
64 

Range of Stock, Bond and Blended Total Returns 
Annual total returns, 1950- 2013 
60% 

50% 

Annual Avg. 
Total Return 

Growth of $100,000 
over 20 years 

40% 

30% 

20% 

10% 

0% 

-10% 

-20% 

-30% 

-40% 
1-yr. 5-yr. 

rolling 

Stocks 11.1% 

Bonds 

50/50 Portfolio 

6.1% 

9.0% 

• Stocks 

• Bonds 

• 50150 Portfolio 

10-yr. 
rolling 

Sources: Barclays Capital , FactSet, Robert Shiller, Strategas/lbbotson, Federal Reserve, J.P. Morgan Asset Management. 

Returns shown are based on calendar year returns from 1950 to 2013. Growth of $100,000 is based on annual average total returns from 
1950-2013. Guide to the Markets- U.S. 

Data are as of 12/31/13. 

$827,444 

$327,240 

$564,491 

1% 

20-yr. 
rolling 

J.P. Morgan 
Asset Management 
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Maximizing the Power of Diversification (1994- 2012) 
Traditional Portfolio 

Return: 7.43% 
Standard Deviation: 10.80% 

~ S&P 500 

~ MSCI EAFE 

~ Bare lays Agg . 

More Diversified Portfolio 

Return: 7.72% 
Standard Deviation: 9.87% 

20-year Annualized Returns by Asset Class (1993- 2012) 

12%1 -

10% 

8% 

6% 

4% 

2% 

0% 
REITs Gold S&P500 Oil EAFE Bonds Homes 

~ Equity Mkt. Neutral 

~Commodities 

~ REIT 

~ S&P 500 

.~ Russell 2000 

~ MSCI EAFE 

• IMSCI EM 

~ Bare lays Agg. 

Inflation 

2.3% 

Average 
Investor 

(Top) Indexes and weights of the 
traditional portfolio are as follows: 
U.S. Stocks: 55% S&P 500; U.S. 
Bonds: 30% Barclays Capital 
Aggregate; International Stocks: 15% 
MSCI EAFE. Portfolio with 25% in 
alternatives is as follows: U.S. Stocks: 
22.2% S&P 500, 8.8% Russell 2000; 
International Stocks: 4.4% MSCI EM, 
13.2% MSCI EAFE; U.S. Bonds: 
26.5% Barclays Capital Aggregate; 
Alternatives: 8.3% CSfTremont Equity 
Market Neutral: 8.3%, DJ/UBS 
Commodities: 8.3% NAREIT Equity 
REIT Index. Return and standard 
deviation calculated using 
Morningstar Direct. 
Charts are shown for illustrative 
purposes only. Past performance is 
not indicative of future returns. 
Diversification does not guarantee 
investment returns and does not 
eliminate risk of loss. Data are as of 
12/31/13. Guide to the Markets- U.S. 
J.P. Morgan Asset Management. 
(Bottom) Indexes used are as follows: 
REITS: NAREIT Equity REIT Index, 
EAFE: MSCI EAFE, Oil: WTIIndex, 
Bonds: Barclays Capital U.S. 
Aggregate Index, Homes: median 
sale price of existing single-family 
homes, Gold: USD/troy oz, Inflation: 
CPl. Average asset allocation investor 
return is based on an analysis by 
Dalbar Inc., which utilizes the net of 
aggregate mutual fund sales, 
redemptions and exchanges each 
month as a measure of investor 
behavior. Returns are annualized 
(and total return where applicable) 
and represent the 20-year period 
ending 12/31/12 to match Dalbar's 
most recent analysis. 

J.P. Morgan 
Asset Management 



• Data as of September 30, 2013, except hedge funds (diversified. event driven. long bias. and relative value) as of June 30. 2013 and hedge fund (macro) as of 
May 31. 2013. 
' Return estimates are on a compound or internal rate of return (IRR) basis. Equivalent arithmetic averages. as well as further information. are shown on the following page. 
2 All asset class assumptions are in total return terms. including equity return assumptions. All returns are in U.S. dollar terms unless otherwise indicated. 
'U.S. Intermediate Treasury returns based on Barclays Capital u.s. Treasury: 7-10 Year Index. 
• U.S. Long Treasury returns based on Barclays Capital U.S. Treasury: 20+ Year Index. 

