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Relative to Q4 2025, our long-term outlook for fixed income assets has 
broadly improved across both sovereign and spread exposures: 
	• U.S. Aggregate Bonds: Revised to 4.7% from 4.6% last quarter. 
	• U.S. Long Treasury Bonds: Revised to 5.6% from 5.2% last quarter. 
	• U.S. High Yield Bonds: Revised to 4.8% from 4.3% last quarter. 

Given increased relative attractiveness of securitized credit and private credit, especially as corporate spreads continue to tighten, we 
broadened our capital market forecasts to include some of these asset classes. 

Chapter 1: Key forecast updates

Exhibit 1: 10 - Year Forecast Returns and Volatility

Our 10-year forecasts for equity markets declined modestly across regions 
as last quarter’s 3.3% gain in global equities weighed on valuations: 
	• U.S. Large-Cap Equities: Revised to 5.2% from 5.3% last quarter. 
	• International Equities ex-U.S.: Revised to 6.7% from 7.1% last quarter. 
	• Emerging Markets Equities: Revised to 7.5% from 8.1% last quarter. 

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future results. Source: PGIM as of 12/31/25. 

Illustrating the relationship between expected geometric return (y-axis) and expected volatility (x-axis), this scatter plot covers a range of asset classes over a 10-year 
forecast period. Asset classes plotted include: US Treasury Bonds, US Aggregate Bonds, US Investment Grade Bonds, US Equities, US Private Equity (Venture 
Capital and Buyout), US Private Real Estate (Core and Opportunistic) and others. Each asset class is represented by a distinct symbol and label. The 60/40 portfolio 
is highlighted. Higher return assets are generally associated with higher volatility. This is a summary of PGIM Quantitative Solutions Q1 2026 10-Year Capital Market 
Assumptions. Refer to the table on page 12 for complete details.
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KEY FORECAST UPDATES

Relative to Q4 2025, our long-term outlook for fixed income assets has 
broadly improved across both sovereign and spread exposures:
• U.S. Aggregate Bonds: Revised to 4.7% from 4.6% last quarter.
• U.S. Long Treasury Bonds: Revised to 5.6% from 5.2% last quarter.
• U.S. High Yield Bonds: Revised to 4.8% from 4.3% last quarter.

Our 10-year forecasts for equity markets declined modestly across regions 
as last quarter’s 3.3% gain in global equities weighed on valuations:
• U.S. Large-Cap Equities: Revised to 5.2% from 5.3% last quarter.
• International Equities ex-U.S.: Revised to 6.7% from 7.1% last quarter.
• Emerging Markets Equities: Revised to 7.5% from 8.1% last quarter.

Given increased relative attractiveness of securitized credit and private credit, especially as corporate spreads continue to tighten, we broadened our 
capital market forecasts to include some of these asset classes.

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future results. Source: PGIM as of 12/31/25.

Expected Volatility (%)

Fixed Income Equities Real Assets Private Assets 60/40 Portfolio



CHAPTER 02: OVERVIEW

Q4 2025 Developments Informing Our Long-Term Forecasts 
The global economy ended the year on a firm footing, despite continued policy uncertainty, 
primarily emanating from the U.S. Policy uncertainty in Q4 was centered on the U.S. 
government shutdown, spanning from the beginning of October through mid-November, 
which temporarily disrupted many government services, including a number of economic 
releases. 
Nevertheless, the available data suggest that economic activity and the labor market, 
especially when excluding government workers, remained resilient. U.S. real GDP grew 
over 4% quarter-over-quarter (annualized) in Q3, with the Atlanta Fed GDPNow Q4 
estimate exceeding 5% as of mid-January. Reflecting this strength, we slightly increased our 
10-year U.S. GDP growth forecast to approximately 2%, which remains close to the average 
following the Global Financial Crisis. 
Strength in the real side of the economy has also kept upward pressure on inflation. 
U.S. CPI ended December at 2.7% year-over-year, down from 3% at the end of Q3, but 
consistent with the average pace for 2025. Our 10-year U.S. inflation forecasts remain 
roughly unchanged at around 2.5% in this quarter’s Capital Market Assumptions (CMA’s). 
The Federal Reserve (Fed) continued its rate-cutting cycle in Q4, implementing two 
additional cuts after resuming the cycle in September, even as inflation remained elevated. 
However, the December meeting’s Summary of Economic Projections suggests a slower 
pace of rate cuts in 2026. As of this writing, tensions between the Trump administration and 
the Fed remain high. 

Central bank policies are diverging across global markets. The European Central Bank 
(ECB) has held the deposit facility rate at 2% since mid-2025. The ECB has been able to 
lower rates more aggressively than the Fed due to greater progress on inflation, with CPI 
returning to its 2% year-over-year target in December. 
In contrast, rising inflation and yen weakness prompted the Bank of Japan to raise its target 
rate by 25 bps to 0.75% in December, the second increase of 2025. Newly inaugurated 
Prime Minister Takaichi is pushing for more aggressive fiscal stimulus, which could provide 
near-term support for Japanese growth. Meanwhile, as Japanese inflation rises and 
the yen weakens, China is trending in the opposite direction, with falling inflation and a 
strengthening yuan. 
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OVERVIEW

Q4 2025 Developments Informing Our Long-Term Forecasts
The global economy ended the year on a firm footing, despite continued policy 
uncertainty, primarily emanating from the U.S. Policy uncertainty in Q4 was 
centered on the U.S. government shutdown, spanning from the beginning of 
October through mid-November, which temporarily disrupted many government 
services, including a number of economic releases.
Nevertheless, the available data suggest that economic activity and the labor 
market, especially when excluding government workers, remained resilient. U.S. 
real GDP grew over 4% quarter-over-quarter (annualized) in Q3, with the Atlanta 
Fed GDPNow Q4 estimate exceeding 5% as of mid-January. Reflecting this 
strength, we slightly increased our 10-year U.S. GDP growth forecast to 
approximately 2%, which remains close to the average following the Global 
Financial Crisis.
Strength in the real side of the economy has also kept upward pressure on inflation. 
U.S. CPI ended December at 2.7% year-over-year, down from 3% at the end of 
Q3, but consistent with the average pace for 2025. Our 10-year U.S. inflation 
forecasts remain roughly unchanged at around 2.5% in this quarter’s Capital 
Market Assumptions (CMAs). 

The Federal Reserve (Fed) continued its rate-cutting cycle in Q4, implementing two 
additional cuts after resuming the cycle in September, even as inflation remained 
elevated. However, the December meeting’s Summary of Economic Projections 
suggests a slower pace of rate cuts in 2026. As of this writing, tensions between the 
Trump administration and the Fed remain high.
Central bank policies are diverging across global markets. The European Central 
Bank (ECB) has held the deposit facility rate at 2% since mid-2025. The ECB has 
been able to lower rates more aggressively than the Fed due to greater progress on 
inflation, with CPI returning to its 2% year-over-year target in December. 
In contrast, rising inflation and yen weakness prompted the Bank of Japan to raise 
its target rate by 25 bps to 0.75% in December, the second increase of 2025. Newly 
inaugurated Prime Minister Takaichi is pushing for more aggressive fiscal stimulus, 
which could provide near-term support for Japanese growth. Meanwhile, as 
Japanese inflation rises and the yen weakens, China is trending in the opposite 
direction, with falling inflation and a strengthening yuan.



Investment Council Review of Primary Inputs

	• Including GDP Growth and Inflation Expectations 
	• Equilibrium Valuation and Real Interest Rates

Capital Market Return Expectations

	• Global and Integrated Across Regions 
	• Internally Consistent Across Assets 
	• Guided by Investment Council

Asset Class Specific Inputs Macro Inputs Economic Assumptions

Capital Market Assumptions Framework 
Our Capital Market Assumptions (CMA’s) underpin the long-run outlook for strategic 
allocations in certain strategies and multi-asset portfolios. They are the product of 
a highly systematic process for generating consistent projections across capital 
markets. 
CMA’s provide 10-year expectations for the most widely held equity, fixed income, 
and non-traditional asset classes, measuring both return and risk. The process 
for our CMA’s begins with evolving asset-class fundamentals and macroeconomic 
assumptions at the country level.

