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Mon it o rin g  sce n a rios  re m a in s  ke y t o  t ra ck in g  m e g a  fo rce s
The ongoing economic transformation fueled by mega forces means long - term  “m a cro a n ch ors” like  s ta b le  g rowth  
a n d  in fla tion  a re  a d rift. We re ly on  scen a rios  to evolve  ou r s tra teg ic views  a s  th e  tra n s form a tion  un folds .
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Illu s t ra t ive  d is t r ib u t ion  o f U.S. e q u it y re t u rn s

For illustrative purposes only. Source: BlackRock Investment Institute, February 2026. Note: The illustration shows a hypothetical distr   
U.S. equity returns in the different scenarios underlying our capital market assumptions. Read more here, for professional investors only.
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Hypothetical evolution of U.S. GDP
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For illustrative purposes only. This is a hypothetical illustration, and projections of previous growth trends may not come to 
pass. Source: BlackRock Investment Institute, December 2024. Notes: The charts show an illustration of how economic 
output could evolve – the chart on the left and top right assume there is one single central trend for growth and the chart on 
the bottom right assumes that there is not one single central trend for growth, but many different trends possible. 
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Mid d le  Ea s t  Con flic t : p rice  p re s su re s  m a y b in d  
The conflict in the Middle East – if p rotra cted  – cou ld  lea d  to a  p rolon ged  en ergy supp ly sh ock, tigh ter fin a n cia l 
con d ition s  a n d  g rea ter s ta g fla tion  risks . Econ om ic a n d  politica l p res su res  cou ld  lim it th e  d is rup tion , in  ou r view.

Da ily St ra it  o f Horm u z voya g e s , Fe b .- Ma rch  2026

Source: BlackRock Investment Institute with data from IMF PortWatch, Lloyd's List, Seasearcher and BlackRock Hormuz Strait Dashboard, 
March 2026. Notes: General trade includes containers, general cargo and roll-on/roll-off ships. Shadow voyages are estimates inferred 
from ships sending at least one AIS ping inside the Persian Gulf since the outbreak of the conflict on Feb. 28.

Global energy exposure to the Strait of Hormuz

Source: BlackRock Investment Institute, EIA, Energy Institute, GIIGNL, IEA, OPEC, Bloomberg. NotesThe chart shows Strait of Hormuz share 
of total LNG imports on the x-axis, Strait of Hormuz share of total crude oil imports on the y-axis, and the bubble size represents the share of 
crude oil and gas imports as a share of oil and gas consumption.
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Growt h  b re a kou t  n ow con ce iva b le , b u t  it  m a y n o t  la s t
U.S. growth has stuck to a 2% trend for over 150 years, even through historic innovations. We think it’s conceivable 
th a t a ccelera ted  AI-d riven  in n ova tion  cou ld  lift  g rowth  a bove th a t tren d , bu t a  perm a n en t b rea kou t is  a  ta ll order.
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Hypothetical U.S. real GDP growth evolutionU.S. GDP per capita and long - term trend, 1870 - 2024

Source: BlackRock Investment Institute and Macrohistory Database, December 2025. Note: Historical data compiled by Òscar Jordà, 
Moritz Schularick, and Alan M. Taylor. 2017. Macrofinancial History and the New Business Cycle Facts. in NBER Macroeconomics 
Annual 2016, volume 31, edited by Martin Eichenbaum and Jonathan A. Parker. Chicago: University of Chicago Press.
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For illustrative purposes only. This is a hypothetical illustration. Projections of previous growth trends and forward-looking projections 
may not come to pass. Source: BlackRock Investment Institute, February 2026. Note: The chart shows the hypothetical e   
real U.S. GDP growth under a range of scenarios.
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Impact of U.S. productivity gains on the euro area

Source: BlackRock Investment Institute, February 2026. Note: The lines show the five-year average of annual growth in real output per 
hour for each percentage-point change in ICT-driven U.S. growth. 

