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METHODOLOGY FOR CAPITAL MARKET ASSUMPTIONS

• ACG utilizes the Black-Litterman model as the foundation for our long-term (10-year forward)

capital market assumptions (‘CMA’)

o The Black-Litterman model was created by Fischer Black and Robert Litterman of

Goldman Sachs in the early 1990s

o Market return assumptions are derived using Reverse Optimization

▪ Instead of solving for portfolio weights when performing Mean Variance

Optimization, the Black-Litterman approach uses historical volatility, historical asset

class correlation, and current market weights as inputs to solve for expected asset

class returns

• After the quantitative model is run, ACG reviews the asset class assumptions to help ensure

validity and identify outliers

• The building blocks approach is used on top of the Black-Litterman results for any outlying or

esoteric asset classes

• We perform a final quality control by comparing our assumptions vs. other firm’s forecasts

• Please refer to the important disclosures at the end of this presentation



Source: ACG. All projections are 10-year forward-looking estimates

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.
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CONTEXT FOR LONG-TERM ASSUMPTIONS

Source: Horizon Actuarial 2024 Survey of Capital Market Assumptions

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.

• Amongst investment firms that generate long-term market assumptions, expected returns vary 

broadly across asset classes 

• The 25th percentile to 75th percentile is often considered an appropriate range for setting 

actuarial assumptions for future returns

• Long-term assumptions are a useful starting point when thinking about asset allocation, but are 

just one variable for investors to consider 

• Most institutional investors have longer time horizons than 10 or even 20 years

• Risk/return objectives vary widely amongst different investors

• CMA models are often biased by historical market data, while the future is unknowable



CONTEXT FOR LONG-TERM ASSUMPTIONS

Source: Absolute Strategy Research, Bloomberg

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.

• Asset-class specific forecasts remain relatively static through time and can meaningfully 

overestimate/underestimate performance

• In the current cycle thus far, assumptions have been too conservative on US Equities and too 

aggressive on Commodities (see charts below)

• Current assumptions always need context—specific to each investor—which can be subjective

• What asset classes are accessible for investment?

• Where are we in the market cycle?

• What risks are more/less important to my asset allocation (e.g., failure to meet long-term 

return target, short-term loss of capital, inflation, excess volatility, etc.)? 



ACG ASSET CLASS INSIGHTS

Source: ACG

Asset Class Qualitative Observations Long-Term Thesis

Domestic Equity

• Market concentration in Large Cap and specifically the 

Magnificent 7 stocks

• High valuations relative to history and other asset classes

• Equity beta is a key, long-term portfolio component

• Important to continue to monitor active vs. passive 

across style and market cap

Foreign Equity

• Geopolitics a growing concern

• Threat of tariffs and trade wars adds to uncertainty 

• Relative valuations attractive (Dev. Intl and EM)

• Strong US Dollar has been a major headwind

• Foreign exposure adds to opportunity set

• International and EM stocks can see long periods of 

outperformance relative to the U.S. (e.g., 2000-2009 

decade)

Private Markets

• High levels of dry powder needing deployment

• Higher base rates can strain private equity sponsors

• Higher demand for credit from private lenders

• Stress but possible opportunities in Real Estate

• Private market exposure adds to opportunity set and 

can provide unique risk/return characteristics

• Capture illiquidity premium

• Manager dispersion is wide so selection is critical

Diversified Fixed Income

• Duration more attractive as yields have remained 

elevated

• Better equity hedge with higher starting yields

• Tight credit spreads remain a risk

• Provides important stability to portfolios

• Starting yields are a significant predictor of longer-

term returns

Short-Term Fixed 

Income

• Still attractive due to current yield curve

• Economic slowdown is a risk if the Fed needs to cut rates 

more quickly

• Volatility dampener

• Potential source of funds / liquidity

Hedge Funds

• Good diversifier during recent bouts of volatility

• Higher rate regimes historically good for hedge funds due 

to higher volatility and dispersion

• Ability to increase opportunity set and access unique 

trade opportunities

• Diversified hedge fund portfolios have acted as lower 

volatility diversifiers in times of market stress

Real Assets

• Have shown good inflation-hedging properties

• Some sectors have shown sensitivity to bond yields

• Good active management could add value in specific 

areas of Real Estate, Infrastructure, Commodities which 

have some secular tailwinds

• Potential to provide hedge against unexpected 

inflation

• Real Assets allocations have proven to be good 

portfolio diversifiers over the long-term despite often 

looking weak over short or intermediate time periods



APPENDIX



Asset Class 

Category
Characteristics

Number of Sub-Asset 

Classes

Growth

• Higher risk/return potential

• Drive portfolio return in ‘bull markets’