	• Current Equity Market Valuations 
	• Dividend Yields 
	• 10-year Treasury Yield Credit Spreads 
	• Credit Spreads

Shown for illustrative purposes only. Source: PGIM. As of 12/31/25.

	• GDP Growth 
	• GDP Potential and Inflation Forecasts

For each asset class, we decompose local return expectations into three broad 
categories: income, growth, and valuation adjustment. We also forecast relative 
currency adjustments for investors in different domiciles to allow for conversion to 
hedged or unhedged returns. Our core building blocks and final forecasts are reviewed 
at their component levels by an investment council of our most senior investment 
professionals. 

	• Future Real Interest Rate Forecasts 
	• Real Rates 
	• Future Valuation Forecasts 
	• GDP Growth 
	• Credit Spread Forecasts
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Capital Market Assumptions Framework
Our Capital Market Assumptions (CMAs) underpin the long-run outlook for 
strategic allocations in certain strategies and multi-asset portfolios. They are the 
product of a highly systematic process for generating consistent projections 
across capital markets.
CMAs provide 10-year expectations for the most widely held equity, fixed 
income, and non-traditional asset classes, measuring both return and risk. The 
process for our CMAs begins with evolving asset-class fundamentals and 
macroeconomic assumptions at the country level. 

For each asset class, we decompose local return expectations into three broad 
categories: income, growth, and valuation adjustment. We also forecast relative 
currency adjustments for investors in different domiciles to allow for conversion 
to hedged or unhedged returns. Our core building blocks and final forecasts are 
reviewed at their component levels by an investment council of our most senior 
investment professionals.

Asset Class Specific Inputs

• Current Equity Market Valuations 
• Dividend Yields 
• 10-year Treasury Yield Credit Spreads
• Credit Spreads

Macro Inputs

• GDP Growth
• GDP Potential and 

Inflation Forecasts

Economic Assumptions

• Future Real Interest Rate Forecasts
• Real Rates
• Future Valuation Forecasts
• GDP Growth
• Credit Spread Forecasts

Capital Market Return Expectations

• Global and Integrated Across Regions
• Internally Consistent Across Assets
• Guided by Investment Council

Investment Council Review of Primary Inputs

• Including GDP Growth and Inflation Expectations
• Equilibrium Valuation and Real Interest Rates

Shown for illustrative purposes only. Source: PGIM. As of 12/31/25.



Exhibit 3: Expected 10-Year Return for Hedged Global Aggregate Bonds

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future results. 
Source: PGIM as of 12/31/25.

Exhibit 2: Expected 10-Year Return for Global Equities 

Global Economic Outlook 
Forward-looking views for economic growth and inflation are among the most critical 
building blocks of our CMA’s. We currently compile these for 16 countries. Based on our 
forecasts, long-term real economic growth in developed economies over the next 10 
years is expected to continue to moderate, as it has for the last three decades. This is due 
to the limited growth of the labor force, which is constrained by domestic demographics 
and based on an assumption of no significant offset from improved productivity growth 
over the decade timeframe. 
Our forecasts for near-term economic growth and inflation are comparable to last 
quarter’s. We expect longer-term economic growth in developed economies to be led by 
Australia as well as other countries with younger populations and more liberal immigration 
policies. We anticipate growth to be slowest in Japan and parts of Western Europe, where 
the labor force is expected to contract further over the next decade. 

Inflation in Developed Markets is anticipated to moderate over the next 10 years relative 
to current levels, which still exceed most central bank targets. Our 10-year forecasts for 
Developed Market inflation range from a 2.8% annual rate in Australia to a low of 2.0% 
in the Eurozone. Emerging Markets, however, are expected to produce real economic 
growth and inflation at annualized rates of 3.2% and 2.4%, respectively, driven by 
younger populations and higher rates of return on capital than in Developed Markets. 

Evolution of Our Market Outlook 
During the decade leading up to 2017, rising valuation ratios and moderating expectations 
for Developed Market growth and inflation drove a steady decline in our long-term Capital 
Market Assumptions for Global Equities. These assumptions stabilized at historically low 
levels from 2017 onward. 

Declining equity markets in 2022 and an upward revision to our longer-run inflation 
expectations partially reversed this trend, moving forecasts temporarily higher. More 
recently, strong equity market returns from 2023 onward have again made valuations less 
attractive, reducing our equity forecasts to historically low levels. Our outlook for returns 
of Global Equities over the next 10 years is 5.8%, a decrease of 0.1% from our forecast of 
5.9% for the fourth quarter of 2025. 
Our Capital Market Assumptions for Global Fixed Income assets have moved materially 
higher over the past three years, coincident with the significant increase in global interest 
rates in response to heightened developed market inflation in 2021 and 2022. Moderating 

inflation in the U.S. and Europe has prompted a reduction in short-term interest rates 
over the past two years, though longer-term rates have held steady in a higher range, 
generally supporting our forward-looking global fixed income forecasts. 

A line chart titled “Expected 10 year return for global equities” shows a general decline in long term investment outlook from 2011 to 2025. This 
indicates diminishing long term growth prospects, which can impact investment strategies and future portfolio performance expectations.

A line graph shows the expected 10 year return for hedged global aggregate bonds from 2011 to 2025. After trending down from 3% to 
below 1% by 2020, the expected return sharply increased to over 5% in 2022, indicating a significantly improved investment outlook
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Global Economic Outlook
Forward-looking views for economic growth and inflation are among the most 
critical building blocks of our CMAs. We currently compile these for 16 countries. 
Based on our forecasts, long-term real economic growth in developed economies 
over the next 10 years is expected to continue to moderate, as it has for the last 
three decades. This is due to the limited growth of the labor force, which is 
constrained by domestic demographics and based on an assumption of no 
significant offset from improved productivity growth over the decade timeframe.
Our forecasts for near-term economic growth and inflation are comparable to last 
quarter’s. We expect longer-term economic growth in developed economies to be 
led by Australia as well as other countries with younger populations and more 
liberal immigration policies. We anticipate growth to be slowest in Japan and parts 
of Western Europe, where the labor force is expected to contract further over the 
next decade.

Inflation in Developed Markets is anticipated to moderate over the next 10 years 
relative to current levels, which still exceed most central bank targets. Our 10-year 
forecasts for Developed Market inflation range from a 2.8% annual rate in 
Australia to a low of 2.0% in the Eurozone. Emerging Markets, however, are 
expected to produce real economic growth and inflation at annualized rates of 
3.2% and 2.4%, respectively, driven by younger populations and higher rates of 
return on capital than in Developed Markets.

Evolution of Our Market Outlook
During the decade leading up to 2017, rising valuation ratios and moderating 
expectations for Developed Market growth and inflation drove a steady decline in 
our long-term Capital Market Assumptions for Global Equities. These assumptions 
stabilized at historically low levels from 2017 onward.

Declining equity markets in 2022 and an upward revision to our longer-run 
inflation expectations partially reversed this trend, moving forecasts temporarily 
higher. More recently, strong equity market returns from 2023 onward have again 
made valuations less attractive, reducing our equity forecasts to historically low 
levels. Our outlook for returns of Global Equities over the next 10 years is 5.8%, a 
decrease of 0.1% from our forecast of 5.9% for the fourth quarter of 2025.

Our Capital Market Assumptions for Global Fixed Income assets have moved 
materially higher over the past three years, coincident with the significant increase 
in global interest rates in response to heightened developed market inflation in 
2021 and 2022. Moderating inflation in the U.S. and Europe has prompted a 
reduction in short-term interest rates over the past two years, though longer-term 
rates have held steady in a higher range, generally supporting our forward-looking 
global fixed income forecasts.
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This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25.



