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Introduction: Investment Strategy Setting Cycle

Asset-Liability Study: 
Return-Seeking vs. Risk-
Reducing Exposure

• Primary driver of long-term 

success

• Important to set strategy in 

the context of plan liabilities

• Recent 2025 study confirmed 

illiquidity tolerance and 78% 

return-seeking risk posture

Asset Allocation Review: 
Asset Class Utilization

• Translate results of A-L study 

into actionable strategic asset 

allocation

• Return-seeking portfolio includes 

public equity, return-seeking 

fixed income, diversifying, private 

debt, real assets, private equity, 

and the opportunity fund

• Risk-reducing assets include U.S. 

fixed income

Ongoing Review: 
Performance as planned; 
no surprises

• Proactive assessment of 

portfolio and risks

• Related oversight functions: 

performance reporting, 

securities lending, proxy 

voting, etc.

Structure Review: 
Implementation of Asset 
Classes

• Implement asset allocation 

that conforms with stated 

objectives and risk tolerance

○ Risk-focused approach

○ Efficient, cost-effective 

implementation

○ Scheduled for September 

2025

3 – 5 years Annually Annually Ongoing

The 2025 Asset Liability Study confirmed existing risk posture of 78% return-seeking

Today’s objective: Refine, as needed, the asset class composition to enhance expected risk-adjusted returns

• Are any asset classes missing that would improve the expected outcomes of the portfolio?

• Are the policy weights still appropriate, or can expected risk vs. return improve by modifying?

Determining asset allocation is among the most important investment decisions
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SDCERS Portfolio is very well-diversified and appropriately structured to achieve its 
long-term objectives

Key Takeaways: SDCERS Asset Allocation Observations

Private and Confidential - Investment advice and consulting services provided by Aon Investments USA Inc.

Diversification does not ensure profit nor does it protect against loss of principal. Diversification among investment options and asset classes may help to reduce overall volatility.

➢ Exposure to all major asset categories and sub-categories, including flexibility via the opportunity fund

➢ Notable exposure to illiquidity premium across both equity and debt markets and asset categories

➢ Lower equity beta compared to peers due to diversification into alternatives

Earn Market 
Risk 
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Diversify 
Market Risks
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Skill
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Inflation Risk
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Risk-Reducing Assets (e.g., 
investment grade bonds)

Equity (Public and Private)
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Key Takeaways: 2025 Asset Allocation Recommendation 

1. Shift 1% into each Infrastructure and Diversifying from Real Estate 

and Public Equity

• Improves expected risk/return profile

• Increases allocations to asset classes with the lowest policy 

targets in which we maintain high conviction

• Better balances Real Assets portfolio and allows for further 

diversification of Diversifying asset class

2. Adopt a Total Public Equity Policy Approach

• Allows for more efficient implementation of the intended global 

equity orientation

• Reduces potential for unintended biases to regional weights 

compared to market cap weights

3. Modify Opportunity Fund strategic weight to 0% and allow up to 

5% max allocation

• Maintains policy flexibility with an allowable range while better 

defining the Total Fund’s long-term strategic policy target

6
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*Recommend rebalancing ranges allow for a maximum allocation of 5%

Aon recommends adopting the Recommended Policy shown below, which includes the following updates:

Asset Class Current Recommended

U.S. Equity 18% --

Non-U.S. Equity 12% --

Global Equity 6% --

Public Equity -- 38%

Return-Seeking Fixed Income 5% 5%

Real Assets 15% 15%

Real Estate 11% 10%

Infrastructure 4% 5%

Private Debt 5% 5%

Diversifying 4% 5%

Private Equity 10% 10%

Opportunity Fund 3% 0%**

Fixed Income 22% 22%

Total Fund 100% 100%



Asset Allocation Review
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Asset Allocation Update

As of March 31, 2025

▪ As a result of the 2023 Asset Allocation Study, the Board approved policy changes which were intended to improve 

resiliency through additional diversification, including the addition of a 5% allocation to Private Debt and an additional 

1% allocation to Infrastructure

22.0

0.1

10.0

4.0

2.0

3.0
11.0

5.0

6.0

14.8

22.1

22.0

3.0

10.0

4.0

5.0

4.0

11.0

5.0

6.0

12.0

18.0

0.0 5.0 10.0 15.0 20.0 25.0

Fixed Income

Opportunity Fund

Private Equity

Diversifying

Private Debt

Infrastructure

Real Estate

Return-Seeking Fixed Income

Global Equity

Non-U.S. Equity

U.S. Equity

Percent of Total Fund (%0

SDCERS Policy Target vs. Interim Target 

Policy Target

Interim Policy



9Private and Confidential | Investment advice and consulting services provided by Aon Investments USA Inc.

Portfolio Modeling Approach

For Asset-Liability modeling purposes, Aon has made the below assumptions:

1. Model public equity as 100% global equity (rather than US, Non-US and Global)

○ Reflects the intended global equity mandate and simplifies modeling

2. Model the unfunded portion of the Opportunity Fund (OF) allocation as public equity

○ OF unfunded allocation is currently invested in public equity, and as new opportunities will be sourced from public equity, 

this approach more accurately reflects the long-term expected risk/return

○ Effectively, this puts public equity exposure at 39%, rather than current long-term policy of 36%

Current Policy Modeling

Public Equity (global) 36% 39%

Return-Seeking Fixed Income 5 5

Private Equity 10 10

Real Estate 11 11

Infrastructure 4 4

Private Debt 5 5

Diversifying 4 4

Opportunity Fund 0 - 3 -

Fixed Income 22 22



Asset Class

12/31/24 
Allocation

SDCERS 
Target

Expected 
Return*

Expected 
Risk

Public Equity 42.4% 39.0% 7.1% 17.6%

Return-Seeking Fixed Income 5.3 5.0 6.9 9.0

Diversifying2 3.9 4.0 5.2 8.7

Private Equity 10.5 10.0 10.3 19.8

Private Debt 2.0 5.0 6.8 10.2

Real Estate3 9.5 11.0 6.5 17.7

Infrastructure4 2.8 4.0 8.8 13.8

U.S. Fixed Income 21.6 22.0 4.8 5.4

Opportunity Fund5 0.1 - - -

Cash - - 3.7 1.9

Total Fund Expectations As of 3/31/20251

Expected Nominal Return 7.34%

Risk (Standard Deviation) 10.07%

Sharpe Ratio (Reward/Risk) 0.362

30-Year Asset Class Expected Nominal Return and Risk1

SDCERS’ Expected Risk and Return

Investment advice and consulting services provided by Aon Investments USA Inc.
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1 Expected returns are using Aon’s Q1 2025 30-Year Capital Market Assumptions as of 3/31/2025. 
CMAs contain projections about future returns on asset classes. Our CMA projections are designed 
to reflect the typical cost of implementing an investment program. Expected returns are calculated 
using weighted allocations of the underlying CMAs. Expected returns are geometric (long-term 
compounded; rounded to the nearest decimal) assuming portfolio weights are rebalanced annually. 
Expected returns presented are models and do not represent the returns of an actual client account. 
Your actual returns will be reduced by your advisory fees and other expenses you may incur as a 
client. Aon's advisory fees are described in Part 2A of Aon's Form ADV. Not a guarantee of future 
results. See appendix for capital market assumptions disclosure pages. Returns are nominal. U.S. 
Inflation (CPI) assumption is 2.3%.

