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Long-Term Market Expectations – Overview

CIO Office (Data via Refinitiv). 1. For illustrative purposes only; subejct to change without notice; no guarantee of future performance. 2. Based on the current version of the forecast model. 3. Equity benchmark: 35% 
S&P TSX, 35%  S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD.  4. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond Universe, all in 
CAD. 5. Based on the historical interquartile range of returns since 1950.

Tw ice a year (April, October), w e update our Long-Term Market 

Expectations (LTMEs) for major asset classes over a 5-year, 10-year and 

30-year investment horizon¹. Based on our recently improved building-block 

methodology (5-year and 10-year) and risk premia methodology (30-year), 

these projections are the foundation of National Bank Investments' asset 

allocation strategy (AAS) and portfolio construction.

This latest edition show s an expected annual return of 7.6% for a reference 

balanced portfolio over a 5-year horizon, much higher than the 4.5% 

realized return over the past 5 years. This relatively favourable outcome for 

the 2023-2028 period is largely driven by improving bond prospects in an 

environment of interest rates above equilibrium levels.

Specif ically, our model foresees an annual return of 5.7% for the Canadian 

bond universe over the next 5 years, the best projection since 2001² for the 

asset class w hich has been under pressure since 2021. On the equity front, 

the picture is slightly w eaker than a year ago mostly due to higher U.S. 

valuations, w ith a projected annual return of 8.9% for our equity benchmark³

– a performance in line w ith historical averages.

Ultimately, beyond the inevitable short-term fluctuations, the outlook 

remains largely positive for long-term investors, not least due to attractive 

prospects for bonds, both on an absolute and risk-adjusted basis.

Long-Term Market Expectations: Fall 2023 Update
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Long-Term Market Expectations – Overview (stocks & bonds)

CIO Office (Data via Refinitiv). 1. Equity benchmark: 35% S&P TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 2. Based on the historical interquartile range of returns since 1950.
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Five-year market expectations – Overview

CIO Office (Data via Refinitiv). 1. With the exception of MSCI indices, which are in USD. 2. The area between the 25th and 75th percentile of realized return outcomes. In other words, 50% of all observations fall within
this range. 3. The forecast margin of error is based on the back-tested predictive power of our return model and the historical volatility of the asset. 4. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI 
EAFE, 6%  MSCI Emerging Markets and 40% Canada Bond Universe, all in CAD.
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Five-year market expectations – Methodology
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Building blocks methodology: Equities
Our 5-year return forecasts for equities have three components shown below:
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Our 5-year return forecasts for fixed income assets have three components shown below:
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Five-year market expectations – Capital Allocation Line (CAL)
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CIO Office (Data via Refinitiv). 1. With the exception of MSCI indices, which are in USD. 2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond 
Universe, all in CAD. 
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Detailed expectations

CIO Office (Data via Refinitiv). 1. With the exception of MSCI indices, which are in USD. 2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond 
Universe, all in CAD. 3. Equity benchmark: 35% S&P TSX, 35% S&P 500, 20% MSCI EAFE, 10% MSCI EM, all in CAD. 4. All economic forecasts are for the nex t 5 years and come from the IMF’s World Economic
Outlook. Forecasts for equity indices with multiple regions are constructed using each region’s equity weight within the index.