Estimated sensitivity to U.S. productivity growth

Forward-looking estimates may not come to pass. Source: BlackRock Investment Institute, February 2026. Note: The bars show the 
sensitivity of different regionsto a percentage-point change in AI-driven U.S. growth. 
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We  se e  AI- le d  p rod u ct ivit y g a in s  sp re a d in g  b e yon d  t h e  U.S.
Durin g  th e  ICT-boom , p roductivity ga in s  were  con cen tra ted  in  th e  U.S. Bu t th is  tim e, ou r a n a lys is  sh ows  th a t ga in s  
from  AI m igh t be  m ore  b roa d ly fe lt.
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2. Unlikely — Continued scaling up of capital expenditure as AI adoption disappoints and a weakening 
consumer make such strong earnings growth hard to repeat.

Aft e r a  s t ron g  re b ou n d , U.S. e q u it ie s  e n d e d  2 0 2 5  d e live rin g  
h ig h  d ou b le - d ig it  g a in s . Cu rre n t  va lu a t ion s  im p ly 1 5 –2 0 %  
e a rn in g s  g rowt h  a h e a d . How like ly d o  you  t h in k  su ch  g rowt h  is  
t o  con t in u e  in  t h e  fu t u re ?

6

Polling question:

1.  Likely — Dispersion will widen, but AI -driven productivity and expanding margins could sustain above -
trend earnings growth.
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We  t h in k  AI- le d  p ro fit  g rowt h  will d rive  re t u rn s
Valuations in the U.S. remain historically high relative to our assessment of fa ir va lue . Bu t we s till es tim a te  s tron g  U.S. 
equ ity re tu rn s  over ou r s tra teg ic h orizon  a s  we see  AI a dop tion  boos tin g  corpora te  m a rg in s .
U.S. equity 12 - month forward price - earnings ratio

Forward-looking estimates may not come to pass. The figures shown also relate to past performance. Past performance is not a reliable 
indicator of current or future results. Index performance returns do not reflect any management fees, transaction costs or expenses. 
Indices are unmanaged and one cannot invest directly in an index. Source: BlackRock Investment Institute, with data from Robert 
Shiller, (Yale University), February 2026. Note: The line shows the price-earnings ratio of U.S. equities and the grey area potential range 
of the price-earnings ratio across our three scenarios.

U.S. equity five - year returns and change in earnings

Forward-looking estimates may not come to pass. The figures shown also relate to past performance. Past performan     iable 
indicator of current or future results. Index performance returns do not reflect any management fees, transaction cos   penses. 
Indices are unmanaged and one cannot invest directly in an index. Source: BlackRock Investment Institute, with data from Robert 
Shiller, (Yale University), February 2026. Note: The scatter plots the five-year annualized change in earnings against five-year 
annualized returns for U.S. equities. 
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Soft wa re  s e llo ff sh ows  AI a cce le ra t ion
A few months ago, the market debated whether AI was real. Today, it’s seen as an active threat to business models. We 
believe  th e  h un t to sort th e  win n ers  a n d  losers  re in forces  AI’s  m a ss ive  bu ildou t -  a n d  th e  borrowin g  sp ree  to fin a n ce  it .

S&P  se ct o r  p e rfo rm a n ce , p a s t  6  m on t h s

The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results. It is not possible to invest in an index. Indexes are unmanaged and performance does not account for fees. Source: BlackRock Investment Institute with data from 
LSEG Datastream, February 2026. Note: The chart shows the performance for various S&P tech sector indexes. 
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2. A broad market - cap allocation 
Markets themselves provide a reliable anchor over time as they sort through winners and losers of 
the mega forces.

Tra d it ion a l d ive rs ifie rs  h a ve  s t ru g g le d  in  t h is  cu rre n t  m a rke t  
e n viron m e n t  a s  m e g a  fo rce s  a re  in flu e n cin g  a s se t  c la s se s  
d iffe re n t ly. Wh a t  d o  you  t h in k  is  t h e  b e s t  s t a rt in g  p o in t  fo r a  
we ll d ive rs ifie d  lon g - t e rm  p ort fo lio?