2 Modeled as CTAs
3 Modeled as 70% core / 30% non-core
4 Modeled as 40% core / 60% non-core
5 Modelled as global public equity
6 70/30 Equity/Bond portfolio is 70% MSCI ACWI IMI / 30% Bloomberg Aggregate Bond Index
 

Updated assumptions result in a 30-year 7.3% annualized expected return1

0% 10% 20% 30% 40% 50% 60%

Equity Risk

Interest Rate Risk

Credit Spread Risk

Inflation Risk

Residual Risk

Risk Factor Exposure Expectations1,6

Current LT Policy 70/30 Equity/Bond
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Impact of Diversification
Rolling 3-years through 12/31/2024

SDCERS may trail during periods 

of strong equity bull markets

Note: 70/30 Equity/Bond portfolio is 70% MSCI ACWI IMI / 30% Bloomberg Aggregate Bond Index

SDCERS has experienced smaller drawdowns 

than the traditional equity/bond portfolio

70/30 Equity/BondTotal Fund
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Peer Comparison – SDCERS’ Current Policy
Asset allocation peer1 analysis (greater than $5B in Plan assets)

Key Observations

▪ In aggregate, SDCERS has a similar risk profile 

as peers with 78% to return-seeking assets 

compared to a peer average of 77%

• SDCERS has slightly higher illiquid exposure 

than peers at 34% compared to 32%

▪ However, SDCERS has a more diversified 

portfolio. Relative to peers:

• SDCERS’ public equity exposure is at the 25th 

percentile

• SDCERS’ real estate exposure is at the 75th 

percentile

• SDCERS’ fixed income exposure – including 

core and return-seeking fixed income – is at 

the 75th percentile

Source: Public Plans Data (publicplansdata.org) as of December 2024
1 Peers defined as public plans published within publicplansdata.org as of December 2024; Number of plans per year are shown in parentheses
SDCERS allocation based on the current target asset allocation with Opportunity Fund mapped to Public Equity, Diversifying mapped to Hedge Funds, and 
Infrastructure mapped to Real Assets.
Note: Publicplansdata.org groups private equity and private debt together while also referring to real assets as commodities; the naming of these buckets has 

been updated for purposes of this exhibit

Legend: Distribution of Outcomes

95th 

75th

25th

5th 

50thPeer Average
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SDCERS Actual 10-Year Risk and Return Relative to Peers1 

1 Investment Metrics universe of All Public Plans > $1B (167 Plans as of 12/31/2024)
2Traditional Equity/Bond portfolio is 70% MSCI ACWI IMI / 30% Bloomberg Aggregate Bond Index

10-year Statistics Return (%) Risk/Volatility (%) Sharpe Ratio

SDCERS Total Fund 6.90% 7.44% 0.70

SDCERS Total Fund Policy Benchmark 7.04% 7.69% 0.70

Traditional Equity/Bond2 7.06% 11.21% 0.51

Peer Universe Median 6.83% 8.27% 0.61

Total Fund 10-Year Risk (Volatility) and Return

As of December 31, 2024

• SDCERS’ greater exposure to 
alternative investments relative 
to peers has helped deliver 
stronger performance at a 
lower level of volatility given 
the benefits of diversification

• SDCERS has achieved similar 
returns as the traditional 
equity/bond portfolio at a 
significantly lower level of 
volatility

13

6.5% 
Actuarial Rate of 

Return



Recommendations
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Summary Recommendations
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1. Incremental Shift into Infrastructure and Diversifying

➢ Recommend shifting 1% into each Diversifying and Infrastructure from Public Equity and Real Estate. Small enhancements to 

long-term policy targets can improve the expected risk/return of the portfolio an increase allocations to asset classes with the 

lowest policy targets in which we maintain high conviction

2. Adopt a Total Public Equity Policy Approach

➢ Recommend adopting a Total Public Equity Policy benchmarked to the MSCI ACWI IMI Index* to allow for more efficient 

implementation of the intended global equity orientation and prevent unintended biases.

➢Recommend maintaining the current underlying portfolio structure and benchmarks across U.S., Non-U.S. and Global Equity

3. Modify Opportunity Fund strategic weight to 0% and allow up to 5% max allocation

➢ Recommend modifying the Opportunity Fund allocation to a 0% Policy target, while still allowing opportunistic 

investments up to 5%. This maintains policy flexibility while better defining the Total Fund’s long-term policy target 

*MSCI All Country World Investable Market Index, which represents large, mid and small cap stocks across 23 Developed Markets and 

24 Emerging Markets countries and covering approximately 99% of the global equity opportunity set.



Asset Class

Modelled 
Current 
Policy

Alt. 1 – Move 
1% from RE to 

Infra

Recommendation:
Alt. 2 – Alt. 1 and 

Move 1% from Equity 
to Diversifying

Public Equity 39% 39% 38%

Return-Seeking FI 5 5 5

Diversifying2 4 4 5

Private Equity 10 10 10

Private Debt 5 5 5

Real Estate3 11 10 10

Infrastructure4 4 5 5

U.S. Fixed Income 22 22 22

Total Fund Expectations As of 3/31/2025

Expected Nominal Return1 7.34% 7.36% 7.35%

Risk (Standard Deviation) 10.07% 10.03% 9.89%

Sharpe Ratio (Reward/Risk) 0.362 0.365 0.369

Max Illiquids 34% 34% 35%

30-Year Asset Class Expected Nominal Return and Risk1

1. Asset Allocation Recommendation

Investment advice and consulting services provided by Aon Investments USA Inc.
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1 Expected returns are using Aon’s Q1 2025 30-Year Capital Market Assumptions as of 3/31/2025. CMAs contain projections about future returns on asset 
classes. Our CMA projections are designed to reflect the typical cost of implementing an investment program. Expected returns are calculated using 
weighted allocations of the underlying CMAs. Expected returns are geometric (long-term compounded; rounded to the nearest decimal) assuming portfolio 
weights are rebalanced annually. Expected returns presented are models and do not represent the returns of an actual client account. Your actual returns 
will be reduced by your advisory fees and other expenses you may incur as a client. Aon's advisory fees are described in Part 2A of Aon's Form ADV. Not a 
guarantee of future results. See appendix for capital market assumptions disclosure pages. Returns are nominal. U.S. Inflation (CPI) assumption is 2.3%.

2 Modeled as CTAs for Current and Alt. 1 and 50% CTAs / 50% Low Beta Hedge Funds for all Alt. 2
3 Modeled as 70% core / 30% non-core
4 Modeled as 40% core / 60% non-core

Additional Diversification Impact Expectations at the Margin
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Current Policy (78% R-S)

Alternative #1 (78% R-S)
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17Private and Confidential | Investment advice and consulting services provided by Aon Investments USA Inc.