' Private equity, hedge funds, real estate. infrastructure and commodities are unlike other asset categories shown above in that there is no underlying 
investible index. Hedge fund returns are shown net of manager fees. 

6 The return estimates shown for these asset classes and strategies are our estimates of industry medians-the dispersion of returns among managers 
in these asset classes and strategies is typically far wider than for traditional asset classes. 

See additional notes on the following page. 



Expected ( I t• M t · 
annualized volatility(%)' orre a JOn a rJX 

~----------------------------~ 

Expected ~ 
compound return (%)' "' ~ 

.!2 ~ 
rtS .s -~ 

Expected 'E "' .!l! ~ 1l 
arithmetic return (%)2 vi ~ ~ ~ ;5 'i ~ 

:;:JuiCV~ f)b~ 
U.S. Inflation 2.26 2.25 1.50 1.00 ;:; ~ ~ ~ ~ E- 'C 

II} 0 cu 0 0 0 Q,l 

U.S. Cash 2.00 2.00 0.50 0.()9 LOO :::> ~ ~ i!i, iij '-" u ~ 
..... :: V't - Gr ~ t: a.t Q,l 

U.S. Intermediate Treasury3 4.-.. 4.25 6.50 -o.30 0.03 1.00 :i :A ~ 5 .g ~ _ _ ~ 

u.s. Long Treasury' 4Jl 3.25 13.50 -Q33 0.01 0.89 100 ;:; ~ 2i ~ ~ ., i, ~ 1 '9. ~ 3 
V't ~ Q t: - ~ ~ ~ ~ ~ 

U.S. TIPS 497 415 6.75 0.05 -Q.02 0.62 0.47 100 ;:; ~ ~ il! ~ ~ "g ] "g ill. ,!!: 
V't 0 - ~ - ~ - ~ ~ 

u.s. Aggregate 435 4.25 4.50 -o26 o.oo 0.87 o.n o.n 1.00 ;:; ~ ill 5 "' -g § -g § "' .~ 

u.s. Short Duration Gov't/Credit 2.52 2.50 2.00 ·020 027 0.67 0.44 0.61 0.76 1.00 ~ ~ ~ ]! S lil :g lil :; § ~ ~ 
V't 0 > ~ - 0 - t: - > ~ 

u.s. Long Duration Gov't/Credit 5.18 415 9.50 -Q31 -o.o5 0.84 0.87 0.66 0.92 0.56 LOO ;:; ~ ~ Ill. .,E"' ~ iii lil ~ .5: al 
ll'l ·-~ r:::Ei: ~~ 

u.s. Investment Grade Corporate S23 S.OO 7.00 -o.24 -o.09 0.53 0.47 0.64 0.82 0.61 0.79 1.00 ;:; ": ~ E "'E E ., 6i, "' § 
"l "' ~ ~ E ·o; !!! -

u.s. Long corporate 5.6 S.OO 12.00 -Q28 -Q.JO 0.58 0.61 0.60 0.83 0.50 0.87 0.93 1.00 :::> ~ 8 E 8 E :U 5 l:l 
• U.S. High Yield 6J5 6.00 12.75 ·0.04 -Q.JO -Q.06 -Q.12 0.39 033 0.18 0.28 0.62 O.SS 1.00 ~ :g ~ uj ~ ~ ~ ~ 

0 ""' :;:J I.:J J:!) ~ -
_ u.s. Leveraged Loan (BB or better) •nn 4.50 10.25 0.13 -o.07 -Q.J9 ·022 027 0.13 -o.o2 0.12 0.41 037 0.75 1.00 3: :g i< uj .. _. ~ 

__, OQ.I::I~J:!)2 
world Government Bond (hedged) 129 3.25 3.00 -Q35 0.06 0.88 0.83 0.49 0.80 0.63 0.78 0.51 0.56 -om -Q24 1.00 3: :g i< ,!i! .. !5 'C 