9

P o llin g  q u e s t ion :

1.  Leaning into traditional stock - bond allocation
Sta tic a lloca tion s  like  th e  6 0 / 4 0  h a ve h is torica lly been  a b le  to s ee  th rou gh  vola tility a n d  perform  
a cros s  reg im es .

FOR INSTITUTIONAL, PROFESSIONAL, QUALIFIED CLIENTS AND INVESTORS ONLY

3. Higher allocation to more idiosyncratic sources of return  
Asset classes like private markets and hedge funds are anchored in mega forces, taking advantage 
of increased market volatility.
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10- ye a r t e rm  p re m iu m  e s t im a t e s , 1986 - 2026

The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results. Source: BlackRock 
Investment Institute, January 2026. Note: The chart shows monthly estimates for the term premium range for U.S., Germany, and UK and 
the term premium for Japan in green, separately. Term premium is defined as the compensation investors demand for the risk of holding 
long-term bonds. Historic term premium estimates are based on BlackRock’s own implementation of the Adrian, Crump and Moench 
(2013) “ACM” model.

Periods when U.S. Treasuries rose as stocks fell

The figures shown relate to past performance. Past performance is not a reliable indicator of current or future results. x 
performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and   
invest directly in an index. Source: BlackRock Investment Institute, with data from LSEG Datastream, December 2025. Note: The chart 
shows the share of periods when U.S. 10-year Treasuries rose over 0.3% and the MSCI World fell 1% or more.
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Diversification mirage
Investors are demanding more compensation for the risk of holding long -term bonds across the world. Traditional 
diversifying assets, like long -term U.S. Treasuries are providing less of a potential cushion from risk asset selloffs too.
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We  fin d  in fra s t ru ct u re ’s  re la t ive ly ch e a p  va lu a t ion s  a t t ra ct ive
Listed infrastructure valuations do not reflect what we see as a compelling fundamental backdrop, while private 
in fra s tructu re  va lua tion s  h a ve n ot run  up  a s  m uch  a s  oth er p riva te  m a rkets .

Lis t e d  in fra s t ru ct u re  va lu a t ion  vs . g lob a l e q u it y

The figures shown also relate to past performance. Past performance is not a reliable indicator of current or future results. Index 
performance returns do not reflect any management fees, transaction costs or expenses. Indices are unmanaged and one cannot 
invest directly in an index. Source: BlackRock Investment Institute, with data from MSCI, FTSE, November 2025. Note: The line shows 
the difference of the enterprise value to earnings before interest, tax, depreciation and amortization ratio between the FTSE World Core 
Infrastructure 50/50 index and MSCI World index. 

Change in valuations since 2003

The figures shown also relate to past performance. Past performance is not a reliable indicator of current or future res Source: 
BlackRock Investment Institute, with data from NCREIF, EDHEC, and LCD Pitchbook, January 2026. Note: The chart shows the 
cumulative change in valuations since 2003 across infrastructure equity, private equity and real estate. Infrastructure equity and 
private equity valuations are gauged by the ratio between enterprise value and earnings before interest, tax, depreciation and 
amortization. The real estate valuation is gauged by the net operating income divided by the property value. 
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Ou r la t e s t  s t ra t e g ic  vie ws
We maintain our preference for emerging market (EM) equities and inflation - lin ked  bon ds . We tu rn  n eu tra l on  
developed  m a rket (DM) govern m en t bon ds  a n d  upgra de h igh  yie ld  deb t to lea n  in to its  a ttra ctive  in com e.