1. Asset Allocation Recommendation: Portfolio Efficiency Analysis
SDCERS Portfolio is largely efficient; slight tweaks can modestly improve risk/return 
expectations

Key Observations
• Current portfolio is well-diversified across asset 

classes and is largely efficient

• Efficient frontier represents an optimized set of 

portfolios based on allowing +/-30% from targets 

along with a 35% cap on total illiquid assets

• Both alternative portfolios shown move closer to the 

optimized curve

• Optimization analysis can be heavily influenced by 

small changes in inputs and constraints and must be 

paired with additional analysis and consideration 

Portfolio Metrics Return-Seeking (R-S) Assets Risk-Reducing/
Safety Assets

Exp. 
Nominal 
Return1

Exp. 
Nominal 
Volatility

Sharpe 
Ratio

Public 
Equity

Return-
Seeking 
Fixed 
Income Diversifying

Private 
Equity

Private 
Debt

Real 
Estate Infra Core Bonds

Current Policy (78% R-S) 7.34% 10.07% 0.36 39.0% 5.0% 4.0% 10.0% 5.0% 11.0% 4.0% 22%

Alternative #1 (78% R-S) 7.36% 10.03% 0.37 39.0% 5.0% 4.0% 10.0% 5.0% 10.0% 5.0% 22%

Alternative #2 (78% R-S) 7.35% 9.89% 0.37 38.0% 5.0% 5.0% 10.0% 5.0% 10.0% 5.0% 22%

1 Expected returns are using Aon’s Q2 2025 30-Year Capital Market Assumptions as of 3/31/2025. CMAs contain projections about future returns on asset classes. Our CMA projections are designed to reflect the typical cost of 
implementing an investment program. Expected returns are calculated using weighted allocations of the underlying CMAs. Expected returns are geometric (long-term compounded; rounded to the nearest decimal) assuming 
portfolio weights are rebalanced annually. Expected returns presented are models and do not represent the returns of an actual client account. Your actual returns will be reduced by your advisory fees and other expenses you may 
incur as a client. Aon's advisory fees are described in Part 2A of Aon's Form ADV. Not a guarantee of future results. See appendix for capital market assumptions disclosure pages.

Percentages may not sum to 100% due to rounding.



1. Asset Allocation Recommendation Summary

Recommend shifting 1% into each Diversifying and Infrastructure from Public Equity and Real Estate

• Aon evaluated multiple allocation mixes considering forward-looking CMAs, SDCERS’ specific circumstances and our 

qualitative outlook

Quantitative modeling suggests:

• Incrementally shift 1% from Real Estate to Infrastructure improves the risk-adjusted returns

• Incrementally shift 1% from Public Equity to Diversifying improves the risk-adjusted returns, largely by reducing overall 

volatility 

Qualitative considerations:

• Infrastructure and Real Estate are categorized as real assets; serving similar roles in the portfolio of diversified returns 

with an income orientation

• Preference for a more balanced allocation between Infrastructure and Real Estate from a modeling perspective

• Increasing the allocation to Diversifying can further diversify this portfolio beyond dedicated Managed Futures

• Infrastructure and Diversifying have the smallest target allocations in the portfolio today at 4% each; therefore, we view 

these modest changes positively as each asset class can be implemented more efficiently with slightly higher allocations
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2. Public Equity Recommendation
Overview

Recommendation: Adopt a single Total Public Equity policy target to allow the Investment Team to rebalance at the Total Public 
Equity level in order to maintain the global equity orientation and benchmark to the MSCI ACWI IMI Index*

• Presents a more efficient approach to maintain the intended global orientation within public equity

• Alleviates the need to update the sub-asset class targets when large market moves occur and reduces the risk of 
unintended geographic biases in the portfolio and potential impact to performance

What stays the same:

• Public equity asset class will maintain a global orientation as currently intended

• The underlying U.S., Non-U.S. or Global Equity structures - the IC will still review the underlying equity structures in the 
same manner as it has in the past and approve each on an annual basis

• Performance reporting for each sub-asset class (region) would be unaffected

What would change: 

• Investment Policy Statement updates would include:

○ Setting a Total Public Equity Benchmark of MSCI ACWI IMI, representing the global equity opportunity set

○ Updating rebalancing policy to include ranges for Total Public Equity and guardrails for regional targets

• Performance report would include a Total Public Equity composite in addition to the regional sub-component composites

*MSCI All Country World Investable Market Index, which represents large, mid and small cap stocks across 23 Developed 

Markets and 24 Emerging Markets countries and covering approximately 99% of the global equity opportunity set.
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2. Public Equity Recommendation
Background

In 2018, SDCERS adopted a global orientation to its public equity exposure, meaning SDCERS seeks exposure in line with global equity 

opportunity set, as defined by the MSCI ACWI IMI

• The goal of the public equity allocation is to obtain broad market exposure and avoid any unintended structural biases

SDCERS policy targets to U.S., Non-U.S. and Global Equity have been monitored and updated over time to maintain alignment with the 

global equity market weights (MSCI ACWI IMI)

• Over the past 20 years, U.S. equity has climbed from 52% to 63% of the global equity markets and SDCERS Policy has been 

updated accordingly; a recent surge in U.S. equity returns has again created an unintended bias towards Non-U.S. equity

Adopting a Total Equity Policy will allow for a more efficient implementation of the intended global equity exposure

61.0%

39.0%

63.2%

36.8%

U.S. Non-U.S.

Global Equity Market (MSCI ACWI IMI*) 

vs. SDCERS Current Policy

SDCERS Policy Target Market (MSCI ACWI IMI)

Current Policy Proposed Policy

U.S. Equity Target 18% --

Non-U.S. Equity Target 12 --

Global Equity Target
(63% U.S. / 37% Non-U.S.)*

6 --

Total Public Equity -- 36%**

Aggregate Exposure

U.S. Equity Exposure 61.0% 63.2%

Non-U.S. Equity Exposure 39.0% 36.8%

*As of 3/31/25
*Current long-term public equity target excluding opportunity fund; this deck has a 
recommendation to modify total public equity target to 38% 



21Private and Confidential │ Investment advice and consulting services provided by Aon Investments USA Inc.

3. Opportunity Fund Recommendation
Overview

Recommendation: Modify Opportunity Fund strategic weight to 0% and allow up to 5% max allocation

Why?

• Preserves flexibility – can still invest in opportunities that arise due to market dislocations or niche investment types

• Increased maximum allows for meaningful investment should the opportunity arise

• Simplifies the long-term asset allocation policy

What would change: 

• Investment Policy Statement updates would include:

○ Widening the Opportunity Fund bands to 0-5% of the Total Fund while maintaining a 0% overall target

○ Benchmarking and implementation items will be reviewed in depth during the structure review

Consideration Current Proposed

Role 

➢ Return enhancement

➢ Investments that don’t fit within existing asset classes

➢ Investments that share characteristics of more than one asset class

➢ Truly opportunistic 

Policy Target 3% 0%

Max allowable allocation 3% 5%



Conclusion
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SDCERS Asset Allocation Review Conclusions and Recommendations

➢ SDCERS’ current long-term policy remains appropriate and is 

well-structured to meet the Plan’s long-term objectives

➢ Minor enhancements to the target policy can improve risk-

adjusted returns with minimal disruption to current portfolio. 

➢ Aon recommends adopting the Recommended Policy, which 

includes the following updates:

1. Shift 1% into each Infrastructure and Diversifying from 

Real Estate and Public Equity

2. Adopt a Total Public Equity Policy, benchmarked to the 

MSCI ACWI IMI Index, and maintain the current structure 

and benchmarks of U.S., Non-U.S. and Global Equity*

3. Modify Opportunity Fund strategic weight to 0% and allow 

up to 5% max allocation

23Private and Confidential - Investment advice and consulting services provided by Aon Investments USA Inc.

