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Long-Term Market Expectations – Overview

2CIO Office (data via Refinitiv). 1. Balanced portfolio: 18% S&P/TSX, 24% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. 
2. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 3. Based on the historical interquartile range of realized returns since 1950.

Twice a year, we update our Long-Term Market Expectations (LTMEs) for 

major asset classes over a 10-year and 30-year investment horizon. Based 

on our building-block methodology (10-year) and risk premia methodology 

(30-year), these projections are the foundation of National Bank Investments’ 

strategic asset allocation (SAA) and portfolio construction.

For the current edition, this results in an anticipated annual return of 4.3% for 

a benchmark balanced portfolio¹ over a 10-year investment horizon, which is 

lower than the realized return of 8.3% over the past 10 years. This forecast is 

also slightly lower than the 4.8% we anticipated in the Spring 2025 update, 

with a less favorable outlook for equities reflecting elevated valuations on a 

historical basis.

Our model still projects an annual return of 3.5% for the Canadian fixed-

income universe over the next 10 years, about the same as the current yield-

to-maturity. On the equity side, while the anticipated annual return of 4.3% for 

our benchmark index² is well below the historical average, the outlook 

remains more favorable for Canada and Emerging Markets.

Ultimately, beyond the inevitable short-term fluctuations, expectations for a 

balanced portfolio remain largely positive for long-term investors, albeit lower 

than the above-average returns achieved in recent years.

Long-Term Market Expectations: Fall 2025 Update
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Long-Term Market Expectations – Overview (stocks & bonds)

3CIO Office (data via Refinitiv). 1. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 2. Based on the historical interquartile range of realized returns since 1950.
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10-year market expectations – Main asset classes overview

4

CIO Office (data via Refinitiv). 1. The area between the 25th and 75th percentile of realized return outcomes since 1995. In other words, 50% of all observations fall within this range. 
2. The forecast margin of error is based on the back-tested predictive power of our forecast model and the historical volatility of the asset. 
3. Balanced portfolio: 18% S&P/TSX, 24% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. 4. Inflation forecast from the IMF’s latest World Economic Outlook. 
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10-year market expectations – Risk profiles overview

5

CIO Office (data via Refinitiv). 1. The area between the 25th and 75th percentile of realized return outcomes since 1995. In other words, 50% of all observations fall within this range. 
2. The forecast margin of error is based on the back-tested predictive power of our return model and the historical volatility of the asset. 3. Bonds: ICE BofA Canada Broad Market Index (Canada Bond Universe). 
4. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD.
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10-year market expectations – Capital Allocation Line (asset classes)

6CIO Office (data via Refinitiv). 1. Except for MSCI indices, which are in USD. 2. Balanced portfolio: 18% S&P/TSX, 24% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. 
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10-year market expectations – Capital Allocation Line (risk profiles)

7CIO Office (data via Refinitiv). 1. Risk-adjusted return measure: expected excess return / expected volatility. 2. Bonds: ICE BofA Canada Broad Market Index (Canada Bond Universe). 
3. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD.
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10-year market expectations – Global equity risk premium

8CIO Office (data via Refinitiv). 1. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 2. ICE BofA Canada Universe.
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10-year market expectations – U.S. equity risk premium

9CIO Office (data via Refinitiv). 1. Simplified model in order to extend the forecast as far back as possible.
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10-year market expectations – High yield risk premium

10CIO Office (data via Refinitiv)
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10-year market expectations – Methodology

11CIO Office (data via Refinitiv)
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Our 10-year return forecasts for fixed income assets have three components shown below:
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Historical correlation matrix

12CIO Office (data via Refinitiv). 1. Except for MSCI indices, which are in USD. 2. Balanced portfolio: 18% S&P/TSX, 24% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. 

USDCAD 8.1% 0.11 0.02 -0.25 -0.25 -0.27 -0.44 -0.53 -0.40 -0.56 -0.53 -0.57 -0.74 -0.55 -0.56

CA Cash 0.0% 0.11 0.94 0.29 0.34 0.28 0.23 0.24 0.18 0.19 0.02 0.08 0.08 0.01 0.12

U.S. Cash 0.0% 0.00 0.87 0.33 0.37 0.32 0.30 0.29 0.20 0.22 0.05 0.09 0.13 0.01 0.18

CA Fed. Gov. 3.9% 0.24 0.18 0.13 0.95 0.99 0.87 0.83 0.73 0.69 0.50 0.53 0.54 0.42 0.45

CA Corps 4.0% -0.06 0.07 0.00 0.74 0.98 0.85 0.87 0.79 0.74 0.55 0.59 0.60 0.51 0.53

CA Universe 4.5% 0.10 0.11 0.06 0.94 0.91 0.87 0.86 0.79 0.73 0.55 0.59 0.59 0.48 0.48

U.S. Treasuries 4.7% 0.09 0.15 0.18 0.85 0.54 0.76 0.95 0.67 0.65 0.49 0.54 0.61 0.42 0.54

U.S. Corps 5.8% -0.37 0.00 0.00 0.56 0.80 0.72 0.59 0.80 0.80 0.64 0.69 0.76 0.58 0.68

