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At Barclays Private Bank, we ensure a periodic review 
of Capital Market Assumptions (CMA) and Strategic 
Asset Allocation (SAA) to ensure that our long-
term investment process reflects our investment 
thinking and to help optimise a client’s overall portfolio 
performance.

This document provides an overview of our outlook 
for key macroeconomic drivers and the performance 
of asset classes beyond the typical one-year outlook. 
Our long-term views cover an investment horizon 
from 2021 to 2026. Additionally, we summarise the 
key SAA changes in discretionary mandates. 

>
For Accredited Investors in Singapore.
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Focusing on  
the long run

We help our clients with their long-
term investment goals through a 
structured and disciplined investment 
process. This journey starts by 
understanding their investment needs 
and objectives – such as liquidity, 
lifestyle and aspirational goals – as well 
as their risk tolerance and capacity for 
loss.

SAA is the bedrock of our investment 
process, and it represents the 
preferred long-term positioning in 
a range of asset classes. The SAA 
design is guided by our investment 
philosophy, which revolves around 
the principles of long-term investing, 
wealth preservation, international 
multi-asset class diversification, and 
an optimal risk-return trade-off. 

A good asset allocation requires 
reliable estimates of future return 
and risk. To this end, our CMA 
represent forward-looking estimates 
of expected returns, volatilities, and 
correlations over the next five years 
for a number of asset classes, such 
as bonds, equities, commodities, real 
estate, hedge funds, foreign exchange, 
and private markets. 

Economic recovery  
at different speeds

Starting with the macroeconomic 
backdrop, we expect the next five 
years to be characterised by economic 
recoveries over different time periods. 
We believe that economies, such 
as the US, that have experienced 
aggressive economic and monetary 
policy stimulus, will reach their pre-
pandemic growth trajectories in 2022. 
At that stage, the baton will pass from 
government to private demand sooner 
than for countries administering 
stimulus more cautiously. In the 
Eurozone, pre-pandemic trend output 
is expected to be reached in 2023. 

For many countries where policy 
responses (to the pandemic impact) 
have been less pronounced, and 
the path to a full reopening of the 
economy is more shrouded in 
uncertainty, the journey to the pre-
pandemic growth trajectory may 
outlast our CMA horizon.



Capital Markets Assumptions and Strategic Asset Allocation 2021 Introduction           Focusing on the long run           Economic recovery           Inflation           Cash           Fixed income           Equities           Real assets

Page 4< >

Inflation on average 
higher than before

The sheer amount of stimulus 
employed by the US government and 
central bank has sped up the recovery 
to the extent that inflationary wage 
pressure is already a hot topic only 
one year after the trough of the crisis. 
We believe that increased upward 
wage pressure, in combination with 
other inflation-positive drivers, will lift 
inflation levels over the next five years 
across all economies relative to that 
seen in the previous five years. 

These additional drivers include a rush 
to secure access to natural resources 
that are key to the transition towards 
greener economies, elevated levels of 
sovereign debt, as well as an increased 
tolerance towards inflation, in light of 
leading central banks adjusting targets 
to longer-term averages.
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Cash rates do not 
compensate for inflation

The different pace of the labour 
market recovery and levels of 
inflationary pressure will likely lead 
to diverging hiking cycles for interest 
rates. We expect the US Federal 
Reserve and the Bank of England 
to commence the rate-hike cycle in 
2022, and conclude the cycle by 2026. 
However, the European Central Bank 
as well as the Swiss National Bank 
are expected to hike at a later stage, 
remaining far from the end of the cycle 
by the conclusion of our CMA horizon. 

Long-term real cash returns are 
expected to be negative for all CMA 
currencies. This continues the struggle 
of employing cash as a means of 
merely preserving value in portfolios. 
Consequently, we slightly reduced the 
allocation to cash in our SAA.