Asset Class Current Recommended

U.S. Equity 18% --

Non-U.S. Equity 12% --

Global Equity 6% --

Public Equity -- 38%

Return-Seeking Fixed Income 5% 5%

Real Assets 15% 15%

Real Estate 11% 10%

Infrastructure 4% 5%

Private Debt 5% 5%

Diversifying 4% 5%

Private Equity 10% 10%

Opportunity Fund 3% 0%**

Fixed Income 22% 22%

Total Fund 100% 100%

*Please see slide 26 if a Total Public Equity approach is not adopted for the alternate proposed policy recommendation

**Recommend rebalancing ranges allow for a maximum allocation of 5%



1. Aon will conduct the annual Portfolio Structure Review in September with a particular focus on Diversifying, Real 
Assets and Opportunity Fund

2. Aon will conduct its annual Investment Policy Statement Review in September, including:

➢ Language for Total Public Equity Policy implementation including sub-asset class ranges and guardrails for 
rebalancing

➢ Opportunity Fund implementation

➢ Benchmark review and recommendations

3. Upon approval of structure and policy, manager searches will be conducted, as needed, to achieve the new asset 
allocation targets

Next Steps



Appendix
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Public Equity: Alternate Recommendation

Should SDCERS decide not to adopt a Total Equity Policy approach, Aon would recommend modifying the U.S., Non-U.S. and Global Equity 

policy weights to align with the current global equity opportunity set, as defined by the MSCI ACWI IMI and as outlined below.

61.0%

39.0%

62.6%

37.4%

63.2%

36.8%

U.S. Non-U.S.

Aggregate U.S. / Non-U.S. Exposure

As of 3/31/25 

SDCERS Current Policy SDCERS Alternate Policy Rec.

Market (MSIC ACWI IMI)

Asset Class Current Recommended Alternate

U.S. Equity 18% -- 20%

Non-U.S. Equity 12% -- 12%

Global Equity 6% -- 6%

Public Equity -- 38% --

Return-Seeking Fixed Income 5% 5% 5%

Real Assets 15% 15% 15%

Real Estate 11% 10% 10%

Infrastructure 4% 5% 5%

Private Debt 5% 5% 5%

Diversifying 4% 5% 5%

Opportunity Fund 3% 0%* 0%*

Private Equity 10% 10% 10%

Fixed Income 22% 22% 22%

Total Fund 100% 100% 100%

*Recommend rebalancing ranges allow for a maximum allocation of 5%



Current Policy (78% R-S)

Alternative #1 (78% R-S)

Alternative #2 (78% R-S)
Aon Model (Liquid)

Aon Model (Less 

Liquid)

Aon Model (More 

Illiquid)
Aon Model 

(Unconstrained)
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SDCERS Portfolio Analysis Inclusive of Aon’s Model Portfolios
SDCERS Portfolio Mostly Reflects Aon’s Best Thinking Related to Asset Allocation

Key Observations
• Current portfolio is diversified across return-

seeking asset classes and plots favorably 

along Aon’s model portfolio spectrum

• Constrained frontier represents an 

optimized set of portfolios based on 

allowing +/-30% from target asset classes 

along with a 35% cap on total illiquid assets

• Both alternative portfolios shown move 

closer to the optimized curve

Portfolio Metrics Return-Seeking (R-S) Assets Risk-Reducing/
Safety Assets

Exp. 
Nominal 
Return1

Exp. Nominal 
Volatility

Sharpe 
Ratio

Public 
Equity

Private 
Equity Diversifying

Return-
Seeking 
Fixed 
Income

Private  
Debt

Real 
Estate Infrastructure

Core 
Bonds

Current Policy (78% R-S) 7.34% 10.07% 0.36 39.0% 10.0% 4.0% 5.0% 5.0% 11.0% 4.0% 22%

Alternative #1 (78% R-S) 7.36% 10.03% 0.37 39.0% 10.0% 4.0% 5.0% 5.0% 10.0% 5.0% 22%

Alternative #2 (78% R-S) 7.35% 9.89% 0.37 38.0% 10.0% 5.0% 5.0% 5.0% 10.0% 5.0% 22%

Aon Model (Liquid) 6.93% 11.48% 0.28 58.5% 0.0% 0.0% 7.3% 0.0% 6.1% 6.1% 22%

Aon Model (Less Liquid) 7.17% 10.68% 0.32 48.8% 4.9% 4.9% 7.3% 0.0% 6.1% 6.1% 22%

Aon Model (More Illiquid) 7.31% 10.38% 0.35 43.9% 9.8% 7.3% 4.9% 2.4% 4.8% 4.8% 22%

Aon Model (Unconstrained) 7.55% 9.81% 0.39 34.1% 14.6% 7.3% 4.9% 4.9% 6.1% 6.1% 22%

1 Expected returns are using Aon’s Q2 2025 30-Year Capital Market Assumptions as of 3/31/2025. CMAs contain projections about future returns on asset classes. Our CMA projections are designed to reflect the typical cost of implementing an investment program. 
Expected returns are calculated using weighted allocations of the underlying CMAs. Expected returns are geometric (long-term compounded; rounded to the nearest decimal) assuming portfolio weights are rebalanced annually. Expected returns presented are 
models and do not represent the returns of an actual client account. Your actual returns will be reduced by your advisory fees and other expenses you may incur as a client. Aon's advisory fees are described in Part 2A of Aon's Form ADV. Not a guarantee of future 
results. See appendix for capital market assumptions disclosure pages.

Percentages may not sum to 100% due to rounding.
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Spectrum of Aon’s Model Portfolios
Reflects our best ideas as a starting point for a typical public pension plan

Aon’s Model Portfolios are a starting point for setting asset allocation, reflecting Aon’s best ideas for a typical public 
defined benefit plan across a range of circumstances noted below

Intended as a starting point for asset allocation analysis and decision-making and to be customized based on client-specific needs and 

circumstances

As a general statement, moving from left-to-right on the above spectrum increases both investment portfolio return potential and risk-adjusted 

return potential, based on our capital markets modelling

• It also increases the reliance on “alpha” (manager skill) and reduces the emphasis on market “beta” (market risk premiums); alpha is not 

guaranteed

Liquid Less Liquid More Illiquid Unconstrained

Complexity Simple Complex

Costs Low Cost Higher Cost

Resources Light Resources Deep Resources

Governance Modest Governance Strong Governance

Liquidity More Liquid Less Liquid
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Aon’s Capital Market Assumptions
Background

• Long-term (10- and 30-year forecasts) forward-looking assumptions 

(asset class geometric return, volatility, and correlations)

• Building block approach, primarily based on consensus expectations 

and market-based inputs

• Best estimates of annualized returns (50/50 better or worse)

• Market returns: no active management value added (except for 

certain assets classes, such as hedge funds)

• Net of investment fees

• Updated quarterly

29Private and Confidential | Investment advice and consulting services provided by Aon Investments USA Inc.
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Summary of Capital Market Assumptions
As of March 31, 2025

1 Expected returns are using Aon’s 10/30-Year Capital Market Assumptions as of 3/31/2025. CMAs contain projections about future returns on asset classes. Our CMA projections are designed to reflect the typical 
cost of implementing an investment program. Expected returns are calculated using weighted allocations of the underlying CMAs. Expected Returns are geometric (long-term compounded; rounded to the nearest 
decimal) assuming portfolio weights are rebalanced annually. Expected returns presented are models and do not represent the returns of an actual client account. Your actual returns will be reduced by your 
advisory fees and other expenses you may incur as a client. Aon's advisory fees are described in Part 2A of Aon's Form ADV. Not a guarantee of future results.