0 Q,l 0011: ~ u t: 

•" world Government Bond (unhedged) 3.49 3.25 7.00 ·0.12 0.05 0.59 0.46 0.62 0.67 0.64 0.56 0.54 0.52 0.27 -o.06 o.56 1.00 3: :g ~ ~ l!l ;'ij 

~. 1- o ·sao~~~:cv ~ 
world ex·U.S. Government Bond (hedged) 129 3.25 3.00 ·033 0.05 o.n 0.73 0.39 0.71 0.54 0.71 0.47 0.52 ·0.04 ·0.22 0.95 0.51 1.00 3: :u ~ ~ ~ c9!. 

E ·- ,. - ... 
iii'' World ex·U.S. Government Bond (unhedged) 3.58 3.25 8.25 -o.08 0.04 0.48 0.35 0.57 0.59 0.58 0.48 0.51 0.48 031 -().02 0.47 0.96 0.43 1.00 w !if ~ :;ij ~ 

Emerging Markets sovereign Debt (hedged) 7.41 ~ 12.00 -o.12 -Q.D4 0.37 024 0.65 0.67 0.44 0.58 0.76 0.73 0.75 0.50 032 0.52 0.30 0.52 1.00 .'il ·~ :9' ~ ~ 
. k I S . "' "' ~ ~ E ~~~;r~~~~~e~>ts Loca currency overe,gn 1m 7.00 1225 om o.o5 0.12 0.01 0.47 0.40 0.31 o.31 0.54 0.49 0.67 032 0.11 0.56 0.12 0.60 o.so 1.00 .'il ~ :~ 3 ] 

Emerging Markets Corporate Debt (hedged) 6.86 6.25 11.50 -Q.D6 ·0.08 0.27 0.14 0.61 0.59 039 0.51 O.n 0.70 0.74 0.63 0.19 0.40 0.17 0.40 0.90 0.69 1.00 ;:; ~ ~ ~ ~ 3 
1--'---'- ., .. a~-.::~~ 

U.S. Municipal (1-15 Blend) 3.83 3.75 4.00 ·0.13 -().04 0.49 038 0.50 0.63 0.48 0.54 0.58 0.51 030 024 0.49 036 0.47 0.32 0.48 024 0.40 1.00 ;:; ;;\ :2 a ~ ~ a t 
U.S. Municipal High Yield s:T1 5.25 10.50 0.17 ·Om -Q.04 -Q.11 0.33 0.19 0.06 0.12 029 0.21 036 0.48 -().04 0.04 -Q.DI 0.06 0.40 024 0.46 0.61 1.00 ;:; :I! ;;; a ,3 i!l, "g ~ 

u; E ~ ~ ~ ~ ~ 
~~~ ~~~~~~~ ~~~~~~M~~ ~~ ~~~~~~~;:;~~a~§i!l. ill. 

. ~ ~ ~ ~ - ~ ~ 
U.S. M1d Cap 'U7 715 17.75 0.11 ·Om -()29 -Q.33 0.20 O.D3 -om -Q.02 031 0.26 0.74 0.50 -()29 0.14 ·0.25 021 0.56 0.66 0.57 0.06 029 0.96 1.00 :::> ;;1 !ij' ~ 3 "€ ~ ~ ~ 

~~~ ~~=~~~~ ~~~~ M~~~~ ~~ ~~~~~ ~~~LOO;:;;;I.,~~~~S~ 

U.S. Large Cap Value 8.84 715 15.50 0.07 -Q.05 -o24 -Q28 0.16 0.05 ·0.04 0.00 0.30 025 0.69 0.40 -()23 021 ·0.19 027 0.55 0.67 0.55 0.03 025 0.96 0.94 0.92 1.00 ;:; g. '" a "g ~ .f; "g :! 
- 5 ...J G.l .t::. dJ ::::s .t::. -

u.s. Large Cap Growth 8.27 7.25 15.00 0.09 -o.o7 -o28 -()34 0.20 0.02 -o.07 -o.04 0.29 023 0.71 0.48 -Q30 0.15 -()26 022 0.53 0.64 0.54 0.05 0.28 0.96 0.95 0.91 093 1.00 w ![ !ij' i!" § 5f 3 ~ ;a_ ] :! 