BARCLAYS PRIVATE BANK CMA RETURN AND RISK PROJECTIONS 2021-2026

-4

0

4

8

12

16

20

24

-2

0

2

4

6

8

10

12

Ca
sh

 C
H

F

Ca
sh

 E
UR

Ca
sh

 G
BP

Ca
sh

 U
SD

Sw
is

s 
G

ov
er

nm
en

t B
on

ds

Eu
ro

 G
ov

er
nm

en
t B

on
ds

U
K 

G
ov

er
nm

en
t B

on
ds

U
S 

G
ov

er
nm

en
t B

on
ds

D
ev

el
op

ed
 G

ov
er

nm
en

t B
on

ds

Sw
is

s 
In

ve
st

m
en

t G
ra

de
 B

on
ds

Eu
ro

 In
ve

st
m

en
t G

ra
de

 B
on

ds

U
K 

In
ve

st
m

en
t G

ra
de

 B
on

ds

D
ev

el
op

ed
 In

ve
st

m
en

t G
ra

de
 B

on
ds

U
S 

In
ve

st
m

en
t G

ra
de

 B
on

ds

Eu
ro

 H
ig

h 
Yi

el
d 

Bo
nd

s

U
S 

H
ig

h 
Yi

el
d 

Bo
nd

s

EM
 L

oc
al

 C
ur

re
nc

y 
Bo

nd
s

EM
 H

ar
d 

C
ur

re
nc

y 
Bo

nd
s

G
lo

ba
l H

ig
h 

Yi
el

d 
Bo

nd
s

Pr
iv

at
e 

D
eb

t

Eu
ro

 E
qu

iti
es

Sw
is

s 
Eq

ui
ti

es

U
S 

Eq
ui

tie
s

D
ev

el
op

ed
 E

qu
iti

es

U
K 

Eq
ui

tie
s

EM
 E

qu
iti

es

Pr
iv

at
e 

Eq
ui

ty

Co
m

m
od

iti
es

D
ev

el
op

ed
 R

EI
Ts

D
ire

ct
 R

ea
l E

st
at

e

H
FR

X 
G

lo
ba

l H
ed

ge
 Fu

nd
s

H
FR

I F
un

d W
ei

gh
te

d I
nd

ex

CH
FU

SD

EU
RU

SD

G
BP

U
SD

Expected arithmetic return Expected volatility (r.h.s.)

Source: Barclays Private Bank, November 2021. Forecasts are not a reliable indicator of future performance. The value of investments can fall as well as rise and you may get back less than you invested.

Ex
pe

ct
ed

 a
rit

hm
et

ic
 re

tu
rn

 (%
)

Ex
pe

ct
ed

 vo
la

til
ity

 (%
)



Capital Markets Assumptions and Strategic Asset Allocation 2021 Introduction           Focusing on the long run           Economic recovery           Inflation           Cash           Fixed income           Equities           Real assets

Equities: supported by growth and 
up when inflation is elevated

Given our expectations for above-trend growth 
paired with a regime of moderately higher 
inflation, earnings growth is the main driver of 
our equity return projections. 

While dividends and net buyback yields have 
come under pressure lately, we expect them to 
slowly revert to their longer-term averages, as 
the recovery evolves and companies face less 
uncertainty with regards to their cash flows. 
Valuations should turn into a moderate headwind, 
as we expect a gradual multiple contraction over 
the course of the CMA horizon. 

In our view, with potential returns ranging from 
4.5% to 9% depending on the market, this 
makes equities an attractive asset class during a 
cyclical upswing. Therefore, we have moderately 
increased our allocation to developed market 
equities to reflect our five-year outlook.

Fixed income: nominal assets in a 
rising inflation environment

Low interest rates, and our expectation of 
relatively elevated inflation rates and a fresh 
hiking cycle, make investing in fixed income 
more challenging, thus demanding increased 
selectivity. 

For high-quality bonds, yields are typically the 
main driver of returns over a long investment 
horizon. As such, differences in the expected 
speed of interest rate hikes drive our return 
expectations for the various markets. We expect 
developed market bonds to return on average 
between 1.0 and 2.0% from 2021 to 2026.

However, government bonds represent an 
important portfolio diversifier and they usually 
outperform investment grade bonds in risk-off 
environments. In a multi-asset class context, 
when equity allocation is increased (see chart on 
p.7), a small increase in government bonds at the 
expense of investment grade bonds improves 
risk-adjusted portfolio returns. This is reflected in 
our new SAA.

High yield and emerging market bonds can 
support returns in debt, but their relative 
attractiveness has slipped compared to previous 
years. Spread levels are low by historical 
standards, driven by ample liquidity in the market. 
When, as we expect, this liquidity gradually drains 
away, we believe that the growth impulse will be 
enough to keep a lid on these spreads. For this 
reason, we have slightly decreased the allocation 
to high yield and emerging market bonds in our 
discretionary mandates.

>Page 6<
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Real assets thrive 
with inflation

Our expectations for commodity 
returns are mainly driven by expected 
changes in valuation. Even though 
prices have increased considerably 
lately, we believe that commodity 
prices can go higher. 