2 Alpha incorporated in Expected Nominal Return

10-Year CMAs 30-Year CMAs
Expected 

Real 
Return1

Expected 
Nominal 
Return1

Expected 
Nominal 

Volatility

Assumed 
Global 

Equity Beta

Expected 
Real 

Return1

Expected 
Nominal 
Return1

Expected 
Nominal 

Volatility

Assumed 
Global 

Equity Beta
Equity

1 Global Equity IMI 4.7% 7.1% 17.7% 1.00 4.7% 7.1% 17.6% 1.00
Fixed Income

2 Cash (Gov't) 1.4% 3.7% 1.3% 0.01 1.4% 3.7% 1.9% 0.01
3 Core Fixed Income 2.5% 4.9% 5.1% 0.01 2.4% 4.8% 5.4% 0.01
4 Multi-Asset Credit2 4.5% 6.9% 8.8% 0.30 4.5% 6.9% 9.0% 0.31

Alternatives

5 Hedge Funds - Low Beta2 3.3% 5.7% 4.0% 0.09 3.3% 5.7% 4.3% 0.10
6 Hedge Funds - CTAs2 2.8% 5.2% 8.5% 0.06 2.8% 5.2% 8.7% 0.07
7 Core Infrastructure 5.6% 8.0% 12.5% 0.18 5.6% 8.0% 12.6% 0.19
8 Core Real Estate 3.5% 5.9% 15.0% 0.30 3.5% 5.9% 14.8% 0.29
9 Non-Core Real Estate 5.3% 7.7% 24.9% 0.65 5.1% 7.5% 24.9% 0.65

10 Private Equity 7.7% 10.2% 20.0% 0.68 7.8% 10.3% 19.8% 0.68
11 Infrastructure 6.7% 9.2% 16.0% 0.31 6.7% 9.2% 15.9% 0.31
12 Open-End Real Assets 4.9% 7.3% 10.3% 0.24 4.8% 7.2% 10.4% 0.24
13 Closed-End Real Assets 6.7% 9.2% 16.1% 0.47 6.6% 9.1% 16.1% 0.48
14 Private Debt 5.0% 7.4% 9.7% 0.23 4.4% 6.8% 10.2% 0.24

Inflation

15 Inflation 0.0% 2.3% 1.7% 0.0% 2.3% 1.6%

Private and Confidential | Investment advice and consulting services provided by Aon Investments USA Inc.
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Summary of Capital Market Assumptions
As of March 31, 2025

Nominal Correlations 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15

1 Global Equity IMI 1.00 0.09 0.03 0.60 0.40 0.13 0.26 0.35 0.46 0.60 0.34 0.41 0.52 0.41 0.09

2 Cash (Gov't) 0.09 1.00 0.42 0.12 0.18 0.03 0.10 0.16 0.14 0.09 0.13 0.17 0.18 0.10 0.42

3 Core Fixed Income 0.03 0.42 1.00 0.27 0.17 0.03 0.04 0.06 0.05 0.03 0.06 0.07 0.07 0.03 0.00

4 Multi-Asset Credit 0.60 0.12 0.27 1.00 0.48 0.09 0.15 0.19 0.26 0.34 0.19 0.23 0.30 0.70 0.12

5 Hedge Funds - Low Beta 0.40 0.18 0.17 0.48 1.00 0.07 0.14 0.17 0.21 0.28 0.17 0.21 0.25 0.39 0.11

6 Hedge Funds - CTAs 0.13 0.03 0.03 0.09 0.07 1.00 0.03 0.03 0.04 0.06 0.04 0.04 0.05 0.06 0.02

7 Core Infrastructure 0.26 0.10 0.04 0.15 0.14 0.03 1.00 0.14 0.16 0.24 0.78 0.70 0.51 0.13 0.06

8 Core Real Estate 0.35 0.16 0.06 0.19 0.17 0.03 0.14 1.00 0.96 0.31 0.18 0.81 0.83 0.17 0.09

9 Non-Core Real Estate 0.46 0.14 0.05 0.26 0.21 0.04 0.16 0.96 1.00 0.36 0.21 0.79 0.87 0.21 0.09

10 Private Equity 0.60 0.09 0.03 0.34 0.28 0.06 0.24 0.31 0.36 1.00 0.31 0.36 0.43 0.29 0.07

11 Infrastructure 0.34 0.13 0.06 0.19 0.17 0.04 0.78 0.18 0.21 0.31 1.00 0.60 0.66 0.17 0.08

12 Open-End Real Assets 0.41 0.17 0.07 0.23 0.21 0.04 0.70 0.81 0.79 0.36 0.60 1.00 0.90 0.20 0.10

13 Closed-End Real Assets 0.52 0.18 0.07 0.30 0.25 0.05 0.51 0.83 0.87 0.43 0.66 0.90 1.00 0.24 0.11

14 Private Debt 0.41 0.10 0.03 0.70 0.39 0.06 0.13 0.17 0.21 0.29 0.17 0.20 0.24 1.00 0.14

15 Inflation 0.09 0.42 0.00 0.12 0.11 0.02 0.06 0.09 0.09 0.07 0.08 0.10 0.11 0.14 1.00
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3/31/2025 Assumptions (30-Year)
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Expected Returns and Risks

1 Expected returns are using Aon 30 Year Capital Market Assumptions as 
of 3/31/2025. CMAs contain projections about future returns on asset 
classes. Our CMA projections are designed to reflect the typical cost of 
implementing an investment program. Expected returns are calculated 
using weighted allocations of the underlying CMAs. Expected Returns 
are geometric (long-term compounded; rounded to the nearest decimal) 
assuming portfolio weights are rebalanced annually. Expected returns 
presented are models and do not represent the returns of an actual 
client account. Your actual returns will be reduced by your advisory fees 
and other expenses you may incur as a client. Aon's advisory fees are 
described in Part 2A of Aon's Form ADV. Not a guarantee of future 
results.

