposes only. It is not intended for and 
should not be distributed to or relied upon by the public or retail investors.

For the distribution of this document, Continental Europe is defined as Austria, 
Belgium, Denmark, Finland, France, Germany, Greece, Italy, Liechtenstein, 
Luxembourg, Netherlands, Norway, Portugal, Spain, Sweden and Switzerland. This 
does not constitute a recommendation of any investment strategy or product for a 
particular investor. Investors should consult a financial professional before making 
any investment decisions.

By accepting this document, you consent to communicate with us in English, unless 
you inform us otherwise. This overview contains general information only and does 
not take into account individual objectives, taxation position or financial needs. Nor 
does this constitute a recommendation of the suitability of any investment strategy 
for a particular investor. It is not an offer to buy or sell or a solicitation of an offer to 
buy or sell any security or instrument or to participate in any trading strategy to any 
person in any jurisdiction in which such an offer or solicitation is not authorized or 
to any person to whom it would be unlawful to market such an offer or solicitation. 
It does not form part of any prospectus. All material presented is compiled from 
sources believed to be reliable and current, but accuracy cannot be guaranteed. 
As with all investments, there are associated inherent risks. Please obtain and 
review all financial material carefully before investing. Asset management services 
are provided by Invesco in accordance with appropriate local legislation and 
regulations. The opinions expressed are those of the Invesco Solutions team and 
may differ from the opinions of other Invesco investment professionals. Opinions 
are based upon current market conditions, and are subject to change without 
notice. Past performance is not a guarantee of future results. Diversification and 
asset allocation do not guarantee a profit or eliminate the risk of loss.
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Unless otherwise stated, all information is sourced from Invesco, in USD and as of  
September 30, 2024.

Further information is available using the contact details shown on the overleaf.

This document is issued in:

•	 Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 
333 Collins Street, Melbourne, Victoria, 3000, Australia, which holds an 
Australian Financial Services Licence number 239916.

•	 Canada by Invesco Canada Ltd., 16 York Street, Suite 1200, Toronto, Ontario, 
M5J 0E6.

•	 Issued in Belgium, Denmark, Finland, France, Greece, Ireland, Italy, 
Liechtenstein, Luxembourg, Norway, Portugal, Spain and Sweden by 
Invesco Management S.A., President Building, 37A Avenue JF Kennedy, L-1855 
Luxembourg, regulated by the Commission de Surveillance du Secteur Financier, 
Luxembourg.

•	 �Dubai by Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O. 
Box 506599, Al Mustaqbal Street, DIFC, Dubai, United Arab Emirates. Regulated 
by the Dubai Financial Services Authority.

•	 �Austria and Germany by Invesco Asset Management Deutschland GmbH,  
An der Welle 5, 60322 Frankfurt am Main, Germany.

•	 Hong Kong by Invesco Hong Kong Limited 景順投資 管理有限公司, 45/F, 
Jardine House, 1 Connaught Place, Central, Hong Kong.

•	 �Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori 
Tower 14F, 6–10–1 Roppongi, Minato-ku, Tokyo 106–6114; Registration Number: 
The Director-General of Kanto Local Finance Bureau (Kinsho) 306; Member of 
the Investment Trusts Association, Japan and the Japan Investment Advisers 
Association.

•	 �New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 
333 Collins Street, Melbourne, Victoria, 3000, Australia, which holds an 
Australian Financial Services Licence number 239916.

•	 �Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place,  
#18–01 Republic Plaza, Singapore 048619.

•	 Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, CH-8001 
Zurich, Switzerland.

•	 Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, 
Taiwan (0800–045–066). Invesco Taiwan Limited is operated and managed 
independently.

•	 Israel, the Isle of Man, Jersey, Guernsey and the United Kingdom by Invesco 
Asset Management Limited which is authorised and regulated by the Financial 
Conduct Authority. Invesco Asset Management Ltd, Perpetual Park, Perpetual 
Park Drive, Henley-on-Thames, RG9 1HH, UK. 

•	 The United States of America by Invesco Advisers, Inc., 1331 Spring Street NW, 
Suite 2500, Atlanta, GA 30309.
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Telephone calls may be recorded
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書類でも金融商品取引契約の締結の勧誘資料でもありません。当資料は信頼できる情報に基づいて作成されたものですが、その情報の確実

性あるいは完結性を表明するものではありません。また過去の運用実績は、将来の運用成果を保証するものではありません。当資料に記載さ

れた一般的な経済、市場に関する情報およびそれらの見解や予測は、いかなる金融商品への投資の助言や推奨の提供を意図するものでも

なく、また将来の動向を保証あるいは示唆するものではありません。また、当資料に示す見解は、インベスコの他の運用チームの見解と異なる場

合があります。本文で詳述した当資料の分析は、一定の仮定に基づくものであり、その結果の確実性を表明するものではありません。分析の際

の仮定は変更されることもあり、それに伴い当初の分析の結果と重要な差異が生じる可能性もあります。当資料について事前の許可なく複製、

引用、転載、転送を行うことを禁じます。

インベスコ・アセット・マネジメント株式会社

金融商品取引業者 関東財務局長（金商）第306号

加入協会 一般社団法人投資信託協会
一般社団法人日本投資顧問業協会

当資料ご利用上のご注意

受託資産の運用にはリスクが伴い、場合によっては元本に損失が生じる可能性があります。各受託資産へご投資された場合、各受託資産は

価格変動を伴う有価証券に投資するため、投資リスク（株価の変動リスク、株価指数先物の価格変動リスク、公社債にかかるリスク、債券先

物の価格変動リスク、コモディティにかかるリスク、信用リスク、デフォルト・リスク、流動性リスク、カントリー・リスク、為替変動リスク、中小型株式へ

の投資リスク、デリバティブ｟金融派生商品｠に関するリスク等）による損失が生じるおそれがあります。ご投資の際には、各受託資産の契約

締結前書面、信託約款、商品説明書、目論見書等を必ずご確認下さい。

投資一任契約に関しては、次の事項にご留意ください。【投資一任契約に係る報酬】直接投資の場合の投資一任契約に係る報酬は契約

資産額に対して年率0.88％（税込）を上限とする料率を乗じた金額、投資先ファンドを組み入れる場合の投資一任契約に係る報酬は契

約資産額に対して年率0.605％（税込）を上限とする料率を乗じた金額が契約期間に応じてそれぞれかかります。また、投資先外国籍ファ

ンドの運用報酬については契約資産額に対して年率1.30%を上限とする料率を乗じた金額が契約期間に応じてかかります。一部の受託資

産では投資一任契約に加えて成功報酬がかかる場合があります。成功報酬については、運用戦略および運用状況などによって変動するもの

であり、事前に料率、上限額などを表示することができません。 【特定(金銭)信託の管理報酬】 当該信託口座の受託銀行である信託銀行

に管理報酬をお支払いいただく必要があります。具体的料率については信託銀行にご確認下さい。【組入有価証券の売買時に発生する売買

委託手数料等】 当該費用については、運用状況や取引量等により変動するものであり、事前に具体的な料率、金額、上限または計算方法

等を示すことができません。【費用合計額】上記の費用の合計額については、運用状況などによって変動するものであり、事前に料率、上限額

などを表示することができません。

受託資産の運用に係るリスクについて

受託資産の運用に係る費用等について
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