Balanced portfolio² 7.8% -0.27 -0.01 -0.02 0.34 0.61 0.52 0.16 0.63 0.87 0.89 0.91 0.83 0.78 0.67

U.S. High Yield 8.4% -0.62 -0.12 -0.09 0.06 0.47 0.27 -0.03 0.68 0.70 0.78 0.84 0.82 0.78 0.63

S&P/TSX 14.3% -0.57 -0.05 -0.04 0.01 0.39 0.22 -0.07 0.52 0.83 0.73 0.86 0.83 0.83 0.59

S&P 500 15.1% -0.61 -0.09 -0.05 0.00 0.32 0.18 -0.06 0.48 0.85 0.75 0.82 0.82 0.82 0.61

MSCI EAFE 16.1% -0.69 -0.06 0.00 0.00 0.32 0.17 -0.03 0.54 0.79 0.78 0.80 0.86 0.73 0.74

Russell 2000 20.0% -0.57 -0.12 -0.08 -0.06 0.27 0.12 -0.13 0.40 0.76 0.72 0.79 0.89 0.77 0.57

MSCI EM 21.4% -0.72 -0.04 0.01 -0.03 0.30 0.14 -0.03 0.53 0.67 0.73 0.74 0.73 0.85 0.67

Correlation of monthly returns over the last 20 years
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Historical risk premia

13CIO Office (data via Refinitiv, Ibbotson). Note that our 30-year return forecasts are based on 1) realized risk premia, which are then adjusted to reflect our current neutral rate assumptions (to get a forecast of the short-term risk-free rate), and 
2) our 10-year return forecasts.
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Probability of exceeding return threshold after 10 years

14CIO Office (data via Refinitiv). 1. After 25 000 simulations using our long-term market expectations and historical volatility as key inputs. 2. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 
3. ICE BofA Canada Universe. 

Probability¹ of exceeding return threshold after 10 years

0% Stocks 10% Stocks 20% Stocks 30% Stocks 40% Stocks 50% Stocks 60% Stocks 70% Stocks 80% Stocks 90% Stocks 100% Stocks

100% Bonds 90% Bonds 80% Bonds 70% Bonds 60% Bonds 50% Bonds 40% Bonds 30% Bonds 20% Bonds 10% Bonds 0% Bonds

> 0% 98.7% 99.3% 99.3% 99.0% 98.3% 97.3% 95.8% 94.2% 92.5% 90.5% 88.6%

> 1% 94.4% 96.4% 96.7% 96.1% 95.0% 93.4% 91.6% 89.5% 87.4% 85.3% 83.4%

> 2% 83.1% 87.4% 89.3% 89.1% 88.1% 86.2% 84.1% 82.2% 80.3% 78.5% 76.8%

> 3% 63.2% 69.4% 73.3% 75.1% 75.3% 74.6% 73.6% 72.6% 71.5% 70.2% 69.0%

> 4% 37.9% 43.4% 49.3% 54.2% 57.5% 59.4% 60.4% 60.9% 60.9% 60.6% 60.3%

> 5% 17.3% 20.4% 26.0% 32.3% 38.0% 42.4% 45.8% 48.1% 49.7% 50.7% 51.4%

> 6% 5.5% 6.9% 9.9% 15.0% 21.2% 26.6% 31.6% 35.5% 38.5% 40.8% 42.2%

> 7% 1.2% 1.6% 2.8% 5.5% 9.8% 14.8% 20.0% 24.3% 28.0% 31.1% 33.6%

> 8% 0.2% 0.3% 0.5% 1.5% 3.6% 7.1% 11.1% 15.5% 19.5% 22.8% 25.7%

> 9% 0.0% 0.0% 0.1% 0.3% 1.0% 2.8% 5.6% 9.1% 12.4% 15.8% 18.9%

> 10% 0.0% 0.0% 0.0% 0.1% 0.3% 1.0% 2.5% 4.6% 7.5% 10.4% 13.4%

Portfolio composition (Stocks² and bonds³)
Return threshold

(annualized)

Illustrates the probability of achieving certain return thresholds over a 10-year investment horizon based on portfolio composition. Portfolios with 

a higher allocation to bonds protect against losses but limit upside potential.



Probability of exceeding return threshold after 10 years: Balanced 60/40

15CIO Office (data via Refinitiv). 1. After 25 000 simulations using our long-term market expectations and historical volatility as key inputs. 2. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 
3. ICE BofA Canada Universe. 

Illustrates the probability that a balanced portfolio (60/40) will achieve certain return thresholds over a 1-year / 5-year / 10-year investment 

horizon. In the short term, the range of possibilities is wider, both upward and downward. In contrast, in the longer term, positive returns are the 

norm, but home runs are less likely.
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16

Detailed 
forecasts

CIO Office (data via Refinitiv). 1. Except for MSCI indices, which are in USD. 
2. Balanced portfolio: 18% S&P/TSX, 24% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD. 
3. Equity benchmark: 30% S&P TSX, 40% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 
4. All economic forecasts are from the IMF’s latest World Economic Outlook. Forecasts for equity indices with multiple regions are constructed using each region’s equity weight within the index.