30-yr 30-yr 30-yr

Equity Expected Real Return1 Expected Nominal Return1 Expected Volatility1

Large Cap U.S. Equity 4.5% 6.9% 18.3%

Small Cap U.S. Equity 5.0% 7.4% 24.5%

Global Equity (Developed & Emerging) 4.7% 7.1% 17.6%

International (Non-U.S.) Equity (Developed) 4.2% 6.6% 19.1%

Emerging Markets Equity 4.7% 7.1% 21.7%

Fixed Income

Cash (Gov't) 1.4% 3.7% 1.9%

TIPS 1.7% 4.0% 4.4%

Core U.S. Fixed Income (Market Duration) 2.4% 4.8% 5.4%

Long Duration Bonds – Gov’t / Credit 3.2% 5.6% 9.9%

Long Duration Bonds – Credit 3.7% 6.1% 12.0%

Long Duration Bonds – Gov’t 2.8% 5.2% 10.1%

High Yield Bonds 3.8% 6.2% 10.6%

Bank Loans 3.6% 6.0% 7.5%

Non-US Developed Bond (100% Hedged) 2.2% 4.5% 4.0%

Short Duration Bonds - Gov't 1.5% 3.8% 2.5%

Short Duration Bonds - Credit 2.2% 4.5% 2.9%

Intermediate Duration Bonds - Gov't 1.6% 3.9% 4.1%

Intermediate Duration Bonds - Credit 2.7% 5.1% 5.3%

Market Duration Bonds - Gov't (Model Portfolios) 1.7% 4.0% 4.8%

Core Plus - Fixed Income (Model Portfolios) 2.8% 5.2% 6.4%

STRIPS (25 Duration) 2.8% 5.2% 15.0%

Emerging Market Bonds (Sov. USD) 4.1% 6.5% 11.5%

Emerging Market Bonds (Corporate USD) 3.6% 6.0% 11.3%

Emerging Market Bonds (Sov. Local) 3.4% 5.8% 13.4%

Alternative Investments

Hedge Funds - Direct (Universe) 2.8% 5.2% 5.5%

Hedge Funds - Direct (Institutional Quality) 4.3% 6.7% 5.5%

eLDI 4.0% 6.4% 6.4%

Private Real Estate (Core) 3.5% 5.9% 14.8%

Private Real Estate (Non-Core) 5.1% 7.5% 24.9%

U.S. REITs 4.2% 6.6% 18.7%

Infrastructure (Open-End) 5.6% 8.0% 12.6%

Infrastructure (Closed-End) 6.7% 9.2% 15.9%

Open-End Real Assets (Model Portfolios) 4.8% 7.2% 10.4%

Closed-End Real Assets (Model Portfolio) 6.6% 9.1% 16.1%

Private Equity 7.8% 10.3% 19.8%

Commodities 1.4% 3.7% 16.9%

Hedge Funds - Low Beta (Universe) 2.3% 4.7% 4.3%

Hedge Funds - High Beta (Universe) 3.3% 5.7% 8.2%

Hedge Funds - Low Beta (Institutional Quality) 3.3% 5.7% 4.3%

Hedge Funds - High Beta (Institutional Quality) 5.3% 7.7% 8.2%

Private Debt -- Direct Lending 4.4% 6.8% 10.2%

Timberland 2.4% 4.8% 12.3%

Farmland 3.1% 5.5% 15.4%

Liquid Return-Seeking Fixed Income (Institutional Quality) 4.5% 6.9% 9.0%

Liquid Return-Seeking Fixed Income (Universe) 3.8% 6.2% 8.6%

Insurance-Linked Securities (Catastrophe Bonds) 4.0% 6.4% 7.5%

85% ACWI/15% Russell 3000 4.7% 7.1% 17.8%

7-10 Yr Capital Efficiency 1.0% 3.3% 25.3%

Long Treasury Capital Efficiency 3.0% 5.4% 28.9%

Inflation 0.0% 2.3% 1.6%

4501074-NRC
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3/31/2025 Assumptions (10-Year)
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Expected Nominal Correlations

Expected returns are using Aon 10 Year Capital Market Assumptions as of 
3/31/2025. CMAs contain projections about future returns on asset 
classes. Our CMA projections are designed to reflect the typical cost of 
implementing an investment program. Expected returns are calculated 
using weighted allocations of the underlying CMAs. Expected Returns are 
geometric (long-term compounded; rounded to the nearest decimal) 
assuming portfolio weights are rebalanced annually. Expected returns 
presented are models and do not represent the returns of an actual client 
account. Your actual returns will be reduced by your advisory fees and 
other expenses you may incur as a client. Aon's advisory fees are 
described in Part 2A of Aon's Form ADV. Not a guarantee of future results.
Correlations based on expected returns on previous page.
The opinions referenced are as of the date of publication and are subject 
to change due to changes in the market or economic conditions and may 
not necessarily come to pass. Information contained herein is for 
informational purposes only and should not be considered investment 
advice.

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30 31 32 33 34 35 36 37 38 39 40 41 42 43 44 45 46 47 48 49 50

1 Large Cap U.S. Equity 1.00 0.93 0.98 0.78 0.70 0.09 -0.01 0.03 -0.03 0.06 -0.10 0.53 0.46 0.02 0.03 0.06 -0.04 0.05 -0.05 0.07 -0.10 0.38 0.40 0.57 0.77 0.77 0.15 0.33 0.44 0.70 0.26 0.33 0.39 0.50 0.59 0.46 0.40 0.82 0.40 0.82 0.41 0.02 0.02 0.56 0.59 0.03 0.99 -0.11 -0.11 0.08

2 Small Cap U.S. Equity 1.00 0.91 0.73 0.66 0.08 -0.02 0.02 -0.03 0.06 -0.09 0.50 0.43 0.01 0.02 0.06 -0.04 0.05 -0.06 0.06 -0.10 0.36 0.37 0.51 0.71 0.71 0.14 0.31 0.41 0.65 0.25 0.32 0.37 0.48 0.57 0.41 0.37 0.76 0.37 0.76 0.38 0.02 0.01 0.52 0.54 0.02 0.92 -0.10 -0.11 0.08

3 Global Equity (Developed & Emerging) 1.00 0.88 0.79 0.09 -0.01 0.03 -0.03 0.07 -0.10 0.58 0.46 0.02 0.02 0.06 -0.04 0.05 -0.06 0.07 -0.10 0.42 0.43 0.61 0.77 0.77 0.16 0.35 0.46 0.69 0.26 0.34 0.41 0.52 0.60 0.49 0.40 0.82 0.40 0.82 0.41 0.02 0.02 0.60 0.62 0.02 1.00 -0.11 -0.12 0.09

4 International (Non-U.S.) Equity (Developed) 1.00 0.73 0.05 -0.01 0.02 -0.03 0.06 -0.10 0.52 0.39 0.02 0.00 0.03 -0.05 0.04 -0.07 0.06 -0.09 0.38 0.41 0.60 0.64 0.64 0.13 0.33 0.42 0.57 0.23 0.29 0.37 0.47 0.52 0.49 0.35 0.67 0.35 0.67 0.35 0.02 0.02 0.55 0.57 0.01 0.87 -0.10 -0.11 0.11

5 Emerging Markets Equity 1.00 0.07 -0.02 0.03 -0.02 0.08 -0.10 0.62 0.38 0.02 0.01 0.05 -0.05 0.06 -0.06 0.07 -0.10 0.44 0.45 0.52 0.59 0.59 0.15 0.31 0.39 0.51 0.21 0.28 0.35 0.44 0.49 0.35 0.34 0.61 0.34 0.61 0.34 0.02 0.01 0.57 0.60 0.02 0.78 -0.11 -0.11 0.08

6 Cash (Gov't) 1.00 0.47 0.42 0.24 0.20 0.24 0.12 0.15 0.57 0.85 0.78 0.55 0.44 0.47 0.36 0.17 0.17 0.06 0.02 0.23 0.23 0.34 0.16 0.14 0.10 0.10 0.13 0.17 0.18 0.09 0.20 0.18 0.22 0.18 0.22 0.10 0.09 0.05 0.12 0.13 0.28 0.09 0.11 0.09 0.42