For longer-maturity government bond returns, we forecast each 
country’s expected long-term slope to define a term structure 
of yields across their respective government yield curves. The 
forecast slope for each country is a function of forecast and 
potential real economic growth and will evolve countercyclically. 
When economic growth is forecast below potential, the slope of 
the yield curve is expected to be steeper (early cycle), whereas if 
growth is forecast to be closer to, or above, potential (late cycle), 
the yield curve is forecast to be flatter.

CHAPTER 03: ASSET CLASS FORECASTS

Exhibit 4: Interest Rates

Global Fixed Income Markets 
Long-term fixed income forecasts begin with our view of 10-year forward policy rates for 
each of the major Developed Market central banks. We derive expected policy rates for 
each central bank jurisdiction as a function of current and future equilibrium real interest 
rates, the expected GDP output gap over the next 10 years, and the expected rate of 
inflation.1 Our forecasts for short-term interest rates also incorporate a forward-looking 
central bank reaction function, placing less weight on current interest rate levels. While 
the 2010s were a period of low and stable short-term interest rates, the 2020s have 
been characterized by a much more volatile period for short-term rates as central banks 
responded to the pandemic and inflationary aftermath. 
Moreover, the volatility in short-term rates flows through to our assumptions about 
future rates, as elevated current rates tend to push our forecasts higher. Since our 
overall methodology takes a building block approach, this volatility also flows through 
to forecasts for other asset classes, making this a more forwardlooking approach that 
helps to stabilize our long-term forecasts. 
Our long-term forecasts for short-term interest rates are comparable to those for the 
fourth quarter of 2025. For the U.S., policy rates in 10 years are expected to be roughly 
40 basis points lower than the 3.6% policy rate midpoint that prevailed at the end of 
the fourth quarter of 2025 given our forward views of inflation and growth relative to 
potential. 
Our bond return forecasts are largely predicated on income and valuation factors. 
At a given maturity point, the forecast income return for a government bond will 
consist of the average expected coupon yield over the forecast horizon, as well as 
proceeds (losses) from bonds maturing to lower (higher) yields. Changes in yield at a 
given maturity point over the forecast horizon will determine the necessary valuation 
adjustment. If yields are forecast to rise (fall) over the next 10 years, the valuation 
adjustment will be negative (positive).

1 GDP-weighted Eurozone country average for European Central Bank. As of 12/31/25

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.

Country Current short term interest rates 
(%) (December 31, 2025)

Long term forecast of short 
interest rates (%)

United States 3.63 2.66

United Kingdom 3.89 2.31

Eurozone 1.82 1.84

Japan 0.58 1.86

Australia 4.14 3.17

Canada 2.20 2.51
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ASSET CLASS FORECASTS

Global Fixed Income Markets
Long-term fixed income forecasts begin with our view of 10-year forward policy 
rates for each of the major Developed Market central banks. We derive expected 
policy rates for each central bank jurisdiction as a function of current and future 
equilibrium real interest rates, the expected GDP output gap over the next 10 
years, and the expected rate of inflation.1 Our forecasts for short-term interest 
rates also incorporate a forward-looking central bank reaction function, placing 
less weight on current interest rate levels. While the 2010s were a period of low 
and stable short-term interest rates, the 2020s have been characterized by a much 
more volatile period for short-term rates as central banks responded to the 
pandemic and inflationary aftermath.
Moreover, the volatility in short-term rates flows through to our assumptions 
about future rates, as elevated current rates tend to push our forecasts higher. 
Since our overall methodology takes a building block approach, this volatility also 
flows through to forecasts for other asset classes, making this a more forward-
looking approach that helps to stabilize our long-term forecasts.
Our long-term forecasts for short-term interest rates are comparable to those for 
the fourth quarter of 2025. For the U.S., policy rates in 10 years are expected to 
be roughly 40 basis points lower than the 3.6% policy rate midpoint that 
prevailed at the end of the fourth quarter of 2025 given our forward views of 
inflation and growth relative to potential.
Our bond return forecasts are largely predicated on income and valuation factors. 
At a given maturity point, the forecast income return for a government bond will 
consist of the average expected coupon yield over the forecast horizon, as well as 
proceeds (losses) from bonds maturing to lower (higher) yields. Changes in yield 
at a given maturity point over the forecast horizon will determine the necessary 
valuation adjustment. If yields are forecast to rise (fall) over the next 10 years, the 
valuation adjustment will be negative (positive).

For longer-maturity government bond returns, we forecast each 
country’s expected long-term slope to define a term structure of 
yields across their respective government yield curves. The 
forecast slope for each country is a function of forecast and 
potential real economic growth and will evolve countercyclically. 
When economic growth is forecast below potential, the slope of 
the yield curve is expected to be steeper (early cycle), whereas if 
growth is forecast to be closer to, or above, potential (late cycle), 
the yield curve is forecast to be flatter.

1. GDP-weighted Eurozone country average for European Central Bank. As of 12/31/25

Country
Current Short-Term 
Interest Rates (%)

(Dec 31, 2025)

Long-Term Forecast of 
Short Interest Rates (%)

United States

United Kingdom

Eurozone

Japan

Australia

Canada

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.



 We calculate the expected returns for fixed income credit indexes 
to include any additional income expected from an average  credit 
spread yield over comparable government bonds, adjusted for 
expected default and downgrade losses over the forecast horizon. 
We then calculate the valuation adjustment for expected changes in 
spreads. Our long-run return forecasts for U.S. Investment Grade 
and U.S. High Yield Bonds are 5.1% and 4.8%, respectively.

Exhibit 5: Decomposition of Fixed Income Return 
Forecasts

U.S. 10-year Treasury yields at 4.2% were nearly unchanged in the fourth quarter of 
2025. Looking forward, yields for the Bloomberg U.S. Treasury Index are expected to 
decrease from current levels over the next 10 years, resulting in a positive valuation 
adjustment and an expected return of 4.5%. 
Unhedged Developed Market government bonds outside the U.S. are forecast to return 
somewhat less over the next decade, given lower initial yields. Long-run returns in 
Developed Market government bonds for a U.S. investor are forecast to be 4.4% on an 
unhedged basis and 4.8% on a hedged basis given the differentials in forecast short-term 
interest rates. 
Our long-term forecast for U.S. Aggregate Bonds is 4.7%, which includes an expected 
spread return of 0.1%. Our forecast for hedged Global Aggregate Bonds from a U.S. 
investor perspective is 4.6%, given similar assumptions for credit spreads and defaults, 
as well as gains from currency hedging, which partially offset lower starting levels for 
underlying government yields outside the U.S. For both U.S. Investment Grade and U.S. 
High Yield Bonds, spreads at the end of the first quarter of 2025 were considerably tighter 
than expected averages for the next 10 years. 
Beginning this quarter, in partnership with PGIM’s Strategic Capital Group, we are 
introducing additional 10-year Fixed Income forecasts for publicly traded Collateralized 
Loan Obligations (CLOs), SECURITIZED Asset Backed Securities (ABS), and 
Commercial Mortgage-Backed Securities (CMBS) as well as Non-Agency Residential 
Mortgage-Backed Securities (RMBS).2

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.

2Residential Mortgage: The expected return reflects loss-adjusted and option-adjusted spread of non-agency residential mortgage loans as of 12/31/2025. 
ABS: Reflects 12/31/25 spread relative to ICE BofA U.S. Fixed Rate ABS Index. 
CLO: Reflects 12/31/25 spread associated with a sample portfolio of public CLOs with credit quality ranging from AAA through A. 
CMBS: Reflects 12/31/25 spread associated with a sample portfolio of CMBS (including SASB, CRE CLO, Conduit and Agency) with credit quality ranging from AAA through BBB.
RMBS: Reflects 12/31/25 spread associated with a sample portfolio of non-agency RMBS with credit quality ranging from AAA through BBB.