1 2

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance. Source: BlackRock Investment Institute. Data as of 31 December 2025. Notes: The chart shows our ass     
10-year view from an unconstrained U.S. dollar perspective against a long-term equilibrium allocation. Global government bonds and EM equity allocations comprise respective China assets. Income private markets comprise infrastructure debt, direct lending, real estate mezzanine 
debt and U.S. core real estate. Growth private markets comprise global private equity buyouts and infrastructure equity. The allocation shown is hypothetical and does not represent a real portfolio. It is intended for information purposes only and does not constitute investment 
advice. Index proxies: a combination of Bloomberg Treasury 1-10 Year Index, Bloomberg US Long Treasury Index, Bloomberg Euro Treasury 1-15 Year index, Bloomberg Euro Aggregate Treasury 15 Year+ Index, Bloomberg Sterling Aggregate: Gilts 1-10 Year Index, Bloomberg 
Sterling Aggregate: Gilts 10+ Year Index and Bloomberg Asia Pacific Japan Treasury Index for DM government bonds. MSCI EM for emerging market equity, Bloomberg US Government Inflation-Linked Bond Index for inflation-linked bonds. MSCI World US$ for developed market 
equity. Bloomberg US MBS Index for mortgage-backed securities. A combination of the Bloomberg US High Yield, Bloomberg Euro High Yield and JP Morgan EMBI Global Diversified indexes for DM high yield and EM debt. A combination of Bloomberg US Credi  mberg Euro 
Corporate Credit, Bloomberg UK Corporate Credit indexes for Global IG credit, Bloomberg China Treasury + Policy Bank Total Return Index for Chinese government bonds. We use BlackRock proxies for growth and income private market assets due to lack of suficient data. These 
proxies represent the mix of risk factor exposures that we believe represents the economic sensitivity of the given asset class. The hypothetical portfolio may differ from those in other jurisdictions, is intended for information purposes only and does not constitute investment advice.

Hypothetical U.S. dollar strategic views vs equilibrium, February 2026

Underweight Neutral Overweight  P reviou s  view
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Ou r la t e s t  s t ra t e g ic  vie ws
We maintain our preference for emerging market (EM) equities and inflation - lin ked  bon ds . We tu rn  n eu tra l on  
developed  m a rket (DM) govern m en t bon ds  a n d  upgra de h igh  yie ld  deb t to lea n  in to its  a ttra ctive  in com e.

1 3

This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise - or even estimate - of future performance. Source: BlackRock Investment Institute. Data as of 31 December 2025. Notes: The chart shows our ass     
10-year view from an unconstrained U.S. dollar perspective against a long-term equilibrium allocation. Global government bonds and EM equity allocations comprise respective China assets. Income private markets comprise infrastructure debt, direct lending, real estate mezzanine 
debt and U.S. core real estate. Growth private markets comprise global private equity buyouts and infrastructure equity. The allocation shown is hypothetical and does not represent a real portfolio. It is intended for information purposes only and does not constitute investment 
advice. Index proxies: a combination of Bloomberg Treasury 1-10 Year Index, Bloomberg US Long Treasury Index, Bloomberg Euro Treasury 1-15 Year index, Bloomberg Euro Aggregate Treasury 15 Year+ Index, Bloomberg Sterling Aggregate: Gilts 1-10 Year Index, Bloomberg 
Sterling Aggregate: Gilts 10+ Year Index and Bloomberg Asia Pacific Japan Treasury Index for DM government bonds. MSCI EM for emerging market equity, Bloomberg US Government Inflation-Linked Bond Index for inflation-linked bonds. MSCI World US$ for developed market 
equity. Bloomberg US MBS Index for mortgage-backed securities. A combination of the Bloomberg US High Yield, Bloomberg Euro High Yield and JP Morgan EMBI Global Diversified indexes for DM high yield and EM debt. A combination of Bloomberg US Credi  mberg Euro 
Corporate Credit, Bloomberg UK Corporate Credit indexes for Global IG credit, Bloomberg China Treasury + Policy Bank Total Return Index for Chinese government bonds. We use BlackRock proxies for growth and income private market assets due to lack of suficient data. These 
proxies represent the mix of risk factor exposures that we believe represents the economic sensitivity of the given asset class. The hypothetical portfolio may differ from those in other jurisdictions, is intended for information purposes only and does not constitute investment advice.

