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LTCMAs by the numbers…
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Key takeaways from the 2022 LTCMAs

Post-pandemic, the economy has suffered limited scarring, but policy choices will have an enduring impactFading scars, enduring policies

Improving productivity keeps growth forecasts broadly stable, but we now see upside as well as downside risks to inflation The new old normal

Sovereign and IG returns a little better, but the outlook remains bleak as rates rise further; high yield returns a little lowerLow real rates hold back bonds

Changing sector mix implies more resilient margins and valuations, but an active stance is more important than everStable, if cyclical, equity returns

Many alpha levers available: active management in public markets, international diversification, and alternative assetsFull spectrum investing

Source: J.P. Morgan Asset Management; estimates as of September 30, 2021.
Outlooks and past performance are not reliable indicators of future results. Opinions, estimates, forecasts, projections and statements of financial market trends that are based on current market conditions constitute our judgment and are 
subject to change without notice. There can be no guarantee they will be met. For further information, see “Understanding long-term estimates” at the end of this presentation. 

Key secular issues like ESG, new asset markets, and disruptive forces like crypto are shaping the investment landscape Long term themes set the tone 
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Global government debt % of GDP Nominal government investment across key regions

Source: Our World in Data, IIF, OECD, IMF, J.P. Morgan Asset Management. . Values are GDP weighted. Short-term interest rates are the rates at which short-term borrowings are affected between financial institutions or the rate at which short-term government paper is issued or traded in the market. *2021 
growth rate figures are shown relative to 2019. Data are as of October 31, 2021. 

Fading scars, enduring policies

2Q21: 104.6%
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Macro assumptions: growth broadly stable, inflation higher 

Source: J.P. Morgan Asset Management; estimates as of September 2020 and September 2021. *EM: Emerging Markets; DM: Developed Markets.

Compound 10- 15-year GDP Growth and Inflation (%)

DM* U.S. Europe U.K. Japan

2022 LTCMAs

Real GDP 1.50 1.70 1.20 1.40 0.70

Inflation 1.80 2.30 1.50 2.20 0.70

2021 LTCMAs

Real GDP 1.60 1.80 1.30 1.60 1.00

Inflation 1.60 2.00 1.30 2.00 0.70

EM* China India Brazil Russia

2022 LTCMAs

Real GDP 3.70 4.20 6.00 2.00 0.80

Inflation 3.30 2.50 4.50 4.30 5.00

2021 LTCMAs

Real GDP 3.90 4.40 6.90 2.40 1.10

Inflation 3.30 2.50 5.00 4.30 5.30

PRODUCTIVITY AND INFLATION UPLIFTS

◼ Growth – Small downgrades to U.S. and China, 

and last year’s cyclical bonuses gone, but upward 

trend revisions for several others

◼ Population – Demographic drag persists as 

labor forces to grow slowly by historical standards

◼ Productivity – More optimism about medium-

term upside, led by tech investment

◼ Inflation – Broad-based upward revision to 

inflation outlooks for the first time in many years
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There is a 2-pt gap between historic 60/40 returns and our forecasts… …due largely to a difficult starting point of low yields and high valuations

Source: Bloomberg, Datastream, Haver, J.P. Morgan Asset Management; data as of October 2021. 60/40 portfolios are composite of 60% AC World Equity and 40% U.S. Aggregate Bonds, in USD terms. 

Beta alone can’t deliver the returns we want
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UK Fixed income assumptions

Source: J.P. Morgan Asset Management; estimates as of September 30, 2020, and September 30, 2021.

Past performance and forecasts are not reliable indicators of current and future results

UK 

Inflation

Rate

UK Cash      

rate

10-yr gilt 

yield

15+-yr gilt 

yield

UK IG 

credit 

spread

2022 LTCMAs

Equilibrium Rate / 

Spread
2.20% 2.10% 2.50% 2.70% 175 bps

Rate / spread on 

Sept 30, 2021
- 0.02% 1.00% 1.34% 103 bps

Return (%) - 1.50% 1.70% 0.40% 2.27%

2021 LTCMAs

Equilibrium Rate / 

Spread
2.00% 2.00% 2.40% 2.60% 175 bps

Rate / spread on 

Sept 30, 2020
- 0.01% 0.20% 0.70% 164 bps

Return (%) - 1.10% 0.90% -1.10% 2.00%

Fixed income assumptions: 2022 vs. 2021

FIXED INCOME KEY POINTS

◼ We raise our cash rate assumptions modestly, 

in line with higher inflation expectations.