One short-to-medium term driver 
may be the promised transition to 
greener economies, that has the 
potential to support demand for 
several commodities. Moreover, 
industrial metals and energy tend 
to perform well in cyclical upswings. 
Additionally, precious metals are one 
of the few asset classes that thrive 
when inflation is sustained at a high 
level for a long period of time. While 
this is not our base case, the likelihood 
has certainly increased compared 
to the pre-pandemic economy. 
Overall, we have slightly increased the 
allocation to commodities in our SAA.

In a liquid portfolio, the only real estate 
exposure is via liquid securities and 
listed Real Estate Investment Trusts 
(REITs). Equity REITs provide exposure 
to the income and growth return 
components that are comparable 
with those available in public equity, 
without suffering as much from 
the same expected compression in 
valuations, according to our forecast. 
Due to their equity-like characteristics, 
we have allocated the existing equity 
REITs exposure into developed market 
equities and removed real estate as an 
asset class in discretionary mandates.

BARCLAYS PRIVATE BANK GLOBAL STRATEGIC ASSET ALLOCATION

Global SAA for five risk profiles and reference currencies USD, GDP, EUR and CHF. Colours are aligned with more granular asset classes in the 
CMA return and risk projections chart.
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Source: Barclays Private Bank, November 2021
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Disclaimer

This communication:

(i)  Has been prepared by Barclays Private Bank (Barclays) and is provided for information purposes only and is subject to change.  It is indicative only and not binding.  References to Barclays means any entity within the Barclays Group of companies, where “Barclays Group” means Barclays and its affiliates, subsidiaries and undertakings.  

(ii)  Is not research nor a product of the Barclays Research department. Any views expressed in this communication may differ from those of the Barclays Research department. All opinions and estimates are given as of the date of this communication and are subject to change. Barclays is not obliged to inform recipients of this communication of any change to such opinions or estimates.

(iii)  Is general in nature and does not take into account any specific investment objectives, financial situation or particular needs of any particular person. 

(iv)  Does not constitute an offer, an invitation or a recommendation to enter into any product or service and does not constitute investment advice, solicitation to buy or sell securities and/or a personal recommendation.  Any entry into any product or service requires Barclays’ subsequent formal agreement which will be subject to internal approvals and execution of binding documents. 

(v)  Is confidential and is for the benefit of the recipient. No part of it may be reproduced, distributed or transmitted without the prior written permission of Barclays.

(vi)  Has not been reviewed or approved by any regulatory authority.

(vii)  This communication is a marketing communication for the purposes of the relevant conduct of business requirements applicable to the communication. 

Any past or simulated past performance including back-testing, modelling or scenario analysis, or future projections contained in this communication is no indication as to future performance. No representation is made as to the accuracy of the assumptions made in this communication, or completeness of, any modelling, scenario analysis or back-testing. The value of any investment may 
also fluctuate as a result of market changes.

Barclays is a full service bank.  In the normal course of offering products and services, Barclays may act in several capacities and simultaneously, giving rise to potential conflicts of interest which may impact the performance of the products.

Where information in this communication has been obtained from third party sources, we believe those sources to be reliable but we do not guarantee the information’s accuracy and you should note that it may be incomplete or condensed.

Neither Barclays nor any of its directors, officers, employees, representatives or agents, accepts any liability whatsoever for any direct, indirect or consequential losses (in contract, tort or otherwise) arising from the use of this communication or its contents or reliance on the information contained herein, except to the extent this would be prohibited by law or regulation. Law or regulation in 
certain countries may restrict the manner of distribution of this communication and the availability of the products and services, and persons who come into possession of this publication are required to inform themselves of and observe such restrictions.

You have sole responsibility for the management of your tax and legal affairs including making any applicable filings and payments and complying with any applicable laws and regulations. We have not and will not provide you with tax or legal advice and recommend that you obtain independent tax and legal advice tailored to your individual circumstances.

Barclays offers private and overseas banking, credit and investment solutions to its clients through Barclays Bank PLC and its subsidiary companies. Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority (Financial Services Register No.122702) and is a member of the London Stock 
Exchange and NEX. Registered in England. Registered No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP.

Barclays Bank Ireland PLC, trading as Barclays Private Bank, is regulated by the Central Bank of Ireland. Registered in Ireland. Registered Office: One Molesworth Street, Dublin 2, Ireland, D02 RF29. Registered Number: 396330. VAT Number: IE4524196D. Calls are recorded in line with our legal and regulatory obligations, and for quality and monitoring purposes.