Returns U S 
Treasury 
(%)

Global 
Treasuries 
Hedged (%)

U S 
Aggregate 
(%)

Global 
Aggregate 
Hedged 
(%)

U S 
Investment 
Grade (%)

U S High 
Yield (%)

Total 4.47 4.77 4.70 4.58 5.05 4.81

Benchmark Rate 
Income

4.20 4.12 4.58 4.03 4.67 3.99

Spread Income 0.00 0.00 0.27 0.27 0.67 1.37

Valuation Adjustment 0.27 0.19 -0.14 -0.17 -0.29 -0.56

Currency Hedging 
Return

0.00 0.44 0.00 0.44 0.00 0.00
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U.S. 10-year Treasury yields at 4.2% were nearly unchanged in the fourth quarter 
of 2025. Looking forward, yields for the Bloomberg U.S. Treasury Index are 
expected to decrease from current levels over the next 10 years, resulting in a 
positive valuation adjustment and an expected return of 4.5%.
Unhedged Developed Market government bonds outside the U.S. are forecast to 
return somewhat less over the next decade, given lower initial yields. Long-run 
returns in Developed Market government bonds for a U.S. investor are forecast to 
be 4.4% on an unhedged basis and 4.8% on a hedged basis given the differentials 
in forecast short-term interest rates.
Our long-term forecast for U.S. Aggregate Bonds is 4.7%, which includes an 
expected spread return of 0.1%. Our forecast for hedged Global Aggregate Bonds 
from a U.S. investor perspective is 4.6%, given similar assumptions for credit 
spreads and defaults, as well as gains from currency hedging, which partially offset 
lower starting levels for underlying government yields outside the U.S.. For both 
U.S. Investment Grade and U.S. High Yield Bonds, spreads at the end of the first 
quarter of 2025 were considerably tighter than expected averages for the next 10 
years.
Beginning this quarter, in partnership with PGIM’s Strategic Capital Group, we are 
introducing additional 10-year Fixed Income forecasts for publicly traded 
Collateralized Loan Obligations (CLOs), Securitized Asset Backed Securities (ABS), 
and Commercial Mortgage-Backed Securities (CMBS) as well as Non-Agency 
Residential Mortgage-Backed Securities (RMBS).2

We calculate the expected returns for fixed income credit indexes to 
include any additional income expected from an average  credit 
spread yield over comparable government bonds, adjusted for 
expected default and downgrade losses over the forecast horizon.
We then calculate the valuation adjustment for expected changes in 
spreads. Our long-run return forecasts for U.S. Investment Grade and 
U.S. High Yield Bonds are 5.1% and 4.8%, respectively.

Data in chart can be found in table below the chart.
This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.

2.  Residential Mortgage: The expected return reflects loss-adjusted and option-adjusted spread of non-agency residential mortgage loans as of 12/31/2025.
ABS: Reflects 12/31/25 spread relative to ICE BofA U.S. Fixed Rate ABS Index.
CLO: Reflects 12/31/25 spread associated with a sample portfolio of public CLOs with credit quality ranging from AAA through A.
CMBS: Reflects 12/31/25 spread associated with a sample portfolio of CMBS (including SASB, CRE CLO, Conduit and Agency) with credit quality ranging from AAA through BBB. 
RMBS: Reflects 12/31/25 spread associated with a sample portfolio of non-agency RMBS with credit quality ranging from AAA through BBB. 



For the growth component of our equity return forecasts, nominal GDP growth over the 
next 10 years is expected to approximate long-term nominal earnings growth for each 
equity market. We calculate this as the combined annualized rate of expected inflation 
plus real GDP growth. As noted earlier, our near-term growth and inflation expectations are 
similar to those from last quarter. Our 10-year forecast for U.S. real annualized GDP growth 
is now 1.9%, with 2.5% for inflation translating to an earnings growth component of 4.4%. 
While the impact of tariffs may elevate inflation over the next few quarters, over the longer 
term we anticipate inflation will continue to moderate to a level closer to the Fed target 
of 2%. For Developed Markets outside the U.S., our 10-year expectation for real GDP 
growth is 1.2%, while inflation is expected to average 2.2%. This assumption would provide 
nominal earnings growth of 3.4%. 
For Emerging Markets, higher nominal GDP growth relative to Developed Markets is 
expected to result in long-run nominal earnings growth of 5.7%. Among Developed 
Markets, the U.S. maintains a negative expected long-term valuation adjustment of -2.2% 
annually, attributable to still historically elevated valuation ratios. Developed equities 
outside the U.S., in contrast, are expected to have negligible valuation repricing given 
historical valuation ratios that are close to long-run averages. Emerging Market equities are 
currently viewed as fairly priced from a historical valuation perspective.

Exhibit 6: Decomposition of Global Equity Return 
Forecasts

Global Equity Markets 
All of our long-term asset class forecasts, including equities, are based on income, 
growth, and valuation considerations. 
Consistent with historical precedent, and assuming the continuation of current dividend 
taxation regimes, the U.S. equity market has a large share of expected income returns 
coming from share buybacks, equal to about 1.8% in our long-term forecasts. Outside 
the U.S., the expected impact of net buybacks in developed economies on long-term 
income returns is anticipated to be a much more modest 0.7%. For Emerging Markets, an 
expected drag on income returns from net share issuance is forecast at 0.3%.

This information is not intended as a recommendation to invest in any particular asset class or 
strategy. Forecasts may not be achieved, subject to change and are not a guarantee or reliable 
indicator of future results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. 
Shown for illustrative purposes.

To build the income component of our long-term equity forecasts, we calculate each 
country’s expected income contribution based on current and anticipated levels of 
dividend yield as well as the expected returns attributable to buyback activity (positive) or 
net positive share issuance (negative). 

returns U S 
Equities 
(%)

Developed Ex 
U S Equities 
Unhedged (%)

E M Equities 
Unhedged 
(%)

Global 
Equities 
Unhedged (%)

Total 5.21 6.74 7.52 5.78

Income 3.15 3.52 1.90 3.11

Real Earnings Growth 1.95 1.20 3.22 1.91

Inflation 2.46 2.18 2.43 2.40

Valuation Adjustment -2.25 -0.41 -0.04 -1.63

Currency 0.00 0.26 0.04 0.06
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Global Equity Markets
All of our long-term asset class forecasts, including equities, are based on income, 
growth, and valuation considerations.
Consistent with historical precedent, and assuming the continuation of current 
dividend taxation regimes, the U.S. equity market has a large share of expected 
income returns coming from share buybacks, equal to about 1.8% in our long-term 
forecasts. Outside the U.S., the expected impact of net buybacks in developed 
economies on long-term income returns is anticipated to be a much more modest 
0.7%. For Emerging Markets, an expected drag on income returns from net share 
issuance is forecast at 0.3%. 

ratios. Developed equities outside the U.S., in contrast, are expected to 
have negligible valuation repricing given historical valuation ratios that are 
close to long-run averages. Emerging Market equities are currently viewed 
as fairly priced from a historical valuation perspective.

To build the income component of our long-term equity forecasts, we 
calculate each country’s expected income contribution based on 
current and anticipated levels of dividend yield as well as the 
expected returns attributable to buyback activity (positive) or net 
positive share issuance (negative).

For the growth component of our equity return forecasts, nominal GDP growth 
over the next 10 years is expected to approximate long-term nominal earnings 
growth for each equity market. We calculate this as the combined annualized rate 
of expected inflation plus real GDP growth. As noted earlier, our near-term growth 
and inflation expectations are similar to those from last quarter. Our 10-year 
forecast for U.S. real annualized GDP growth is now 1.9%, with 2.5% for inflation 
translating to an earnings growth component of 4.4%. While the impact of tariffs 
may elevate inflation over the next few quarters, over the longer term we anticipate 
inflation will continue to moderate to a level closer to the Fed target of 2%. For 
Developed Markets outside the U.S., our 10-year expectation for real GDP growth 
is 1.2%, while inflation is expected to average 2.2%. This assumption would 
provide nominal earnings growth of 3.4%.
For Emerging Markets, higher nominal GDP growth relative to Developed 
Markets is expected to result in long-run nominal earnings growth of 5.7%. Among 
Developed Markets, the U.S. maintains a negative expected long-term valuation 
adjustment of -2.2% annually, attributable to still historically elevated valuation

Data in chart can be found in table below the chart.
This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of 
future results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative 
purposes.