Europe ex-U.K. Large Cap (unhedged) 9.20 715 18.00 0.06 O.D3 ·023 -().28 0.21 0.09 0.05 O.D3 036 030 o.n 0.42 -()21 0.36 -().17 0.44 0.61 o.n 0.57 0.04 024 0.89 o.B7 o.B1 o.B9 o.B7 1.00 .!!! ~ ·g. ,.. t! i!" al ] ~ 'C 
- ::..:: LL1 ._. ~ · - tiD ~.!:! CLJ 

Japan Large Cap (unhedged) 799 615 16.50 0.05 -o.03 -o.11 -o.12 0.22 0.16 0.08 0.13 0.40 035 0.57 0.39 ·011 0.26 -om 0.30 0.52 0.61 0.49 O.D3 0.18 0.65 o.6S o.61 o.6S o.62 o.69 1.00 ;:; w ·g. Ji! 6- al .91. § ~ 
• LL.LLI..:LLI,c c-G.I 

U.K.l.arge cap (unhedged) 9A5 8.00 18.00 0.12 0.00 -()29 -()35 020 0.05 0.00 -Q.Dl 037 029 0.68 0.48 -()28 028 ·024 036 0.58 0.72 0.60 0.06 0.35 0.87 O.SS OJ6 o.B6 O.SS 0.93 o.67 1.00 ;:I ~ .~ I[ a ~ -; ~ § 
EAFE Equity (hedged) 8JO 7.75 14.50 0.04 0.01 -()35 -()34 0.05 -Q.02 -().12 -().03 031 0.27 0.69 0.52 ·030 0.02 -()23 0.09 0.53 0.62 0.53 O.DI 0.29 0.88 O.SS o.B2 o.B7 o.B7 O.SS o.75 o.B7 1.00 ;:I !if ~ .f; ·::; 1;i llj ~ 

E 115 " cr 1li ;;; '" EAFE Equity (unhedged) ~ 715 18.25 om 0.01 -()22 -().27 0.24 0.12 0.05 0.06 0.41 0.35 0.73 0.46 -Q.21 035 -().17 0.42 0.64 0.79 0.62 0.06 028 0.89 O.SS o.B1 O.SS 0.87 0.96 o:T1 0.94 090 1.00 w .!l! ~ ; ;;; ~ 1lj 
Emerging Markets Equity (unhedged) 11.50 9.00 24.00 om om .0.18 -()24 031 0.15 0.08 0.08 039 034 0.70 0.45 -().19 0.30 -().16 036 0.66 0.81 0.63 om 0.29 0.80 o.B2 OJ6 o:n o.B1 o.B6 o.67 O.SS o.B2 o.B9 1.00 ~ jg .~ ~ -g ]! 

'" 0 ~ ~ ~ ~ :.' Asia ex· Japan Equity (unhedged) 11.50 9.25 22.75 O.Dl 0.06 -().16 -()22 028 0.17 0.09 0.11 0.43 0.38 0.72 0.46 -o.IS 028 -o.n 0.34 0.64 0.78 0.62 0.09 028 0.78 o.79 o.73 o.75 o.79 o.B4 o.63 o.B2 o.Bl o.B7 0.95 LOO ~ ~ .~ ~ ~ .. .. 

Global Equity (unhedged) 9.01 715 16.75 0.08 o.oo ·0.25 -030 0.24 0.09 0.01 o.m 0.38 0.32 0.75 0.48 -().25 028 ·021 035 0.63 o.n 0.62 0.05 0.29 0.94 093 o.ss 093 0.93 095 o.73 0.93 0.91 096 090 o.ss 1.00 ;:; c ~ .: ~ ~ :t 
vin;O ::::s .!!~: 

u.s. Private Equity"' 10.13 8.00 22.00 0.12 -012 -037 -o.39 0.10 -o.07 -o.13 -o.11 022 0.17 0.67 0.44 -Q35 0.08 -Q30 0.16 0.44 0.61 0.47 -o.o2 0.30 0.90 0.93 0.95 0.89 0.89 0.80 0.64 o.n 0.82 0.81 0.76 0.74 0.87 1.00 ;:; >: iii 'g ~ .~ 
VI !_ ._, '- Ql ~ .., 