LT
M

E
s

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

5-year 10-year 30-year Inflation Nominal GDP

Balanced portfolio² 7.6% 7.6% 7.6% 7.6% - -

Equity benchmark³ 8.9% 8.9% 9.4% 11.9% - -

Bond benchmark (Canada Universe) 5.7% 5.5% 4.8% 4.3% 2.0% 4.0%

Canada Cash 4.0% 3.6% 2.5% - 2.0% 4.0%

U.S. Cash 4.3% 3.9% 2.5% - 2.2% 3.9%

German Cash 2.7% 2.4% 1.5% - 2.2% 4.2%

U.K. Cash 4.1% 3.8% 2.5% - 2.1% 3.9%

Japan Cash 0.2% 0.6% 0.6% - 1.9% 2.7%

Australia Cash 3.8% 3.9% 3.0% - 3.0% 4.4%

Canada 10yr gov. bond 5.0% 4.8% 4.4% 6.1% 2.0% 4.0%

U.S. 10yr gov. bond 5.6% 5.3% 4.6% 7.5% 2.2% 3.9%

Germany 10yr gov. bond 4.0% 3.8% 3.4% 6.1% 2.2% 4.2%

U.K. 10yr gov. bond 5.8% 5.5% 4.6% 6.7% 2.1% 3.9%

Japan 10yr gov. bond 0.4% 0.8% 1.8% 3.0% 1.9% 2.7%

Australia 10yr gov. bond 5.8% 5.5% 5.0% 7.0% 3.0% 4.4%

Canada Universe 5.7% 5.5% 4.8% 4.3% 2.0% 4.0%

Canada Federal Government 5.2% 5.0% 4.5% 3.8% 2.0% 4.0%

Canada Corporate (IG) 6.7% 6.4% 5.3% 4.0% 2.0% 4.0%

U.S. Treasuries 5.7% 5.4% 4.6% 4.7% 2.2% 3.9%

U.S. Corporate (IG) 6.6% 6.4% 5.3% 6.0% 2.2% 3.9%

U.S. High Yield 7.5% 7.5% 6.6% 9.2% 2.2% 3.9%

S&P/TSX 10.3% 10.3% 9.8% 14.0% 2.0% 4.0%

S&P 500 7.3% 7.2% 8.9% 15.4% 2.2% 3.9%

Russell 2000 11.0% 11.2% 10.9% 20.4% 2.2% 3.9%

MSCI EAFE 8.4% 8.5% 9.1% 16.7% 2.1% 3.7%

MSCI Emerging Markets 10.9% 10.9% 10.9% 21.1% 3.5% 7.2%

MSCI Europe 9.2% 9.2% 9.8% 18.4% 2.1% 3.9%

DAX 30 11.8% 12.1% 9.8% 20.3% 2.2% 4.2%

FTSE 100 10.4% 10.1% 9.9% 13.6% 2.1% 3.9%

TOPIX 3.8% 6.2% 6.7% 16.8% 1.9% 2.7%

S&P/ASX 200 9.2% 8.6% 9.6% 13.3% 3.0% 4.4%

MSCI China 10.7% 11.6% 11.6% 26.3% 2.2% 5.9%

MSCI AC World 7.6% 7.7% 9.2% 15.9% 2.3% 4.2%
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Historical correlation matrix
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CIO Office (Data via Refinitiv). 1. With the exception of MSCI indices, which are in USD. 2. Balanced portfolio: 21% S&P/TSX, 21% S&P 500, 12% MSCI EAFE, 6% MSCI Emerging Markets and 40% Canada Bond 
Universe, all in CAD. 

Historical correlation matrix (local currency¹)

CA Cash 0.0% 0.94 0.12 0.05 0.08 0.13 0.06 -0.01 0.12 -0.02 -0.12 -0.04 -0.01 -0.10 -0.02

U.S. Cash 0.0% 0.84 0.14 -0.01 0.06 0.20 0.02 -0.11 0.14 -0.09 -0.22 -0.14 -0.07 -0.21 -0.06

CA Fed. Gov. 3.8% 0.17 0.09 0.71 0.92 0.88 0.66 0.45 0.04 0.29 0.18 0.22 0.21 0.06 0.15

CA Corps 4.0% 0.01 -0.07 0.73 0.92 0.53 0.90 0.74 -0.34 0.69 0.59 0.52 0.52 0.46 0.51

CA Universe 4.3% 0.09 0.01 0.94 0.90 0.75 0.85 0.67 -0.18 0.54 0.44 0.43 0.41 0.30 0.36

U.S. Treasuries 4.7% 0.14 0.17 0.85 0.53 0.75 0.64 0.29 0.03 0.13 0.02 0.11 0.12 -0.08 0.14

U.S. Corps 6.0% -0.04 -0.06 0.54 0.79 0.71 0.57 0.78 -0.50 0.76 0.64 0.62 0.64 0.53 0.66

Balanced portfolio² 7.6% -0.07 -0.11 0.29 0.58 0.47 0.10 0.61 -0.60 0.86 0.93 0.92 0.89 0.84 0.75

USD/CAD 8.7% 0.11 -0.01 0.27 -0.04 0.13 0.14 -0.34 -0.28 -0.71 -0.72 -0.76 -0.79 -0.76 -0.75

U.S. High Yield 9.2% -0.16 -0.14 0.03 0.45 0.25 -0.07 0.66 0.70 -0.60 0.85 0.83 0.82 0.83 0.72

S&P/TSX 14.0% -0.10 -0.11 -0.04 0.36 0.17 -0.13 0.48 0.84 -0.58 0.73 0.90 0.88 0.88 0.73

S&P 500 15.4% -0.15 -0.12 -0.06 0.28 0.13 -0.13 0.44 0.84 -0.61 0.74 0.81 0.90 0.90 0.74

MSCI EAFE 16.7% -0.08 -0.05 -0.05 0.29 0.13 -0.11 0.50 0.80 -0.68 0.77 0.80 0.87 0.87 0.83

Russell 2000 20.4% -0.16 -0.14 -0.14 0.21 0.05 -0.22 0.35 0.75 -0.58 0.72 0.78 0.89 0.79 0.76