Private Assets 
Our methodology for forecasting Buyout Equity, Venture Capital Equity and Mezzanine 
Debt ties the forecast outcomes of these assets to those of public market assets and 
assigns a premium consistent with historical empirical outcomes, acknowledging the 
underlying illiquidity and potential leverage employed in these asset classes relative to 
public market counterparts. Our forecasts for private Real Estate incorporate data from 
the NCRIEF Property Index (NPI) to determine yields and relative valuations in addition 
to linkages to forecast macroeconomic inputs. Investors in Private Assets must also 
evaluate cash flow considerations that may impact other liquid allocations in a multi-asset 
portfolio. For further reference about these considerations please see Shen et al. (2021).3 
Private equity funds that take a buyout strategy invest in equity ownership in mature 
companies, resulting in a change of control. These are typically large transactions that 
use leverage. Our 10-year annualized forecast for U.S. Buyout Private Equity is 6.9% 
versus a forecast of 5.2% for public U.S. Equities. Venture capital funds seek private 
equity stakes in startups and small- to medium-sized companies with strong growth 
potential. Our annualized 10-year forecast for U.S. Venture Capital Private Equity is 7.9% 
versus a forecast of 5.7% for public U.S. Small Cap Equities. 
Private mezzanine debt invests in loans that are subordinate to other debt in a firm’s 
capital structure and that are backed by little to no collateral. Our annualized forecast for 
U.S. Mezzanine Private Debt is 4.8%, which is identical to our current forecast for  U.S. 
High Yield Bonds. Given the increasing role of private 
infrastructure investments in institutional portfolios, we are now also producing a forecast 
for Global Private Infrastructure. Our annualized 10-year forecast for Global Private 
Infrastructure is 8.4% versus a forecast of 6.8% for Global Listed Infrastructure. Private 

real estate funds covered in the NPI for our forecasts include properties that have been 
acquired, at least in part, on behalf of tax-exempt institutional investors and held in a 
fiduciary environment. The property types allowed into the NPI are hotels, office buildings, 
industrial properties, apartments, and other retail-use properties. 
Allowed properties can be wholly owned or even jointly owned properties. Returns on 
investment are required to be reported without leverage. From the unlevered initial 
forecast, we then calculate a core real estate forecast to represent funds with 20% 
leverage and an opportunistic real estate forecast to represent funds with 40% leverage. 
Our forecasts for Core and Opportunistic Private Real Estate this quarter are 8.01% and 
9.6%, respectively. 
Beginning this quarter, in partnership with PGIM’s Strategic Capital Group, we are 
introducing additional 10-year private market forecasts for Private Placement Investment 
Grade Bonds and Private Residential Mortgages.4

3Shen et al. (2021), “Harnessing the Potential of Private Assets: A Framework for Institutional Portfolio Construction,” PGIM Institutional and Advisory Solutions. 
4Residential Mortgage: The expected return reflects loss-adjusted and option-adjusted spread of non-agency residential mortgage loans as of 12/31/2025. 

ABS: Reflects 12/31/25 spread relative to ICE BofA U.S. Fixed Rate ABS Index. 
CLO: Reflects 12/31/25 spread associated with a sample portfolio of public CLOs with credit quality ranging from AAA through A. 
CMBS: Reflects 12/31/25 spread associated with a sample portfolio of CMBS (including SASB, CRE CLO, Conduit and Agency) with credit quality ranging from AAA through BBB. 
RMBS: Reflects 12/31/25 spread associated with a sample portfolio of non-agency RMBS with credit quality ranging from AAA through BBB.
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Private Assets
Our methodology for forecasting Buyout Equity, Venture Capital Equity and 
Mezzanine Debt ties the forecast outcomes of these assets to those of public 
market assets and assigns a premium consistent with historical empirical outcomes, 
acknowledging the underlying illiquidity and potential leverage employed in these 
asset classes relative to public market counterparts. Our forecasts for private Real 
Estate incorporate data from the NCRIEF Property Index (NPI) to determine 
yields and relative valuations in addition to linkages to forecast macroeconomic 
inputs. Investors in Private Assets must also evaluate cash flow considerations that 
may impact other liquid allocations in a multi-asset portfolio. For further reference 
about these considerations please see Shen et al. (2021).3 Private equity funds that 
take a buyout strategy invest in equity ownership in mature companies, resulting in 
a change of control. These are typically large transactions that use leverage. Our 
10-year annualized forecast for U.S. Buyout Private Equity is 6.9% versus a 
forecast of 5.2% for public U.S. Equities. Venture capital funds seek private equity 
stakes in startups and small- to medium-sized companies with strong growth 
potential. Our annualized 10-year forecast for U.S. Venture Capital Private Equity 
is 7.9% versus a forecast of 5.7% for public U.S. Small Cap Equities.
Private mezzanine debt invests in loans that are subordinate to other debt in a 
firm’s capital structure and that are backed by little to no collateral. Our annualized 
forecast for U.S. Mezzanine Private Debt is 4.8%, which is identical to our current 
forecast for  U.S. High Yield Bonds. Given the increasing role of private

infrastructure investments in institutional portfolios, we are now also producing a 
forecast for Global Private Infrastructure. Our annualized 10-year forecast for 
Global Private Infrastructure is 8.4% versus a forecast of 6.8% for Global Listed 
Infrastructure. Private real estate funds covered in the NPI for our forecasts 
include properties that have been acquired, at least in part, on behalf of tax-exempt 
institutional investors and held in a fiduciary environment. The property types 
allowed into the NPI are hotels, office buildings, industrial properties, apartments, 
and other retail-use properties.
Allowed properties can be wholly owned or even jointly owned properties. Returns 
on investment are required to be reported without leverage. From the unlevered 
initial forecast, we then calculate a core real estate forecast to represent funds with 
20% leverage and an opportunistic real estate forecast to represent funds with 40% 
leverage. Our forecasts for Core and Opportunistic Private Real Estate this quarter 
are 8.01% and 9.6%, respectively.
Beginning this quarter, in partnership with PGIM’s Strategic Capital Group, we are 
introducing additional 10-year private market forecasts for Private Placement 
Investment Grade Bonds and Private Residential Mortgages.4

3.  Shen et al. (2021), “Harnessing the Potential of Private Assets: A Framework for Institutional Portfolio Construction,” PGIM Institutional and Advisory Solutions.
4.  Residential Mortgage: The expected return reflects loss-adjusted and option-adjusted spread of non-agency residential mortgage loans as of 12/31/2025.

ABS: Reflects 12/31/25 spread relative to ICE BofA U.S. Fixed Rate ABS Index.
CLO: Reflects 12/31/25 spread associated with a sample portfolio of public CLOs with credit quality ranging from AAA through A.
CMBS: Reflects 12/31/25 spread associated with a sample portfolio of CMBS (including SASB, CRE CLO, Conduit and Agency) with credit quality ranging from AAA through BBB. 
RMBS: Reflects 12/31/25 spread associated with a sample portfolio of non-agency RMBS with credit quality ranging from AAA through BBB. 



Exhibit 7: Decomposition of Real Asset Return 
Forecasts

Real Assets 
We group together Commodities, REITs, and TIPS as Real Assets in our Capital Market 
Assumptions. For U.S. TIPS, we assume that expected inflation and breakeven inflation 
converge over time, implying that the inflation risk premia and liquidity risk premia in 
TIPS offset one another. Under these assumptions, we forecast a long-term return 
from TIPS of 4.6%, which is somewhat above the expected return of U.S. Treasuries 
given the slightly higher duration of U.S. TIPS. Our forecast returns for U.S. and Global 
REITs include current and forecast dividend payments, expected appreciation linked to 
forecast price level changes, and a valuation adjustment based on current payout ratios. 
Our long-run forecasts for U.S. and Global REITs are 6.6% and 6.7%, respectively. Our 
long-run expected return for Commodities is 4.1%, reflecting a return on cash investment 
of 3.32%, assuming investment through liquid futures and a growth premium of 0.9%, 
consistent with historical spot returns over cash and a linkage to forecast inflation. 