• u.s. Direct Real Estate (unlevered)" 6.6 6.00 12.00 0.06 -o.02 0.00 ·0.01 0.16 0.15 0.05 0.12 020 0.21 0.38 020 0.02 0.16 O.D3 0.17 031 0.33 024 0.11 0.13 035 0.39 039 0.38 0.32 031 027 028 0.29 032 027 0.26 0.33 OJS 1.00 ;:; E ~ ~ -.5 ~ ~ 1,: 
u.s. value Added Real Estate (unlevered)" 8.84 715 15.50 O.D6 -o.o1 -o.os -om 0.13 0.10 0.04 om 0.17 0.17 0.35 0.19 -o.m 0.15 -o.o2 0.18 029 0.33 024 om 0.13 035 037 037 037 033 0.35 027 033 0.32 035 030 0.29 036 0.34 roo 1.00 .Z ~ ~ .g a] :, ~ 
European Direct Real Estate (unlevered)" 6.89 SJS 15.75 om -o.o2 -().06 ·0.10 0.14 0.09 0.08 0.04 0.14 0.12 0.27 0.15 -o.m 0.20 o.oo 0.23 0.29 032 025 0.02 0.16 028 028 027 031 024 035 022 034 027 0.34 026 023 031 027 O.SO o.so 1.00 ;:; jg .=: .,!, S ~ 
~~ u6J5~~~~~~~~~~~~~~ ~~ u~~~~~=~~~~~~~~~~~~o.73~~~~ai!l.~.,!,l\ 

'i c c::: '-
- Global Infrastructure'' 79 7.25 12.50 0.10 0.00 0.19 0.15 030 0.29 0.18 0.25 027 0.27 030 0.15 0.16 0.26 0.14 0.25 034 0.32 029 0.18 0.13 0.29 030 0.29 031 027 0.26 0.23 023 0.21 0.27 024 023 0.28 0.25 028 021 0.15 0.45 1.00 :z: ill. .=: .,!, );l :o.. 

Hedge Fund-Diversified" 5A5 5.25 6.50 022 0.11 -o33 -o.36 0.19 -o.m ·0.06 ·0.06 026 0.19 0.50 0.46 -o34 0.06 -()29 0.13 0.41 0.55 0.47 O.o3 0.42 0.67 0.71 0.62 0.63 0.71 0.71 0.62 o.n 0.76 0.76 o.so 0.75 o.n 0.69 0.14 020 023 039 0.12 1.00 l! ill. ~ ~ J 
a: "' -Hedge Fund- Event Driven" 6.30 6.00 8.00 021 0.00 ·038 -().43 0.18 ·0.04 ·0.09 ·0.09 029 0.21 0.64 0.51 -()38 0.09 -032 0.17 0.48 0.62 0.56 0.02 0.46 0.82 0.85 0.79 0.79 0.83 0.81 0.64 0.85 0.83 0.85 0.83 0.79 0.87 0.85 026 0.30 031 0.59 0.20 0.91 1.00 :z: 1!1. .=: ill - a: ~ 

Hedge Fund-Long Bias" 6.72 6.25 10.00 0.15 0.02 -o.36 -o.42 0.19 -o.02 -().03 ·0.09 031 023 0.67 0.49 -Q37 0.14 ·033 022 0.53 0.69 0.57 o.oo 0.35 0.86 0.88 0.83 0.84 0.88 0.87 0.70 0.89 0.88 0.90 0.91 0.87 0.93 0.86 0.25 029 026 0.60 020 0.89 0.93 1.00 :z: ill. '8 
. 492 alE~ Hedge Fund- Relative Value" 415 6.00 0.25 -o.oz -()28 ~ 032 0.11 O.D3 0.05 0.43 0.35 0.70 0.66 -031 O.D6 -o.27 0.12 0.58 0.60 0.66 0.17 0.54 0.70 0.75 0.64 0.67 0.73 0.71 0.60 0.78 0.76 0.76 0.78 0.75 0.78 0.71 024 027 028 o.53 0.20 0.86 0.90 0.85 1.00 :z: E 8. 