Hypothetical U.S. dollar 10 - year strategic views vs equilibrium, November 2025
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Ap p e n d ix

14

Our framework 
As we ou tlin ed  in  ou r 2 0 2 2  u pda te to ou r fram ework, we believe a lph a  – retu rn s  delivered  by m an agers  beyon d  m arket ben ch m arks  – fa lls  in to two ca tegories : 1 ) retu rn s  th a t can  be 
rep lica ted  sys tem a tica lly an d  cos t-efficien tly by b road  m arket an d  factor in dexes , an d ; 2 ) retu rn s  th a t a re  d riven  by tru e in ves tm en t skill an d  can n ot be sys tem a tica lly cap tu red  th rou gh  
an  in dex. Ou r views :

Factors:  Macro an d  equ ity s tyle  factors  a re  im portan t d rivers  of retu rn s . It  is  im portan t to sepa ra te  th is  sou rce of retu rn  from  an y  m an ager’s  excess  retu rn  rela tive to a  ben ch m ark to 
u n ders tan d  th e retu rn  th a t is  an  in ves tor pays  for.

Returns and fees:  Wh a t m a tters  a re  retu rn s  n et of cos ts . P rodu ct fees  cu t in to retu rn s  an d  can  redu ce or, in  som e cases , e lim in a te  th e a lph a  an  in ves tor receives . Yet th ese fees  va ry 
widely an d  ch an ge over tim e. Som e in dex an d  factor p rodu cts  can  a lso h ave la rge fees . In ves tors  sh ou ld  fu lly accou n t for fees  in  portfolio con s tru ction .

Governance costs:  Govern an ce cos ts  – th ose requ ired  to fin d  an d  m an age  m an agers  – a re  an  essen tia l con s idera tion . We believe m an ager selection  an d  overs igh t a re  vita l to ach ieve 
a lph a .

Methodology
We u se tim e series  regress ion  an a lys is  to s trip  ou t th e im pact of m acro an d  equ ity s tyle  factors , an d  oth er m arket in d ices  from  excess  retu rn s  to es tim a te th e u n derlyin g  active retu rn s  
d irectly a ttribu tab le to m an ager skill for ou r left ch a rt on  page 5  an d  both  ch a rts  on  page 9  in  th e appen dix. We go beyon d  th e u su a l Ord in a ry Leas t Squ a res  tech n iqu e to redu ce 
overfittin g  an d  u se Ridge regress ion  an a lys is  in s tead . Wh ile  n on e of th ese approach es  can  com pletely elim in a te  overfittin g  – exp la in ed  in  th e lim ita tion s  section  below – an d  will on ly 
p rodu ce approxim a te es tim a tes  of active retu rn s , Ridge regress ion  a im s  to m in im ize th e im pact of overfittin g . Ou r equ ities  an d  fixed  in com e da ta  on  retu rn s  in  excess  of a  fu n d’s  
perform an ce ben ch m ark com e from  eVes tm en t da ta . Th ese retu rn s  a re  reported  g ross  of fees  for close to 7 0 0 0  m an agers  (th rou gh ou t th e fu ll s am ple) across  a s set cla s ses  in  pu b lic 
m arkets . We u se MSCI in d ices  a s  a  p roxy for equ ity s tyle  factors  an d  m arket ben ch m ark in d ices  a s  a  p roxy for m acro factors  across  a s set cla s ses . Th e in dex proxies  u sed  a re s lide 1 5 ,1 6 , & 
1 7 . 
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BlackRock’s Long-Term Capital Market Assumption Disclosures:This information is not intended as a recommendation to invest in any particular asset class or strategy or product or as a promise of future performance. Note that these asset class assumptions are passive, and do not consider the impac    
management. All estimates in this document are in US dollar terms unless noted otherwise. Given the complex risk-reward trade-offs involved, we advise clients to rely on their own judgment as well as quantitative optimisation approaches in setting strategic allocations to all the asset classes and strategies. Referenc  
to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Assumptions, opinions and estimates are provided for illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. Forecasts of financial market trends that are based on cur  
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