Currency and Currency Hedging Returns 
Our long-term forecasts for currency returns and return to currency hedging are based on 
our forward views of local relative price levels and short-term policy rates. These views 
allow us to provide our long-term forecasts for a range of domiciles outside the U.S. Over 
the next 10 years we are forecasting generally negative returns for the U.S. dollar relative 
to Developed Market peers with outcomes ranging from an annualized loss of -0.3% 
for the Australian dollar to a gain of 1.3% for the Swiss franc. Forecast outcomes for 
Emerging Market currencies range from an expected loss of -2.0% for the Indian rupee 
to a gain of 0.8% for the Taiwan dollar. Long-term currency hedging returns against a 
market- weighted basket of Developed Market exposures are forecast to be net positive 
for U.S. investors as short-term interest rates are anticipated to be higher over the long 
term in the U.S. relative to the Eurozone and Japan.

This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.

returns TIPS (%) U S R E I T’s (%) Global R E I 
T’s (%)

Commodities 
(%)

Total 4.62 6.63 6.72 4.10

Income 4.21 4.38 4.43 3.19

Growth/Inflation 0.00 2.46 2.44 0.91

Valuation Adjustment 0.41 -0.21 -0.16 0.00

Currency 0.00 0.00 0.02 0.00
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Real Assets
We group together Commodities, REITs, and TIPS as Real Assets in our Capital 
Market Assumptions. For U.S. TIPS, we assume that expected inflation and break-
even inflation converge over time, implying that the inflation risk premia and 
liquidity risk premia in TIPS offset one another. Under these assumptions, we 
forecast a long-term return from TIPS of 4.6%, which is somewhat above the 
expected return of U.S. Treasuries given the slightly higher duration of U.S. TIPS. 
Our forecast returns for U.S. and Global REITs include current and forecast 
dividend payments, expected appreciation linked to forecast price level changes, 
and a valuation adjustment based on current payout ratios. Our long-run forecasts 
for U.S. and Global REITs are 6.6% and 6.7%, respectively. Our long-run 
expected return for Commodities is 4.1%, reflecting a return on cash investment of 
3.32%, assuming investment through liquid futures and a growth premium of 
0.9%, consistent with historical spot returns over cash and a linkage to forecast 
inflation.

Currency and Currency Hedging Returns
Our long-term forecasts for currency returns and return to currency hedging are 
based on our forward views of local relative price levels and short-term policy 
rates. These views allow us to provide our long-term forecasts for a range of 
domiciles outside the U.S. Over the next 10 years we are forecasting generally 
negative returns for the U.S. dollar relative to Developed Market peers with 
outcomes ranging from an annualized loss of -0.3% for the Australian dollar to a 
gain of 1.3% for the Swiss franc. Forecast outcomes for Emerging Market 
currencies range from an expected loss of -2.0% for the Indian rupee to a gain of 
0.8% for the Taiwan dollar. Long-term currency hedging returns against a market- 
weighted basket of Developed Market exposures are forecast to be net positive for 
U.S. investors as short-term interest rates are anticipated to be higher over the long 
term in the U.S. relative to the Eurozone and Japan.

Data in chart can be found in table below the chart.
This information is not intended as a recommendation to invest in any particular asset class or strategy. 
Forecasts may not be achieved, subject to change and are not a guarantee or reliable indicator of future 
results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.



Global 60/40 Portfolio 
Based on our long-term forecasts, a balanced portfolio of 60% Global Equities unhedged and 40% Global Aggregate Bonds hedged is forecast 
to return 5.7% annually over the next 10 years, a decrease of 0.1% from our forecast for the fourth quarter of 2025. 

Exhibit 8: Q1 2026 10-Year Capital Market Assumptions

This information is not intended as a recommendation to invest in any particular asset class or strategy. Forecasts may not be achieved, subject to change and are not a guaran-
tee or reliable indicator of future results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes

Residential Mortgage: The expected 
return reflects loss-adjusted and 
optionadjusted spread of non-agency 
residential mortgage loans as of 
12/31/2025. 
ABS: Reflects 12/31/25 spread relative to 
ICE BofA U.S. Fixed Rate ABS Index. 
CLO: Reflects 12/31/25 spread 
associated with a sample portfolio of 
public CLOs with credit quality ranging 
from AAA through A. 
CMBS: Reflects 12/31/25 spread 
associated with a sample portfolio of 
CMBS (including SASB, CRE CLO, 
Conduit and Agency) with credit quality 
ranging from AAA through BBB. 
RMBS: Reflects 12/31/25 spread 
associated with a sample portfolio of non-
agency RMBS with credit quality ranging 
from AAA through BBB.

Fixed Income: Asset Class Expected Geometric Return (%) Expected Arithmetic Return (%) Expected Volatility (%) Expected Sharpe Ratio 
Cash 3.19 N/A N/A N/A
U.S. Treasury Bonds 4.47 4.58 4.69 0.30
U.S. Long Treasury 5.57 6.15 10.74 0.28
Global Treasury Bonds Hedged 4.77 4.83 3.41 0.48
U.S. Aggregate Bonds 4.70 4.86 5.61 0.30
Global Aggregate Bonds Hedged 4.58 4.76 5.85 0.27
U.S. Investment Grade Bonds 5.05 5.28 6.74 0.31
U.S. High Yield Bonds 4.81 5.15 8.33 0.24
Public CLO 4.79 4.91 4.92 0.35
U.S. SECURITIZED - ABS 5.17 5.36 6.21 0.35
U.S. SECURITIZED - CMBS 5.92 6.32 8.91 0.35
U.S. SECURITIZED - RMBS - Non-Agency 5.92 6.20 7.53 0.40
U.S. TIPS 4.62 4.77 5.62 0.28

Equities: Asset Class Expected Geometric Return (%) Expected Arithmetic Return (%) Expected Volatility (%) Expected Sharpe Ratio 
U.S. Equities 5.21 6.37 15.18 0.21
U.S. Small Cap 5.71 7.66 19.72 0.23
UK Equities Unhedged 7.24 8.81 17.74 0.32
Europe ex-UK Equities Unhedged 6.41 7.84 16.94 0.27
Japan Equities Unhedged 6.77 8.79 20.10 0.28
Developed International ex-U.S. Equities Unhedged 6.74 7.99 15.79 0.30
E M Equities Unhedged 7.52 10.17 23.01 0.30
Global Equities Unhedged 5.78 7.78 20.04 0.23

Real Assets: Asset Class Expected Geometric Return (%) Expected Arithmetic Return (%) Expected Volatility (%) Expected Sharpe Ratio 
U.S. R E I T’s 6.63 8.17 17.58 0.28
Developed R E I T’s Unhedged 6.72 8.95 21.09 0.27
Commodities 4.10 5.13 14.38 0.14

Private Assets: Asset Class Expected Geometric Return (%) Expected Arithmetic Return (%) Expected Volatility (%) Expected Sharpe Ratio 
U.S. Private Real Estate - Core 8.04 9.10 14.57 0.41
U.S. Private Real Estate - Opportunistic 9.55 11.40 19.24 0.43
Residential Mortgages - Private 6.07 6.39 7.99 0.40
Private Placement (IG) 5.60 5.82 6.56 0.40
U.S. Private Debt - Mezzanine 4.77 5.36 10.85 0.20
U.S. Private Equity - Buyout 6.86 8.78 19.58 0.29
U.S. Private Equity - Venture Capital 7.95 11.16 25.35 0.31
Global Private Infrastructure 8.38 9.83 17.03 0.39

Asset class Expected Geometric Return (%) Expected Arithmetic Return (%) Expected Volatility (%) Expected Sharpe Ratio 
60/40 portfolio 5.71 6.57 13.18 0.26
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Global 60/40 Portfolio
Based on our long-term forecasts, a balanced portfolio of 60% Global Equities unhedged and 40% Global Aggregate Bonds hedged is 
forecast to return 5.7% annually over the next 10 years, a decrease of 0.1% from our forecast for the fourth quarter of 2025.