• Detract from portfolio in ‘bear markets’

15

Inflationary

• Hedge against rising Inflation

• Income/yield is a greater portion of total 

return

• Typically tied to a physical asset

9

Deflationary

• Hedge against rising deflation

• Fixed income securities or ‘Bonds’ 

• Often called ‘risk-off’ or ‘defensive’

5

Diversifying

• Aim to generate positive absolute return 

regardless of broader market conditions

• Generally have lower correlations to other 

asset classes within a portfolio

6

Source: ACG

MAJOR ASSET CLASS CATEGORY OVERVIEW



Source: ACG

All projections are 10-year forward looking

• Comprised of equities, fixed income strategies with higher volatility, and higher risk alternative 

sub-asset classes

• Returns are primarily generated through capital appreciation of the underlying assets

• Higher allocations to the above sub-asset classes result in more aggressive portfolios, and 

lower allocations to the growth category result in more conservative portfolios

Source: ACG. All projections are 10-year forward-looking

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.

GROWTH CATEGORY OVERVIEW



Source: ACG. All projections are 10-year forward-looking

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.

INFLATIONARY CATEGORY OVERVIEW

• Comprised mainly of income generating or floating rate sub-asset classes

• Inflation occurs when prices for goods and services rise while the purchasing power of 

currency declines

• The above sub-asset classes have a positive correlation with expected inflation, and use 

income generation to offset the declining asset value



Source: ACG. All projections are 10-year forward-looking

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.

DEFLATIONARY CATEGORY OVERVIEW

• Comprised of lower volatility fixed income sub-asset classes that have historically fared well in 

times of deflation

• Deflation occurs when lower levels of demand within an economy lead to an excessive drop in 

prices for goods and services over an extended period of time

• An investor would favor the above sub-asset classes during periods of high unemployment 

and/or economic depressions

Arithmetic 

Return

Geometric 

Return

Standard 

Deviation

Deflationary Assets

Core Plus Fixed Income BBgBarc US Agg Bond 4.82 4.68 5.46

Short Duration Fixed Income BBgBarc US Govt/Credit 1-3 Yr 4.44 4.40 2.64

Long Duration Fixed Income BBgBarc US Govt/Credit Long 5.10 4.61 10.18

Cash (Tbills) FTSE Treasury Bill 3 Mon 4.26 4.26 1.03

Global Fixed Income FTSE WGBI USD 6.48 6.19 7.89

Asset Class Index 10-yr Annualized Forecast



• Comprised of sub-asset classes that have lower correlation to traditional stocks and bonds

• These sub-asset classes seek to generate positive absolute return regardless of how the 

broader market performs

• The category strives to provides a diversified return stream by focusing on niche opportunities 

within the marketplace, while attempting to capture an additional illiquidity premium

Source: ACG. All projections are 10-year forward-looking

Please refer to the end of this presentation for important disclosures regarding the risks and limitations of these projections.

DIVERSIFYING CATEGORY OVERVIEW

Arithmetic 

Return

Geometric 

Return

Standard 

Deviation

Diversifying Assets

Insurance Linked Securities Eurekahedge ILS Advisers 5.82 5.59 6.96

Liquid Alternatives Wilshire Liquid Alternative 5.02 4.75 7.47

Fund of Hedge Funds CS Hedge Fund 5.77 5.57 6.47

Hedge Fund - Distressed Credit CS ED Distressed 5.71 5.51 6.59

Hedge Fund - Long / Short Equity CS Long/Short Equity 6.47 6.12 8.64

Hedge Fund - Event Driven CS Event Driven 5.88 5.66 6.83

Asset Class Index 10-yr Annualized Forecast



These ACG Capital Market Assumptions have been created as an informational and discussion tool by the Atlanta Consulting Group Advisors, 

LLC (“ACG”). The information contained herein reflects the opinions and projections of the ACG as of the date of publication, which are subject 

to change without notice at any time after the date of issue. All information provided is for informational purposes only and should not be deemed 

as investment advice or a recommendation to purchase or sell any specific security. 