Long-Term Market Expectations - Detailed assumptions (local currency¹, annualized)

10-year 30-year Inflation Nominal GDP

Balanced portfolio² 4.3% 6.5% 7.8% - -

Equity benchmark³ 4.9% 8.0% 12.0% - -

Bond benchmark (Canada Universe) 3.5% 4.3% 4.5% - -

Canada Cash 2.9% 2.8% 0.0% - -

U.S. Cash 3.7% 3.0% 0.0% - -

Canada 10yr gov. bond 3.5% 4.1% 6.2% - -

U.S. 10yr gov. bond 4.9% 4.8% 7.4% - -

Canada Universe 3.5% 4.3% 4.5% - -

Canada Federal Government 3.2% 4.0% 3.9% - -

Canada Corporate (IG) 3.7% 4.6% 4.0% - -

U.S. Treasuries 4.8% 4.7% 4.7% - -

U.S. Corporate (IG) 5.1% 5.3% 5.8% - -

U.S. High Yield 5.8% 6.5% 8.4% - -

S&P/TSX 5.4% 8.2% 14.3% 2.0% 3.9%

S&P 500 4.3% 8.3% 15.1% 2.2% 4.0%

Russell 2000 6.1% 9.4% 20.0% 2.2% 4.0%

MSCI EAFE 4.5% 7.8% 16.1% 1.9% 3.2%

MSCI Emerging Markets 6.3% 6.4% 21.4% 2.2% 5.8%

MSCI Europe 5.2% 8.1% 17.4% 1.8% 3.2%

DAX 30 (Germany) 4.8% 7.6% 20.2% 2.1% 3.2%

FTSE 100 (United Kingdom) 8.1% 9.7% 13.2% 2.0% 3.7%

TOPIX (Japan) 4.1% 6.6% 16.8% 2.0% 2.5%

S&P/ASX 200 (Australia) 5.6% 9.0% 13.0% 2.7% 4.7%

MSCI World 4.4% 7.9% 15.1% 1.7% 3.8%

MSCI AC World 4.6% 7.9% 15.3% 2.1% 4.0%
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The information and the data supplied in the present document, including those supplied by third parties, are considered accurate at the time of their printing and were obtained from
sources which we considered reliable. We reserve the right to modify them without advance notice. This information and data are supplied as informative content only. No representation or
guarantee, explicit or implicit, is made as for the exactness, the quality and the complete character of this information and these data. The opinions expressed are not to be construed as
solicitation or offer to buy or sell shares mentioned herein and should not be considered as recommendations.

Views expressed regarding a particular company, security, industry, market sector, future events (such as market and economic conditions), company or security performance, upcoming
product offerings or other projections are the views of only the CIO Office, as of the time expressed and do not necessarily represent the views of National Bank of Canada and its
subsidiaries (the “Bank”). Any such views are subject to change at any time based upon markets and other conditions, which could cause actual results to differ materially from what the
CIO Office presently anticipate(s) or project(s). The Bank disclaims any responsibility to update such views. These views are not a recommendation to buy or sell and may not be relied on
as investment advice.

These index providers may be included in this document: BofA Merrill Lynch, Standard & Poor's, FTSE, Nasdaq, Russell et MSCI. These companies are licensing their indices “as is”, make
no warranties regarding same, do not guarantee the suitability, quality, accuracy, timeliness and/or completeness of their indices or any data included in, related to or derived therefrom,
assume no liability in connection with their use and do not sponsor, endorse or recommend National Bank Investments Inc. and any of their products and services. The above index
providers do not guarantee the accuracy of any index or blended benchmark model created by National Investment Bank using any of these indices. No responsibility or liability shall attach
to any member of the Index Providers or their respective directors, officers, employees, partners or licensors for any errors or losses arising from the use of this publication or any
information or data contained herein. In no event shall the above Index Providers be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, legal or other expenses, or losses (including, without limitation, lost revenues or profits and opportunity costs) arising out of or in connection with the use of
the content, even if advised of the possibility of such damages.

The FTSE/TMX indices are trademarks of the LSE Group. S&P Indices are trademarks of S&P Dow Jones Indices LLC, a division of S&P Global. MSCI indices are trademarks of MSCI Inc.
BofA indices are trademarks of Merrill Lynch, Pierce Fenner & Smith incorporated (“BofAML”). Nasdaq index is a trademark of Nasdaq Inc. Russell 2000 ® is a trademark of the Frank
Russell Company.

® NATIONAL BANK INVESTMENTS is a registered trademark of National Bank of Canada, used under licence by National Bank Investments Inc.

© National Bank Investments Inc., 2025. All rights reserved. Any reproduction, in whole or in part, is strictly prohibited without the prior written consent of National Bank Investments Inc.

National Bank Investments is a signatory of the United Nations-supported Principles for Responsible Investment, a member of Canada’s Responsible Investment Association, and a
founding participant in the Climate Engagement Canada initiative.
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