Exhibit 8: Q1 2026 10-Year Capital Market Assumptions

Asset Class Expected Geometric 
Return (%)

Expected Arithmetic 
Return (%)

Expected  
Volatility (%)

Expected Sharpe 
Ratio

Fi
xe

d 
In

co
m

e

Cash 3.19 -- -- --

U.S. Treasury Bonds 4.47 4.58 4.69 0.30

U.S. Long Treasury 5.57 6.15 10.74 0.28

Global Treasury Bonds Hedged 4.77 4.83 3.41 0.48

U.S. Aggregate Bonds 4.70 4.86 5.61 0.30

Global Aggregate Bonds Hedged 4.58 4.76 5.85 0.27

U.S. Investment Grade Bonds 5.05 5.28 6.74 0.31

U.S. High Yield Bonds 4.81 5.15 8.33 0.24

Public CLO 4.79 4.91 4.92 0.35

U.S. Securitized - ABS 5.17 5.36 6.21 0.35

U.S. Securitized - CMBS 5.92 6.32 8.91 0.35

U.S. Securitized - RMBS - Non-Agency 5.92 6.20 7.53 0.40

U.S. TIPS 4.62 4.77 5.62 0.28

Eq
ui

tie
s

U.S. Equities 5.21 6.37 15.18 0.21

U.S. Small Cap 5.71 7.66 19.72 0.23

UK Equities Unhedged 7.24 8.81 17.74 0.32

Europe ex-UK Equities Unhedged 6.41 7.84 16.94 0.27

Japan Equities Unhedged 6.77 8.79 20.10 0.28

Developed International ex-U.S. Equities Unhedged 6.74 7.99 15.79 0.30

EM Equities Unhedged 7.52 10.17 23.01 0.30

Global Equities Unhedged 5.78 7.78 20.04 0.23

Re
al

 
As

se
ts U.S. REITs 6.63 8.17 17.58 0.28

Developed REITs Unhedged 6.72 8.95 21.09 0.27

Commodities 4.10 5.13 14.38 0.14

Pr
iva

te
 A

ss
et

s

U.S. Private Real Estate - Core 8.04 9.10 14.57 0.41

U.S. Private Real Estate - Opportunistic 9.55 11.40 19.24 0.43

Residential Mortgages - Private 6.07 6.39 7.99 0.40

Private Placement (IG) 5.60 5.82 6.56 0.40

U.S. Private Debt - Mezzanine 4.77 5.36 10.85 0.20

U.S. Private Equity - Buyout 6.86 8.78 19.58 0.29

U.S. Private Equity - Venture Capital 7.95 11.16 25.35 0.31

Global Private Infrastructure 8.38 9.83 17.03 0.39

60/40 Portfolio 5.71 6.57 13.18 0.26

Residential Mortgage: The expected 
return reflects loss-adjusted and option-
adjusted spread of non-agency 
residential mortgage loans as of 
12/31/2025.
ABS: Reflects 12/31/25 spread relative 
to ICE BofA U.S. Fixed Rate ABS Index.
CLO: Reflects 12/31/25 spread 
associated with a sample portfolio of 
public CLOs with credit quality ranging 
from AAA through A.
CMBS: Reflects 12/31/25 spread 
associated with a sample portfolio of 
CMBS (including SASB, CRE CLO, 
Conduit and Agency) with credit quality 
ranging from AAA through BBB. 
RMBS: Reflects 12/31/25 spread 
associated with a sample portfolio of 
non-agency RMBS with credit quality 
ranging from AAA through BBB. 

This information is not intended as a recommendation to invest in any particular asset class or strategy. Forecasts may not be achieved, subject to change and are not a 
guarantee or reliable indicator of future results. Source: PGIM as of 12/31/25. Expected returns are gross of fees. Shown for illustrative purposes.



Source(s) of data (unless otherwise noted): PGIM as of January 2026. 
All investments involve risk, including the possible loss of capital. Past performance is nor a guarantee or a reliable indicator of future results. 
PGIM is the principal asset management business of Prudential Financial, Inc. and a trading name of PGIM, Inc. and its global subsidiaries and affiliates. PGIM, Inc. is an investment adviser registered with the U.S. Securities and 
Exchange Commission (the “SEC”), and is a Prudential Financial, Inc. (“PFI”) company. Registration with the SEC as an investment adviser does not imply a certain level or skill or training.  PFI of the United States is not affiliated in 
any manner with Prudential plc, incorporated in the United Kingdom or with Prudential Assurance Company, a subsidiary of M&G plc, incorporated in the United Kingdom. Prudential, PGIM, their respective logos and the Rock symbol 
are service marks of PFI and its related entities, registered in many jurisdictions worldwide. 
These materials are for informational or educational purposes. The information is not intended as investment advice and is not a recommendation about managing or investing assets. In providing these materials, PGIM is not 
acting as your fiduciary. Clients seeking information regarding their particular investment needs should contact their financial professional. 
This document may contain confidential information and the recipient hereof agrees to maintain the confidentiality of such information. Distribution of this information to any person other than the person to whom it was originally 
delivered and to such person’s advisers is unauthorized, and any reproduction of this document, in whole or in part, or the divulgence of any of its contents, without PGIM’s prior written consent, is prohibited. This document contains 
the current opinions of the manager and such opinions are subject to change. Certain information in this document has been obtained from sources that PGIM believes to be reliable as of the date presented; however, PGIM cannot 
guarantee the accuracy of such information, assure its completeness, or warrant such information will not be changed. The information contained herein is current as of the date of issuance (or such earlier date as referenced herein) 
and is subject to change without notice. PGIM has no obligation to update any or all such information; nor do we make any express or implied warranties or representations as to its completeness or accuracy. Any information presented 
regarding the affiliates of PGIM is presented purely to facilitate an organizational overview and is not a solicitation on behalf of any affiliate. 
These materials are not intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument or any investment management services. These materials do not constitute investment 
advice and should not be used as the basis for any investment decision. 
These materials do not take into account individual client circumstances, objectives or needs. No determination has been made regarding the suitability of any securities, financial instruments or strategies for particular clients or 
prospects. The information contained herein is provided on the basis and subject to the explanations, caveats and warnings set out in this notice and elsewhere herein. Any discussion of risk management is intended to describe 
PGIM’s efforts to monitor and manage risk but does not imply low risk. No risk management technique can guarantee the mitigation or elimination of risk in any market environment. Any risk metrics or portfolio characteristics provided 
are not, and should not be construed as, the past or projected performance of the strategy presented or any investment, which will be impacted by a number of factors not reflected herein. These materials do not purport to provide 
any legal, tax or accounting advice. These materials are not intended for distribution to or use by any person in any jurisdiction where such distribution would be contrary to local law or regulation. 
Any financial indices referenced herein as benchmarks are provided for informational purposes only. The use of benchmarks has limitations because portfolio holdings and characteristics will differ from those of the benchmark(s), and 
such differences may be material. You cannot make a direct investment in an index. Factors affecting portfolio performance that do not affect benchmark performance may include portfolio rebalancing, the timing of cash flows, credit 
quality, diversification, and differences in volatility. In addition, financial indices do not reflect the impact of fees, applicable taxes or trading costs which reduce returns. Unless otherwise noted, financial indices assume reinvestment 
of dividends. 
Any forecasts, estimates and certain information contained herein are based upon proprietary research and should not be interpreted as investment advice, as an offer or solicitation, nor as the purchase or sale of any financial 
instrument. Forecasts and estimates have certain inherent limitations, and unlike an actual performance record, do not reflect actual trading, liquidity constraints, fee. These materials are not intended as an offer or solicitation with 
respect to the purchase or sale of any security or other financial instrument or any investment management services and should not be used as the basis for any investment decision.  PGIM and its affiliates may make investment 
decisions that are inconsistent with the recommendations or views expressed herein, including for proprietary accounts of PGIM or its affiliates. 
Any performance targets contained herein are subject to revision by PGIM and are provided solely as a guide to current expectations. There can be no assurance that any product or strategy described herein will achieve any 
targets or that there will be any return of capital. 
Target annualized excess returns are presented on both a gross and net basis solely for the purpose of detailing the anticipated risk and reward characteristics of the strategy in order to facilitate comparisons with other investment 
types.  Gross targets do not reflect the deduction of fees and other expenses to be borne by accounts using the strategy, which will reduce returns and, in the aggregate, may be substantial.  Net targets reflect the deduction of model 
fees and expenses equal to the highest fees borne by a portfolio utilizing the strategy. The target returns presented herein are not a prediction, projection, expectation or guarantee of future performance. There are significant risks 
and limitations in using target returns, including targets that are based upon assumptions regarding future events and situations, which may prove not to be accurate or may not materialize. Further, the target returns stated herein 
are based on an assumption that economic, market and other conditions will not deteriorate and, in some cases, will improve. The target returns are also based on models, estimates and assumptions about performance believed 
to be reasonable under the circumstances, but actual returns of the strategy and its investments will depend on, among other factors, the ability to consummate attractive investments, future operating results, the value of the assets 
and market conditions at the time of disposition, any related transaction costs and the timing and manner of sale, all of which may differ from the assumptions and circumstances on which the targeted returns are based.  PGIM 
believes that the target returns for the strategy and each investment type reflect in part a measure of the risk PGIM will be taking with respect to the strategy and investments in that investment type. There can be no assurance that 
any investments, any of the investment types or the strategy will achieve comparable returns to those targeted herein or that PGIM will be able to implement its investment strategy and investment approach or achieve its investment 
objectives. Target returns do not take into account cash flows into and out of the portfolio, as well as other factors, which could have an impact on actual performance of a client utilizing the strategy. Accordingly, target returns should 
not be used as a primary basis for an investor’s decision to invest in the strategy.