◼ The window for normalisation of yields has 

shortened across major G4 markets.

◼ Central banks’ differentiated inflation-targeting 

credibility has made cash rates pathways and 

normalisation more differentiated across DM.

◼ US HY and EMD returns are still attractive 

with most of the drag coming from the 

normalisation in government bond yields.
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U.S. Large Cap Sector Composition Sector adjusted PE ratios (U.S.)

Valuation resilience in the U.S. equity is about tech’s earning profile 

Source: Datastream, J.P. Morgan Asset Management as of September 2021. Charts refer to the U.S. large cap market.
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Global Equities – the bottom line

Source: Long-Term Capital Market Assumptions, J.P. Morgan Multi-Asset Solutions, J.P. Morgan Asset Management. Returns are nominal. EUR 60/40 portfolio consists of 60% all-country world equity and 40% world government bonds hedged. The 
projections in the chart above are based on J.P. Morgan Asset Management’s proprietary long-term capital market assumptions (10-15 years) for returns of major asset classes. The resulting projections include only the benchmark return associated with 
the portfolio and do not include alpha from the underlying product strategies within each asset class. The assumptions are presented for illustrative purposes only. Past performance and forecasts are not reliable indicators of current and future results. Data 
as of November 2021.

Long-Term Capital Market Assumptions expected returns, local returns

⚫ An attractive opportunity to 
(continue to) compound over time; 
drawdowns are there to be bought!

⚫ Alpha opportunities abound; 
expected higher dispersion is a great 
backdrop for stockpickers

⚫ Shareholder returns an increasingly 
important component, globally, 
balance sheets are very strong

⚫ International valuations remain 
compelling and offer diversification 
opportunities at sector level
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Several secular themes are shaping the investing landscape

Alternative 

investments: The 

essential buyer’s 

guide

Cryptocurrencies: 

Bubble, boom or 

blockchain 

revolution?

Chinese assets: The 

biggest risk for 

investors would be to 

ignore them

Doing good and doing 

well: ESG trade-offs in 

investing

Visit am.jpmorgan.com/ltcma for all of this year’s materials
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Fading scars, enduring policies

Source: J.P. Morgan Asset Management; estimates as of September 2007, September 2020 and September 2021. *EM: Emerging Markets; DM: Developed Markets.

Stock-bond frontiers: 2022 vs. 2021 and 2008 assumptions (GBP)

GBP 60/40 return forecast increases 

from 3.1% to 3.4%, driven by bonds.

Bond returns are higher this year but 

remain low by historical standards. 

Alternatives offer attractive returns, 

monetizing a range of risk premia.

60/40 marginally higher

Wide dispersion of asset returns

Beta no longer enough: low return 

expectations make active management 

and alpha important.

Post-COVID19 distinct to post-GFC
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DISCLAIMERS

NOT FOR RETAIL DISTRIBUTION: This communication has been prepared exclusively for institutional/wholesale/professional clients and qualified investors only as defined by local laws and regulations. JPMAM Long-Term 

Capital Market Assumptions: Given the complex risk-reward trade-offs involved, we advise clients to rely on judgment as well as quantitative optimization approaches in setting strategic allocations. Please note that all 

information shown is based on qualitative analysis. Exclusive reliance on the above is not advised. This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise of 

future performance. Note that these asset class and strategy assumptions are passive only – they do not consider the impact of active management. References to future returns are not promises or even estimates of actual 

returns a client portfolio may achieve. Assumptions, opinions and estimates are provided for illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. Forecasts of financial 

market trends that are based on current market conditions constitute our judgment and are subject to change without notice. We believe the information provided here is reliable, but do not warrant its accuracy or 