Barclays offers private and overseas banking, credit and investment solutions to its clients through Barclays Bank PLC and its subsidiary companies. Barclays Bank PLC is authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority (Financial Services Register No. 122702) and is a member of the London Stock 
Exchange and NEX. Registered in England. Registered No. 1026167. Registered Office: 1 Churchill Place, London E14 5HP. Barclays Bank PLC, Jersey Branch has its principal business address in Jersey at 13 Library Place, St Helier, Jersey and is regulated by the Jersey Financial Services Commission. Barclays Bank PLC, Isle of Man Branch has its principal business address in the Isle of Man at 
Barclays House, Victoria Street, Douglas, Isle of Man and is licensed by the Isle of Man Financial Services Authority. Barclays Bank PLC, Guernsey Branch has its principal place of business at St Julian’s Court, St Julian’s Avenue, St Peter Port, Guernsey and is licensed by the Guernsey Financial Services Commission under the Banking Supervision (Bailiwick of Guernsey) Law 1994, as amended, 
and the Protection of Investors (Bailiwick of Guernsey) Law 1987, as amended. In the Principality of Monaco, Barclays offers private banking, credit and investment services to its clients through Barclays Bank PLC and its affiliated companies.

Barclays Bank PLC Monaco operates through a branch which is duly authorised and falls under the dual supervision of the Monegasque regulator ‘Commission de Contrôle des Activités Financières’ (with regards to investment services) and the French regulator ‘Autorité de Contrôle Prudentiel et de Résolution’ (in respect of banking & credit services). The registered office of Barclays Bank PLC 
Monaco branch is located at 31 avenue de La Costa, MC 98000 Monaco – Tel. + 377 93 15 35 35. Barclays Bank PLC Monaco branch is also registered with the Monaco Trade and Industry Registry under No. 68 S 01191. VAT No. FR 40 00002674 9. 

Barclays Private Asset Management (Monaco) SAM, a limited liability company (Société Anonyme Monégasque) operating under Monegasque Law, with a share capital of €1,005,000, having its registered office in Monaco at 31 avenue de la Costa, B.P. 4 – MC 98001 Monaco Cedex. - Tél. : +377 93 10 51 51, registered with the Monaco Trade and Industry Registry under No. 94 S 03039 – with 
S.S.E.E. N° 671C06692, with VAT number: FR 00 00003617 7 regulated by the Monegasque Regulator “Commission de Contrôle des Activités Financières”.

Barclays Bank (Suisse) SA is a Bank registered in Switzerland and regulated and supervised by FINMA. Registered No. CH-660.0.118.986-6. Registered Office: Chemin de Grange-Canal 18-20, P.O. Box 3941, 1211 Geneva 3, Switzerland. Registered branch: Beethovenstrasse 19, P.O. Box, 8027 Zurich. Registered VAT No. CHE-106.002.386. Barclays Bank (Suisse) SA is a subsidiary of Barclays 
Bank PLC registered in England, authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority. It is registered under No. 1026167 and its registered office is 1 Churchill Place, London E14 5HP.

Barclays Bank PLC (DIFC Branch) (Registered No. 0060) is regulated by the Dubai Financial Services Authority. Barclays Bank PLC (DIFC Branch) may only undertake the financial services activities that fall within the scope of its existing DFSA licence. Principal place of business: Private Bank, Dubai International Financial Centre, The Gate Village Building No. 10, Level 6, PO Box 506674, Dubai, 
UAE. This information has been distributed by Barclays Bank PLC (DIFC Branch). Certain products and services are only available to Professional Clients as defined by the DFSA.

Barclays Bank Plc (Incorporated in England and Wales) (Reg. No: K2018/599243/10) is an authorised financial services provider under the Financial Advisory and Intermediary Services Act (FSP 50570) in South Africa and a licensed representative office of a foreign bank under the Banks Act, 1990.  Barclays Bank PLC, has its principal place of business in South Africa, at Level 5, Building 3, 11 
Alice Lane, Sandton.

Barclays Bank PLC Singapore Branch is a licenced bank in Singapore and is regulated by the Monetary Authority of Singapore. Registered in Singapore. Registered No. S73FC2302A.  Registered Office: 10 Marina Boulevard, #25-01, Marina Bay Financial Centre Tower 2, Singapore 018983.
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Contact us

To discuss your long-term investment goals, 
please contact your Private Banker.
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