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At Barclays Private Bank, we conduct 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 our clients’ 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 of 
five years. 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 our 
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. 

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. The asset classes covered 
include bonds, equities, commodities, 
real estate, hedge funds, foreign 
exchange and private markets. 

Macroeconomic outlook: 
Looming recession and 
sluggish recovery 

Starting with the macroeconomic 
backdrop, the next five years are 
expected to be characterised by a mild 
global recession followed by a sluggish 
recovery. Among the large developed 
economies in scope, the slowdown is 
anticipated to be shallowest in the US, 
and deeper in the eurozone and the 
UK. 

As opposed to the US, European 
economies are already experiencing 
a cost-of-living squeeze. This limits 
policymakers’ ability to open the 
spending taps, as this could endanger 
the battle against elevated levels of 
inflation. Monetary policy, which had 
acted as a substitute for expansive 
fiscal policy over the last two decades, 
is expected to remain focused on 
bringing inflation back to target. 
This, in turn, should contribute to a 
slower recovery than seen in recent 
recessions.

A renewed global shock to energy 
prices following a geopolitical conflict 
is not our base-case scenario. In 
the absence of a global recession, 
emerging market economies are 
expected to avoid major debt 
stress. They are likely to manage the 
challenging global backdrop better 
than developed markets.

The impact on growth from the 
transition towards a zero-carbon world 
is also considered. Carbon taxation 
and its implications for infrastructure 
investments are likely to weigh on the 
productivity of developed economies 
in the near term, which could impair 
potential growth in the medium term. 
The effect of physical damage as a 
result of climate change on most 
developed economies is expected to 
be minimal over the next five years.
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Inflation to remain 
above target

Inflation rates are expected to 
glide gradually lower from their 
recent multi-decade highs, but are 
expected to remain above target 
into 2024. European economies are 
balancing a cost-of-living squeeze and 
government debt on one side, and 
runaway inflation on the other. This 
will make it more difficult to normalise 
inflation rates in the eurozone and the 
UK, leading to average inflation rates 
remaining above central bank targets 
over the five-year horizon.
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Cash is back, but still  
outpaced by inflation 

Wary of a resurgence in inflation, 
monetary policy is likely to remain 
restrictive in the short term. In the 
absence of a deep global recession, 
the loosening of monetary policy 
should play out only gradually. From 
2025, central banks are expected to 
lower policy rates to the respective 
terminal rates: between 2.5% and 
3.0% for the Bank of England, slightly 
above 2.0% for the US Federal 
Reserve, between 1.5% and 2% for the 
European Central Bank, and below 1% 
for the Swiss National Bank.

BARCLAYS PRIVATE BANK CMA RETURN AND RISK PROJECTIONS 2023-2027

Annualised projections for total returns (bars) and expected, regime-dependent volatility (markers). Estimates for the period of 2023 to 2027.
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As a result, long-term expected 
cash returns are well above historical 
averages. In fact, expectations for the 
next five years are more than double 
the average return over the last two 
decades for holdings in the US dollar 
and euro, and 30% higher for sterling. 
However, only US dollar cash returns 
are likely to compensate for inflation. 
As a result, the overall allocation to 
cash has been significantly reduced in 
favour of longer-term debt.
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Fixed income: back at the  
core of the portfolio

The recent surge in yields, and with it 
the increased income potential, has 
boosted the appeal of fixed income 
assets.

After their worst year in decades, 
government bonds look primed to 
rival the returns of equities in the 
early years of the forecast horizon. 
Supported by attractive yields, we 
anticipate that government bonds 
should return between 2.5% and 
6.0% over the next five years, above 
the historical averages of the last two 
decades. 

Elevated, but still negative, levels of 
correlation between equities and 
bonds are expected over the next five 
years. On balance, this makes bonds 
a less effective diversifier for equities, 
which increases the need for exposure 
to bonds in a portfolio. Combining 
these two effects, the allocation to 
government bonds has been increased 
in the new SAA, mostly at the expense 
of cash.

Returns and risk in a  
stagflationary environment

While the economic outlook over 
the five-year investment horizon is 
encouraging, inflation and growth 
expectations are de-synched, 
especially at the beginning of this 
investment horizon. This leads to a 
mix of elevated inflation and muted 
growth – a situation often referred to 
as stagflation. 