completeness. This material has been prepared for information purposes only and is not intended to provide, and should not be relied on for, accounting, legal or tax advice. The outputs of the assumptions are provided for 

illustration/discussion purposes only and are subject to significant limitations. “Expected” or “alpha” return estimates are subject to uncertainty and error. For example, changes in the historical data from which it is estimated 

will result in different implications for asset class returns. Expected returns for each asset class are conditional on an economic scenario; actual returns in the event the scenario comes to pass could be higher or lower, as they 

have been in the past, so an investor should not expect to achieve returns similar to the outputs shown herein. References to future returns for either asset allocation strategies or asset classes are not promises of actual 

returns a client portfolio may achieve. Because of the inherent limitations of all models, potential investors should not rely exclusively on the model when making a decision. The model cannot account for the impact that 

economic, market, and other factors may have on the implementation and ongoing management of an actual investment portfolio. Unlike actual portfolio outcomes, the model outcomes do not reflect actual trading, liquidity 

constraints, fees, expenses, taxes and other factors that could impact the future returns. The model assumptions are passive only – they do not consider the impact of active management. A manager’s ability to achieve similar 

outcomes is subject to risk factors over which the manager may have no or limited control. The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment in any jurisdiction, nor is 

it a commitment from J.P. Morgan Asset Management or any of its subsidiaries to participate in any of the transactions mentioned herein. Any forecasts, figures, opinions or investment techniques and strategies set out are for 

information purposes only, based on certain assumptions and current market conditions and are subject to change without prior notice. All information presented herein is considered to be accurate at the time of production. 

This material does not contain sufficient information to support an investment decision and it should not be relied upon by you in evaluating the merits of investing in any securities or products. In addition, users should make 

an independent assessment of the legal, regulatory, tax, credit and accounting implications and determine, together with their own financial professional, if any investment mentioned herein is believed to be appropriate to their 

personal goals. Investors should ensure that they obtain all available relevant information before making any investment. It should be noted that investment involves risks, the value of investments and the income from them 

may fluctuate in accordance with market conditions and taxation agreements and investors may not get back the full amount invested. Both past performance and yield are not a reliable indicator of current and future results. 

J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide. To the extent permitted by applicable law, we may record telephone calls and monitor 

electronic communications to comply with our legal and regulatory obligations and internal policies. Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy 

policies at https://am.jpmorgan.com/global/privacy. This communication is issued by the following entities: In the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative Asset Management, Inc., 

both regulated by the Securities and Exchange Commission; in Latin America, for intended recipients’ use only, by local J.P. Morgan entities, as the case may be; in Canada, for institutional clients’ use only, by JPMorgan 

Asset Management (Canada) Inc., which is a registered Portfolio Manager and Exempt Market Dealer in all Canadian provinces and territories except the Yukon and is also registered as an Investment Fund Manager in British 

Columbia, Ontario, Quebec and Newfoundland and Labrador. In the United Kingdom, by JPMorgan Asset Management (UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European 

jurisdictions, by JPMorgan Asset Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in the respective jurisdictions in which they are primarily regulated: JPMorgan Asset Management 

(Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited, each of which is regulated by the Securities and Futures Commission of Hong Kong; JPMorgan Asset 

Management (Singapore) Limited (Co. Reg. No. 197601586K), this advertisement or publication has not been reviewed by the Monetary Authority of Singapore; JPMorgan Asset Management (Taiwan) Limited; JPMorgan 

Asset Management (Japan) Limited, which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, Type II Financial Instruments Firms Association and the Japan Securities 

Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local Finance Bureau (Financial Instruments Firm) No. 330”); in Australia, to wholesale clients only as defined in section 

761A and 761G of the Corporations Act 2001 (Commonwealth), by JPMorgan Asset Management (Australia) Limited (ABN 55143832080) (AFSL 376919). For U.S. only: If you are a person with a disability and need additional 

support in viewing the material, please call us at 1-800-343-1113 for assistance. Copyright 2021 JPMorgan Chase & Co. All rights reserved.

Material ID: 09zh212311085232