While the information presented herein has been compiled from sources believed to be reliable, ACG has not independently verified data 

provided by third parties and cannot and does not guarantee the accuracy of data calculated by third parties. All information provided is for 

informational purposes only and should not be deemed as advice in relation to legal, taxation, or investment matters. No representations or 

warranties whatsoever are made by ACG or any other person or entity as to the future profitability of an account or the results of making an 

investment. Past performance is no guarantee of future results.

Before making any investment, it is important that you read and understand these disclosures as well as those included in the Atlanta 

Consulting Group Advisors, LLC Form ADV, Part 2A Brochure and any supplements thereto. You should discuss any questions with 

your ACG Consultant before making any investment.

Risks, Limitations, and Important Disclosures

The information contained herein is hypothetical and constitutes “forward-looking statements,” including observations about markets and industry 

and regulatory trends as of the original date of this document. Due to various risks and uncertainties, actual events or results may differ 

materially from those reflected or contemplated in such forward-looking statements. As a result, you should not rely on such forward-looking 

statements in making any decisions. No representation or warranty is made as to future performance or such forward-looking statements. There 

is no guarantee forecasts will be achieved.

Unless otherwise noted, all capital market assumptions are projected, are gross of all associated fees, trading, and other expenses that an 

investor might incur, and do not include the effects of taxation. Investors cannot invest directly in an index. Indices may change over time. Indices 

are not an investment and, therefore, have no investment performance history. Index performance does not include risks, fees, or other costs. 

Past index performance is no indication of future results for the index or for any investment.

The views and opinions herein do not consider individual client circumstances, objectives, or needs and are not intended as recommendations of 

particular securities, financial instruments or strategies to particular clients or prospects. No determination has been made regarding the 

appropriateness of any securities, financial instruments or strategies for particular clients or prospects. For any securities or financial instruments 

mentioned herein, the recipient(s) of this report must make its own independent decisions. 

ACG Capital Market Assumptions Disclosures



Investing is subject to a high degree of investment risk, including the possible loss of the entire amount of an investment. You should carefully 

read and review all information provided by The Atlanta Consulting Group Advisors, LLC (“ACG”), including ACG’s Form ADV, Part 2A brochure 

and all supplements thereto, as well as the disclosure statement or prospectus of each security proposed, before making an investment. The 

risks associated with investing are numerous and include, but are not limited to, those listed below:

Alternative Investments: Alternative investments are intended for qualified investors only. Alternative Investments such as derivatives, hedge 

funds, private equity funds, and funds of funds can result in higher return potential but also higher loss potential. Changes in economic conditions 

or other circumstances can adversely affect investments. Alternative investments are speculative and involve a high degree of risk.

Bonds: Bonds are subject to interest rate risk. As the prevailing level of bond interest rates rise, the value of bonds already held in a portfolio 

declines. Portfolios that hold bonds are subject to declines and increases in value due to general changes in interest rates.

International/Emerging Market Equities: Investing in international securities involves special additional risks. These risks include, but are not 

limited to, currency risk, political risk, and risk associated with varying accounting standards. Investing in emerging markets may accentuate 

these risks.

Liquidity Risk: Trading may be halted due to market conditions, impacting an investor’s ability to sell a security.

Market Risk: The market prices of securities can fluctuate as a result of several factors, such as security-specific factors or general investor 

sentiment. Therefore, investors should be aware of the prospect of market fluctuations and the impact it may have on the market price.

Mid Cap Equities: Portfolios that invest in companies with market capitalization below $10 billion involve additional risks. The securities of these 

companies may be more volatile and less liquid than the securities of larger companies.

Sector Strategies: Portfolios that invest exclusively in one sector or industry involve additional risks. The lack of industry diversification subjects 

the investor to increased industry-specific risks.

Small Cap Equities: Portfolios that invest in stocks of small companies involve additional risks. Smaller companies typically have a higher risk of 

failure and are not as well established as larger blue-chip companies. Historically, smaller company stocks have experienced a greater degree of 

market volatility than the overall market average.

Investment Risk Disclosures