The implications of a stagflationary 
environment on expected asset class 
returns become more apparent when 
returns are broken down into the 
building blocks of income, growth and 
valuation. Growth expectations, which 
are reflected in earnings growth for 
equities or roll return in fixed income, 
are muted. 

>Page 6<

Income returns, such as dividend and 
net buyback yields in equities and 
the level of yield in fixed income, take 
centre stage in such a macroeconomic 
environment. As a result, fixed 
income returns receive a larger boost 
compared with their historical average. 
Equity returns, which have a higher 
reliance on the growth component, do 
not profit from the expected macro 
environment.

Unexpected events which entail 
above-average market volatility are 
more likely at such times. This is 
reflected in our regime-dependent 
projections for volatility: for this 
update, risk-off periods have received 
more weight (60%) than risk-on 
periods.

Investment grade bonds are 
anticipated to manage the economic 
slowdown relatively well early in the 
forecast horizon. European issuers, 
which face difficult macroeconomic 
conditions, have increased their 
resilience by adapting their term 
structure. This is likely to provide a 
buffer in turbulent periods. 

High yield and emerging market bonds 
also profit from the general increase in 
yield levels. However, with a relatively 
low number of defaults seen of late 
and a nearing slowdown, the volatility 
of high yielding debt is expected to 
be elevated, limiting its appeal from 
a portfolio construction perspective. 
On balance, allocations to both 
investment grade and high yield bonds 
have been increased.

Emerging market bonds in local 
currency have been removed from 
SAA benchmark portfolios. Potential 
risks in local currency bonds are even 
higher than those in the general high 
yield universe and the returns do not 
seem to compensate for the risks. 
As such, there is a focus on the core 
developed markets and hard currency 
bonds.
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Equities: fairly valued but with 
muted growth prospects

The expected returns for equities 
are close to the historical averages 
of the last 20 years, except for US 
equities, which were particularly high 
historically due to stronger earnings 
growth. As a result of the repricing 
in 2022, cyclically adjusted price-
to-earnings ratios are now in line 
with historical averages. Therefore, 
valuation is expected to be only a 
small part of the overall equity return 
stream, with the focus on earnings 
growth. 

With a lot of the expected downside 
already priced in, return projections 
for equities have been lifted slightly, 
to between 7.0% and 8.0% for 
developed markets, and 10.5% for 
emerging markets. In risk-adjusted 
terms, equities have lost their edge 
compared with bonds. However, in 
portfolio construction, they remain an 
important counterbalance to the bond 
portfolio, which is why the allocation to 
equities has not been reduced.
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Commodities and alternatives 
make room for the core portfolio

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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Low risk

Source: Barclays Private Bank, March 2023

Energy prices are expected to plateau 
in 2023 and the expected economic 
slowdown should weigh on other 
cyclical commodities. As such, the 
broad commodity complex is expected 
to return only 2.5% over the next five 
years. Alternative trading strategies, 
the beneficiaries of TINA (‘There is no 
alternative’ [to equities]), are forecast 
to generate returns of 4.1%, which 
pales compared with the new-found 
shine of bond returns.

With inflation rates expected to 
come down and economic growth 
prospects muted, real assets play a 
less important role in the new SAA 
(see figure). Since, at the same time, 
the core portfolio of bonds and 
equities provides both return potential 
and a good level of diversification, 
the allocation to commodities and 
alternative trading strategies has been 
reduced.
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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 Aquis. 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. 

Barclays Bank Ireland PLC, trading as Barclays and as Barclays Private Bank, is regulated by the Central Bank of Ireland. Registered in Ireland. Registered Office: One Molesworth Street, Dublin 2, Ireland, DO2 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 Bank (Suisse) SA is a Bank registered in Switzerland and regulated and supervised by FINMA. Registered No. CH660.0.118.986-6. 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. CHE106.002.386. Barclays Bank (Suisse) SA is a subsidiary of Barclays Bank 
PLC.

In the Principality of Monaco, Barclays Bank PLC 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 and prudential 
supervision). 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 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: 2018/599243/10) 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 2196.

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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