Hedge Fund-Macro" 514 5.25 10.25 -o.02 0.19 -0.02 -o.04 0.19 0.08 020 0.05 0.16 0.13 0.12 -o.m 0.00 038 O.DI 0.41 0.18 039 0.12 0.02 0.09 0.25 025 021 024 026 0.37 0.38 0.39 0.28 0.42 0.50 0.45 0.38 0.25 0.02 O.o7 om 0.11 0.04 0.59 0.41 0.49 0.30 1.00 8 :; 
commodities (spot)' 5.34 315 18.50 024 om -o.13 -o.22 0.33 0.08 0.13 o.m 025 0.20 0.38 025 -o.20 0.31 -o21 0.37 0.41 0.54 0.45 -o.08 0.15 0.49 0.52 0.42 0.47 o.so 0.56 039 0.65 0.45 0.60 0.64 0.57 0.60 0.43 0.13 0.18 0.20 033 0.15 0.63 0.59 0.66 0.59 0.55 1.00 S 

~ ~~ ~~~~~~~~~~ ~~~~~OJ3~~~~~~~=~0J3~~=~~M~~~~M~~~~OJ30J3~~~~~~~ 

Note: All estimates on this page are in U.S. dollar terms. Given the complex risk-reward trade·offs involved, we advise clients to rely on judgment as well as quantitative optimization approaches in setting st rategic allocations to all the above asset classes and strategies. Please note that all information shown is based 
on qualitative analysis. Exclusive reliance on the above is not advised. This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise of future performance. Note that these asset class and strategy assumptions are passive only-they do not consider the impact 
of active management. References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Assumptions. opinions and estimates are provided for illustrative purposes only. They should not be rel ied upon as recommendations to buy or sell securi ties. Forecasts of financial 
market trends th.~t are based on current market ~onditions constitute our judgment and are subject to change without notice. We believe the information provided here is reliable. but do not warrant its accuracy or completeness. This material has been prepared for information purposes only and is not intended to 
pr~vide. and should not be relied on for. accountmg, legal or tax advice. See footnotes on the prior page. 
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Asset Allocation: Corporate DB Plans vs. Endowments Defined Benefit Plans: Russell 3000 Companies 

• Endown1ern~ $2.5 , <1111111 Trillions ($) Funded Status(%) ..... r 110% 

• Corporate Defined Benefit Plans 

Equities 
48.0% 

Fixed Income 

20.1% 
Hedge Funds 

15.9% 
Private Equity 

17.7% 
Real Estate 

Other 

Cash 

$2.0 

$1 .5 

$1 .0 
'07 '08 '09 '10 '11 '12 '13 Est. 

Pension Return Assumptions: S&P 500 companies 

en 
Q) 

40% 

30% 

·c: 20% ro a. 
E 
0 
() 10% 
0 
~ 0 

0% 

• 1999: Average 9.2% 34oto 

• 20 . I e1age .3° 

100% 

90% 

80% 

70% 

%of total <6% 6to 6.5to 7to 7.5to 8to 8.5to 9to 9.5to > 10% 
6.5% 7% 7.5% 8% 8.5% 9% 

Return Assumption 
Source: NACUBO (National Association of College and University Business Officers), Towers Watson, Compustat/FactSet, J.P. Morgan Asset 
Management. Asset allocation as of 2012. Funded status for 2013 estimated using 2013 market returns. Endowments represents dollar-weighted 
average data of 842 colleges and universities. Pension Return Assumptions based on all available and reported data from S&P 500 Index 
companies. Pension Assets, Liabilities and Funded Status based on Russell 3000 companies reporting pension data. Return assumption bands are 
inclusive of upper range. All information is shown for illustrative purposes only. Guide to the Markets - U.S. Data are as of 12/31/13. 
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