7 TIPS 1.00 0.52 0.47 0.40 0.47 0.06 -0.07 0.25 0.59 0.54 0.58 0.48 0.56 0.46 0.39 0.17 0.02 -0.01 0.07 0.07 0.42 0.05 0.04 0.01 0.04 0.05 0.06 0.05 -0.01 0.13 0.05 0.06 0.05 0.06 -0.09 0.06 0.04 0.01 0.02 0.13 -0.01 0.44 0.41 0.26

8 Core U.S. Fixed Income (Market Duration) 1.00 0.87 0.88 0.76 0.32 0.06 0.56 0.75 0.83 0.89 0.97 0.90 0.98 0.64 0.56 0.22 0.18 0.21 0.21 0.89 0.06 0.05 0.03 0.04 0.06 0.07 0.07 0.03 0.04 0.17 0.20 0.17 0.20 0.03 0.00 0.00 0.27 0.28 0.12 0.03 0.82 0.72 0.00

9 Long Duration Bonds – Gov’t / Credit 1.00 0.91 0.95 0.12 -0.10 0.47 0.55 0.58 0.77 0.78 0.83 0.82 0.91 0.40 0.10 0.10 0.09 0.09 0.79 0.01 0.00 -0.02 0.01 0.01 0.01 0.01 -0.02 -0.02 0.06 0.09 0.06 0.09 -0.11 -0.03 -0.01 0.09 0.10 0.07 -0.03 0.89 0.94 -0.14

10 Long Duration Bonds – Credit 1.00 0.73 0.46 0.23 0.45 0.45 0.59 0.62 0.86 0.66 0.92 0.70 0.66 0.30 0.27 0.28 0.28 0.89 0.04 0.05 0.05 0.04 0.05 0.06 0.06 0.06 0.00 0.22 0.26 0.22 0.26 0.18 -0.02 -0.01 0.41 0.43 0.06 0.07 0.70 0.72 -0.11

11 Long Duration Bonds – Gov’t 1.00 -0.14 -0.34 0.43 0.55 0.50 0.79 0.63 0.85 0.66 0.97 0.16 -0.06 -0.03 -0.07 -0.07 0.62 -0.02 -0.04 -0.06 -0.02 -0.02 -0.03 -0.04 -0.08 -0.04 -0.07 -0.05 -0.07 -0.05 -0.32 -0.03 -0.01 -0.16 -0.16 0.07 -0.10 0.93 0.99 -0.15

12 High Yield Bonds 1.00 0.72 0.15 0.09 0.27 0.01 0.41 -0.02 0.47 -0.18 0.82 0.62 0.61 0.68 0.68 0.51 0.22 0.28 0.38 0.17 0.22 0.26 0.32 0.39 0.38 0.49 0.66 0.49 0.66 0.63 0.03 0.02 0.90 0.94 0.04 0.57 -0.11 -0.17 0.17

13 Bank Loans 1.00 0.10 -0.08 0.20 -0.28 0.23 -0.31 0.24 -0.30 0.49 0.56 0.43 0.61 0.61 0.32 0.19 0.23 0.33 0.15 0.19 0.22 0.27 0.33 0.22 0.44 0.59 0.44 0.59 0.88 0.03 0.01 0.79 0.82 0.05 0.46 -0.41 -0.37 0.16

14 Non-US Developed Bond (100% Hedged) 1.00 0.62 0.64 0.55 0.56 0.53 0.53 0.37 0.30 0.14 0.16 0.17 0.17 0.49 0.06 0.06 0.03 0.04 0.05 0.07 0.07 0.02 0.11 0.14 0.16 0.14 0.16 0.05 0.03 0.02 0.18 0.18 0.16 0.02 0.37 0.35 0.17

15 Short Duration Bonds - Gov't 1.00 0.91 0.90 0.72 0.84 0.65 0.40 0.25 0.06 0.02 0.15 0.15 0.57 0.11 0.10 0.05 0.07 0.09 0.12 0.12 0.04 0.14 0.11 0.14 0.11 0.14 -0.11 0.06 0.04 0.05 0.05 0.24 0.02 0.55 0.44 0.27

16 Short Duration Bonds - Credit 1.00 0.82 0.87 0.77 0.80 0.37 0.44 0.18 0.13 0.26 0.26 0.72 0.12 0.11 0.07 0.08 0.10 0.13 0.13 0.07 0.14 0.20 0.24 0.20 0.24 0.14 0.05 0.03 0.26 0.27 0.22 0.06 0.50 0.40 0.24

17 Intermediate Duration Bonds - Gov't 1.00 0.80 0.99 0.77 0.64 0.26 0.02 0.01 0.04 0.04 0.67 0.05 0.03 -0.01 0.02 0.03 0.05 0.04 -0.03 0.06 0.02 0.04 0.02 0.04 -0.27 0.02 0.01 -0.05 -0.05 0.15 -0.04 0.86 0.73 0.06

18 Intermediate Duration Bonds - Credit 1.00 0.80 0.98 0.51 0.62 0.27 0.23 0.28 0.28 0.90 0.07 0.07 0.05 0.05 0.07 0.08 0.09 0.06 0.06 0.22 0.26 0.22 0.26 0.17 0.01 0.00 0.38 0.39 0.13 0.06 0.69 0.58 0.04

19 Market Duration Bonds - Gov't (Model Portfolios) 1.00 0.78 0.72 0.25 0.01 0.00 0.01 0.01 0.68 0.03 0.01 -0.03 0.01 0.02 0.03 0.02 -0.04 0.03 -0.01 0.02 -0.01 0.02 -0.30 0.00 0.00 -0.07 -0.08 0.13 -0.06 0.91 0.80 0.01

20 Core Plus - Fixed Income (Model Portfolios) 1.00 0.55 0.67 0.30 0.26 0.30 0.30 0.93 0.07 0.07 0.06 0.05 0.07 0.08 0.09 0.07 0.04 0.24 0.28 0.24 0.28 0.18 0.00 0.00 0.42 0.43 0.11 0.07 0.71 0.62 0.00

21 STRIPS (25 Duration) 1.00 0.11 -0.08 -0.05 -0.08 -0.08 0.54 -0.03 -0.05 -0.07 -0.02 -0.03 -0.04 -0.05 -0.09 -0.05 -0.08 -0.06 -0.08 -0.06 -0.29 -0.04 -0.02 -0.17 -0.18 0.05 -0.10 0.84 0.97 -0.18

22 Emerging Market Bonds (Sov. USD) 1.00 0.69 0.61 0.57 0.57 0.66 0.16 0.20 0.27 0.12 0.16 0.19 0.24 0.28 0.20 0.41 0.55 0.41 0.55 0.42 0.01 0.00 0.79 0.82 0.05 0.41 0.19 0.14 0.04

23 Emerging Market Bonds (Corporate USD) 1.00 0.60 0.48 0.48 0.36 0.14 0.19 0.28 0.10 0.13 0.16 0.21 0.24 0.26 0.33 0.47 0.33 0.47 0.50 0.01 0.01 0.73 0.76 0.02 0.43 -0.04 -0.07 0.06