MSCI EM 21.1% -0.05 -0.01 -0.05 0.29 0.12 -0.07 0.50 0.70 -0.71 0.72 0.76 0.74 0.86 0.69

Correlation of monthly returns over the last 20 years
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Historical risk premia
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CIO Office (Data via Refinitiv, Ibbotson). Note that our 30-year projections are based in part on realized risk premiums, which are then adjusted to reflect our current neutral rate assumptions (to get a forecast of the 
short-term risk-free rate) and our return projections for the nex t 10 years.
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13 CIO OfficeCIO Office (Data via Refinitiv). *Seasonally adjusted at annual rates.
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CIO Office (Data via Refinitiv). *Seasonally adjusted at annual rates.
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16 CIO OfficeCIO Office (Data via Refinitiv, Congressional Budget Office). *NAIRU refers to the non-accelerating inflation rate of unemployment.
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18 CIO OfficeCIO Office (Data via Refinitiv). *JOLTS ratio after November 15th, 2000. Conference Board employment ratio between 1955 and 2000.
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19 CIO OfficeCIO Office (Data via Robert J. Shiller at http://www.econ.yale.edu/~shiller/data/ie_data.xls) 
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CIO Office (Data via Refinitiv)
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22 CIO OfficeCIO Office (Data via Congressional Budget Office, Federal Reserve Economic Data (FRED)).
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25 CIO OfficeCIO Office (Data via United Nations, Department of Economic and Social Affairs, Population Division (2017)).
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S&P 500 returns* - Detailed statistics

90th 70th 50th 30th 10th

0.0% 1.1% -12.0% 11.6% 1.2% 0.5% 0.1% -0.3% -1.1%

0.7% 4.4% -30.8% 26.4% 5.4% 2.8% 1.0% -0.9% -4.4%

2.1% 7.4% -41.8% 40.1% 10.3% 5.8% 2.6% -0.7% -7.0%

9.5% 16.1% -49.0% 73.6% 28.6% 17.5% 11.1% 3.0% -12.6%
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CIO Office (Data via Refinitiv).
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Global equity sector allocation
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35 CIO OfficeCIO Office (Data via Refinitiv). *MSCI ACWI region weights, 3-month moving average
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36 CIO OfficeCIO Office (Data via Refinitiv, Bloomberg). S&P 500 bear markets are defined as periods when the index fell at least 20% from its all -time high
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40 CIO OfficeCIO Office (Data via Refinitiv, Federal Reserve). *50% economic estimate: Laubach-Williams model (before 2020), FOMC long-run projections (after 2020) + 50%  market estimate: 12-month moving average of the 
5yr5yr forward Treasury yield.
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3 month 6 month 1 year 2 year 5 year 10 year 15 year 20 year 30 year

Japan -0.23% -0.15% -0.04% 0.05% 0.32% 0.76% 1.24% 1.48% 1.74%

Switzerland 1.63% 1.69% 1.82% 1.25% 1.06% 1.09% 1.11% 1.12% 1.09%

Germany 3.65% 3.73% 3.68% 3.21% 2.77% 2.84% 3.01% 3.05% 3.03%

Denmark 3.56% 3.52% 3.63% 3.01% 3.09% 3.19%

Netherlands 3.75% 3.73% 3.27% 3.02% 3.18% 3.32% 3.32% 3.28%

Sweden 3.92% 4.05% 3.52% 3.08% 2.96% 3.02% 3.02%

Belgium 3.79% 3.78% 3.71% 3.42% 3.13% 3.49% 3.78% 3.91% 4.01%

Ireland 3.69% 3.40% 3.13% 3.25% 3.63% 3.61% 3.73%

France 3.83% 3.80% 3.80% 3.44% 3.16% 3.40% 3.68% 3.83% 3.92%

Austria 3.77% 3.53% 3.20% 3.45% 3.63% 3.66% 3.62%

Finland 3.36% 3.20% 3.42% 3.65% 3.47%

Portugal 3.51% 3.48% 3.56% 3.22% 3.21% 3.59% 3.98% 4.11% 4.15%

Spain 3.76% 3.85% 3.90% 3.60% 3.51% 3.93% 4.19% 4.36% 4.50%

Australia 4.24% 4.10% 4.16% 4.49% 4.73% 4.79% 4.87%

Italy 3.88% 3.90% 4.02% 4.02% 4.20% 4.79% 5.03% 5.19% 5.26%

Canada 5.13% 5.21% 5.30% 4.88% 4.25% 4.03% 3.99% 3.82%

UK 5.39% 5.42% 5.07% 4.90% 4.51% 4.44% 4.75% 4.84% 4.90%

United States 5.47% 5.55% 5.47% 5.05% 4.61% 4.57% 4.70%

New Zealand 5.77% 5.84% 5.82% 5.31% 5.34% 5.49% 5.56%
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CIO Office (Data via Refinitiv).
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47 CIO OfficeCIO Office (Data via Refinitiv). *Indicates a country is part of the Major partners index.
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52 CIO Office

0

500

1,000

1,500

2,000

2,500

3,000

3,500

0

500

1,000

1,500

2,000

2,500

3,000

3,500

1970 1980 1990 2000 2010 2020 2030

Gold prices relative to inflation (U.S.)

Gold in CPI-adjusted terms (2023 dollars)

Gold (nominal)

Gold – Nominal vs real prices
F

X
 &

 C
om

m
os

CIO Office (Data via Refinitiv).



53 CIO OfficeCIO Office (Data via Refinitiv, IMF currency composition of official foreign exchange reserves (COFER)). *Includes the Australian dollar, the Canadian dollar, the Swiss franc and other currencies not separately 
identified in the COFER survey.
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