Source(s) of data (unless otherwise noted): PGIM as of January 2026.
All investments involve risk, including the possible loss of capital. Past performance is nor a guarantee or a reliable indicator of future results.
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service marks of PFI and its related entities, registered in many jurisdictions worldwide.
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Tracking Error (TE) ) is one possible measurement of the dispersion of a portfolio’s returns from its stated benchmark; it is the standard deviation of such excess returns. TE figures are representations of statistical expectations 
falling 
within “normal” distributions of return patterns. Normal statistical distributions of returns suggests that approximately two thirds of the time the annual gross returns of the accounts will lie in a range equal to the benchmark return plus 
or minus the TE if the market behaves in a manner suggested by historical returns. Targeted TE therefore applies statistical probabilities (and the language of uncertainty) and so cannot be predictive of actual results. In addition, past 
tracking error is not indicative of future TE and there can be no assurance that the TE actually reflected in your accounts will be at levels either specified in the investment objectives or suggested by our forecasts. 
In the United Kingdom, information is issued by PGIM Limited with registered office at Grand Buildings, 1-3 Strand, Trafalgar Square, London, WC2N 5HR, which is authorised and regulated by the Financial Conduct Authority (“FCA”) 
of the United Kingdom (Reference No. 193418). In the European Economic Area (“EEA”), information may be issued by PGIM Investments (Ireland) Limited, PGIM Netherlands B.V. or PGIM Limited depending on the jurisdiction. PGIM 
Investments (Ireland) Limited, with registered office at 2nd Floor, 5 Earlsfort Terrace, Dublin 2, Ireland, is authorised and regulated by the Central Bank of Ireland (Reference No. C470709) and operates on the basis of a European 
passport and through its branches in Italy, Germany and the Netherlands. PGIM Netherlands B.V., with registered office at Eduard van Beinumstraat 6, 1077CZ, Amsterdam, The Netherlands, is authorised by the Autoriteit Financiële 
Markten (“AFM”) in the Netherlands (Registration No. 15003620) and operates on the basis of a European passport. In certain EEA countries, information is, where permitted, presented by PGIM Limited in reliance on provisions, 
exemptions or licenses available to PGIM Limited including those available under temporary permission arrangements following the exit of the United Kingdom from the European Union. This information is issued by PGIM Limited, 
PGIM Investments (Ireland) Limited and/or PGIM Netherlands B.V. to persons in the UK who are professional clients as defined under the rules of the FCA and/or to persons in the EEA who are professional clients as defined in the 
relevant local implementation of Directive 2014/65/EU (MiFID II). In Switzerland, information is issued by PGIM Limited, through its representative office in Zurich with registered office at Limmatquai 4, 8001 Zürich, Switzerland, which 
is authorised and regulated by the Swiss Financial Market Supervisory Authority (“FINMA”). This information is issued to persons in Switzerland who are professional or institutional clients within the meaning of Art.4 para 3 and 4 
FinSA. In certain countries in Singapore, information is presented by PGIM (Singapore) Pte. Ltd., a regulated entity with the Monetary Authority of Singapore under a Capital Markets Services License to conduct fund management and 
an exempt financial adviser.  In Japan, information is presented by PGIM Japan Co. Ltd., registered investment adviser with the Japanese Financial Services Agency. In South Korea, information is presented by PGIM, Inc., which is 
licensed to provide discretionary investment management services directly to South Korean investors. In Hong Kong, information is provided by PGIM (Hong Kong) Limited, a regulated entity with the Securities & Futures Commission 
in Hong Kong to professional investors as defined in Section 1 of Part 1 of Schedule 1 of the Securities and Futures Ordinance (Cap.571). In Australia, information is issued by PGIM (Australia) Pty Ltd (“PGIM Australia”) for the general 
information of its wholesale clients (as defined in the Corporations Act 2001). PGIM Australia is an Australian financial services (“AFS”) licence holder (AFS licence number 544946). In Canada, pursuant to the international adviser 
registration exemption in National Instrument 31-103, PGIM, Inc. is informing you that: (1) PGIM, Inc. is not registered in Canada and is advising you in reliance upon an exemption from the adviser registration requirement under 
National Instrument 31-103; (2) PGIM, Inc.’s jurisdiction of residence is New Jersey, U.S.A.; (3) there may be difficulty enforcing legal rights against PGIM, Inc. because it is resident outside of Canada and all or substantially all of its 
assets may be situated outside of Canada; and (4) the name and address of the agent for service of process of PGIM, Inc. in the applicable Provinces of Canada are as follows: in Québec: Borden Ladner Gervais LLP, 1000 de La 
Gauchetière Street West, Suite 900 Montréal, QC H3B 5H4; in British Columbia: Borden Ladner Gervais LLP, 1200 Waterfront Centre, 200 Burrard Street, Vancouver, BC V7X 1T2; in Ontario: Borden Ladner Gervais LLP, 22 Adelaide 
Street West, Suite 3400, Toronto, ON M5H 4E3; in Nova Scotia: Cox & Palmer, Q.C., 1100 Purdy’s Wharf Tower One, 1959 Upper Water Street, P.O. Box 2380 -Stn Central RPO, Halifax, NS B3J 3E5; in Alberta: Borden Ladner Gervais 
LLP, 530 Third Avenue S.W., Calgary, AB T2P R3. 
Conflicts of Interest: Key research team staff may be participating voting members of certain PGIM fund and/or product investment committees with respect to decisions made on underlying investments or transactions. In addition, 
research personnel may receive incentive compensation based upon the overall performance of the organization itself and certain investment funds or products. At the date of issue, PGIM and/or subsidiaries and affiliates may 
be buying, selling, or holding significant positions in real estate, including publicly traded real estate securities. PGIM subsidiaries and affiliates may develop and publish research that is independent of, and different than, the 
recommendations contained herein. PGIM personnel other than the author(s), such as sales, marketing and trading personnel, may provide oral or written market commentary or ideas to PGIM’s clients or prospects or proprietary 
investment ideas that differ from the views expressed herein. Additional information regarding actual and potential conflicts of interest is available in Part 2 of PGIM’s Form ADV. 
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