24 Emerging Market Bonds (Sov. Local) 1.00 0.54 0.54 0.30 0.09 0.18 0.37 0.06 0.08 0.10 0.18 0.17 0.46 0.34 0.55 0.34 0.55 0.38 0.00 0.00 0.74 0.77 0.01 0.61 -0.02 -0.04 0.00

25 Hedge Funds - Direct (Universe) 1.00 1.00 0.36 0.31 0.38 0.55 0.23 0.30 0.36 0.44 0.50 0.37 0.77 0.94 0.77 0.94 0.53 0.03 0.02 0.69 0.71 0.07 0.77 -0.09 -0.10 0.13

26 Hedge Funds - Direct (Institutional Quality) 1.00 0.36 0.31 0.38 0.55 0.23 0.30 0.36 0.44 0.50 0.37 0.77 0.94 0.77 0.94 0.53 0.03 0.02 0.69 0.71 0.07 0.77 -0.09 -0.10 0.13

27 eLDI 1.00 0.10 0.11 0.12 0.07 0.09 0.11 0.13 0.12 0.09 0.27 0.34 0.27 0.34 0.26 0.00 0.00 0.48 0.49 0.10 0.16 0.63 0.58 0.00

28 Private Real Estate (Core) 1.00 0.96 0.45 0.14 0.18 0.81 0.83 0.31 0.10 0.17 0.32 0.17 0.32 0.17 0.02 0.01 0.19 0.20 0.04 0.35 -0.04 -0.05 0.09

29 Private Real Estate (Non-Core) 1.00 0.48 0.16 0.21 0.79 0.87 0.36 0.17 0.21 0.40 0.21 0.40 0.21 0.02 0.01 0.26 0.27 0.04 0.46 -0.05 -0.06 0.09

30 U.S. REITs 1.00 0.19 0.25 0.44 0.50 0.45 0.31 0.29 0.59 0.29 0.59 0.29 0.03 0.01 0.39 0.41 0.03 0.69 -0.07 -0.08 0.07

31 Infrastructure (Open-End) 1.00 0.78 0.70 0.51 0.24 0.08 0.14 0.24 0.14 0.24 0.13 0.02 0.02 0.15 0.15 0.03 0.26 -0.03 -0.03 0.06

32 Infrastructure (Closed-End) 1.00 0.60 0.66 0.31 0.10 0.17 0.31 0.17 0.31 0.17 0.02 0.01 0.19 0.20 0.04 0.34 -0.04 -0.04 0.08

33 Open-End Real Assets (Model Portfolios) 1.00 0.90 0.36 0.12 0.21 0.38 0.21 0.38 0.20 0.03 0.02 0.23 0.24 0.05 0.41 -0.05 -0.05 0.10

34 Closed-End Real Assets (Model Portfolio) 1.00 0.43 0.18 0.25 0.47 0.25 0.47 0.24 0.03 0.01 0.30 0.31 0.05 0.52 -0.06 -0.07 0.11

35 Private Equity 1.00 0.13 0.28 0.53 0.28 0.53 0.29 0.02 0.01 0.34 0.36 0.03 0.60 -0.09 -0.10 0.07

36 Commodities 1.00 0.21 0.38 0.21 0.38 0.20 0.09 0.07 0.37 0.39 0.06 0.49 -0.05 -0.07 0.42

37 Hedge Funds - Low Beta (Universe) 1.00 0.51 1.00 0.51 0.39 0.02 0.01 0.48 0.50 0.05 0.40 -0.09 -0.10 0.11

38 Hedge Funds - High Beta (Universe) 1.00 0.51 1.00 0.52 0.03 0.02 0.67 0.70 0.06 0.82 -0.08 -0.09 0.12

39 Hedge Funds - Low Beta (Institutional Quality) 1.00 0.51 0.39 0.02 0.01 0.48 0.50 0.05 0.40 -0.09 -0.10 0.11

40 Hedge Funds - High Beta (Institutional Quality) 1.00 0.52 0.03 0.02 0.67 0.70 0.06 0.82 -0.08 -0.09 0.12

41 Private Debt -- Direct Lending 1.00 0.03 0.01 0.70 0.73 0.03 0.41 -0.38 -0.34 0.14

42 Timberland 1.00 0.33 0.02 0.03 0.03 0.02 -0.04 -0.04 0.21

43 Farmland 1.00 0.01 0.01 0.01 0.02 -0.02 -0.02 0.13

44 Liquid Return-Seeking Fixed Income (Institutional Quality) 1.00 0.96 0.04 0.60 -0.15 -0.18 0.12

45 Liquid Return-Seeking Fixed Income (Universe) 1.00 0.04 0.62 -0.16 -0.18 0.13

46 Insurance-Linked Securities (Catastrophe Bonds) 1.00 0.02 0.03 0.03 0.12

47 85% ACWI/15% Russell 3000 1.00 -0.11 -0.12 0.09

48 7-10 Yr Capital Efficiency 1.00 0.94 -0.19

49 Long Treasury Capital Efficiency 1.00 -0.22

50 Inflation 1.00
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Aon Investments’ Capital Market Assumptions vs. Horizon Survey
10-Year Assumptions

Source: Horizon Actuarial Solutions, LLC survey of 2024 capital market assumptions from 41 independent investment advisors
Aon Investments’ expected returns are annualized over 10-years as of 2Q 2024 (3/31/2024). CMAs contain projections about future returns on asset classes. Our CMA projections are designed to reflect the typical 
cost of implementing an investment program. Not a guarantee of future results. Additional information regarding our capital market assumptions can be made available upon request.
A description of the methodology used by Horizon Actuarial Services, LLC in conducting their survey is outlined in the 2024 version of the report found online at the link below:

• https://www.horizonactuarial.com/survey-of-capital-market-assumptions

Legend: Distribution of Outcomes
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Legal Disclosures and Disclaimers

Investment advice and consulting services provided by Aon Investments USA Inc. (“Aon Investments”). The information contained herein is given as of the date hereof and does 

not purport to give information as of any other date. The delivery at any time shall not, under any circumstances, create any implication that there has been a change in the 

information set forth herein since the date hereof or any obligation to update or provide amendments hereto. 

This document is not intended to provide, and shall not be relied upon for, accounting, legal or tax advice. Any accounting, legal, or taxation position described in this 

presentation is a general statement and shall only be used as a guide. It does not constitute accounting, legal, and tax advice and is based on Aon Investments’ understanding of 

current laws and interpretation. 

Aon Investments disclaims any legal liability to any person or organization for loss or damage caused by or resulting from any reliance placed on that content. Aon Investments 

reserves all rights to the content of this document. No part of this document may be reproduced, stored, or transmitted by any means without the express written consent of Aon 

Investments. 

Aon Investments USA Inc. is a federally registered investment advisor with the U.S. Securities and Exchange Commission. Aon Investments is also registered with the Commodity 

Futures Trading Commission as a commodity pool operator and a commodity trading advisor and is a member of the National Futures Association. The Aon Investments ADV 

Form Part 2A disclosure statement is available upon written request to:

Aon Investments USA Inc.

200 E. Randolph Street

Chicago, IL 60601

ATTN: Aon Investments Compliance Officer

© Aon plc 2024. All rights reserved.


