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U.S. corporate defined benefit (DB) plans started 2022 with some of the strongest funding 
ratios since the 2008 Global Financial Crisis (GFC). However, as inflation persists and 
markets react, pension plans are under significant pressure to maintain those levels.

Corporate pensions closed out 2021 with some of the 
highest funded ratios since the Global Financial Crisis. 
The average funded ratio was up 11% through the end of 
last year, on top of a 14% funding ratio recovery from the 
COVID-19 bounceback in 2020 based on the BlackRock 
U.S. Pension Funding Update. As a result, many plans 
reached or surpassed full funding.

Since then, however, some corporate pension funded ratios 
have begun to drop from their record highs as markets 
grapple with the end of a period of steady growth. 

Meanwhile, yields in fixed income have increased over 
150 basis points (bps) since the beginning of the year. 
This movement has produced decreases in corporate 
pension liability values and decreases in fixed income asset 
valuations, as well as higher interest costs going forward.

BlackRock’s Client Insight Unit analyzed data from the 
200 largest DB plans1 in the United States to understand 
what plans can do to maintain their hard-earned gains 
while navigating the crosscurrents of increased volatility 
and rising yields.

Key insights: 
Funded ratios are up, and timely de-risking is critical. 
Corporate DB plans’ average funded status has steadily 
improved since the GFC. However, while average funded 
ratios reached around 98% as of September 2022,  
they have fallen from their 2021 highs. Plans are 
looking to lock in their hard-earned funded status gains 
and hedge their liability risks with more precision. In our 
peer risk study, average liability-driven investment (LDI) 
allocations rose around 5%. Within LDI buckets, we see 
advantages in a more robust approach hedging across 
the curve and expanding across fixed income sectors. 
Meanwhile, plans that are still underfunded benefited 
from diversifying their sources of return and might 
benefit further from alternative investments, such as 
credit and real assets, where liquidity needs permit.

Funded status varies across sectors, so there is  
no one-size-fits-all approach for managing the 
current environment. On average, pensions in the 
financial sector were 110% funded, while plans in the 
communication services, energy and real estate 

sectors were below 90%. We found that the wider  
the gap between service cost and contributions, the 
more plans tended to rely on asset return to support 
increases to their funded ratios. For example, despite 
having the highest rate of contributions, the energy 
sector has the largest gap between service cost and 
contributions. By contrast, the annual contributions 
made in the communication services sector can  
almost cover liability growth from service accrual.

Reaching hurdles with lower expected returns.  
As of year-end 2021, the median expected return  
on assets (EROA) dropped 25 bps to 6.25% and 
approximately 36% of plans may fall short of meeting 
hurdle rates2 of returns to meet funding targets. 
Factoring in higher yields and higher interest costs,  
we now expect hurdle rates may be 150bps - 200bps 
higher. Plans with a hurdle rate higher than the EROA 
may want to consider adjusting their asset allocation  
to seek higher returns.

1 The 200 largest DB Plan in the U.S. is defined as plans with projected pension obligation between $1.4 Billion and $94.5 Billion as of year-end 2021.
2 Hurdle Rate of Return is defined as the required rate of return for the plan to reach 110% funded ration in 10 years. It is estimated using the PBO, asset, interest cost, service cost, first 
year planned contribution, projected liability payout and other data from the annual reporting as of 12/31/2021.  
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Pivotal moment for corporate pensions
U.S. corporate pensions have steadily increased their 
funding levels since the drastic drops experienced in the 
aftermath of the GFC. However, as we head into the tail end 
of 2022, expected funded status volatility has increased 
by 0.8% over the year to date (YTD) and average funded 
status has fallen by 1.2% YTD. These trends underscore 
the need for many plans to act quickly to lock in gains.

Exhibit 1: Funded ratios since 2018
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Source: BlackRock LDI Market Watch. Estimated U.S. corporate pension funded ratios 
December 31, 2018 – September 30, 2022.

As central banks continue to use rate hikes to stabilize 
prices, an economic slowdown looks more likely. Market 
pricing of rate expectations continues to gyrate however 
(see Exhibit 2). Recently, market–implied expectations for 
developed market policy rates have climbed sharply higher 
as central banks have stepped up their hawkish rhetoric. 
Central banks’ single-minded focus on inflation keeps us 
convinced we will see overtightening before significant 
economic damage spurs a fundamental questioning of 
rate-hiking campaigns.

As economic uncertainty continues, U.S. corporate 
pensions that are nearing fully funded status are looking 
to de-risk, while those that remain underfunded may need 
to prudently increase their growth allocations to withstand 
future volatility.

Read more:
Monthly U.S. Pension Funding Update

Exhibit 2: Central bank policy rates and 1y1y forwards
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Source: Refinitiv Datastream, chart by BlackRock Investment Institute, September 21, 2022. Notes: Doted lines show 1-year rate expectations in 1-year's time based on interest rate 
swaps. Dotted lines show central bank rates. Red lines are for Federal Reserve (Fed), pink lines are for the European Central Bank (ECB), and yellow lines are for Bank of England (BoE). 
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Maintaining fully funded status

Allocation trends to help funding levels:
Diversify sources of return across public equity, 
credit and real assets 

Reassess liquidity needs to get more out of 
private markets 

Be more expansive in fixed income allocations

Custom overlay approaches help mitigate funded 
ratio risk

There are four primary levers DB plan managers can pull  
to alter the funded status trajectory of a pension plan: 
investment performance, contributions, changing plan status 
(e.g., freezing the plan) and time horizon. Realistically, as they 
deal with higher costs across the board and brace for potential 
revenue slowdowns, corporations will most likely need to lean 
more heavily on their investment portfolios to retain their fully 
funded status. For pension plans to successfully meet their 
funding targets, it is paramount that they implement a 
strategic asset allocation with an appropriate level of expected 
return and risk. In our peer risk study, we found several  
trends that are helping pensions maintain their funded  
levels and meet their end state objectives.

Diversifying across growth assets and 
fixed income
Given the challenges in the current market environment,  
it is important for investors to be diversified across their 
portfolio to boost returns and provide downside protection.

Exhibit 3: Asset risk and return
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For illustrative purposes only. Hypothetical expected returns and risks are forward-
looking projections that should not be relied upon when making an investment 
decision. The hypothetical projections shown are based upon BlackRock’s Capital 
Markets model, which forecasts potential future outcomes based upon the historical 
performance of benchmarks or indexes that serve as proxies for the asset classes 
represented. Such hypothetical projections do not reflect actual performance and 
cannot account for the impact that economic, market, and other factors may have on 
the implementation of an actual investment program, nor do they consider the impact 
of trading decisions, liquidity constraints, fees, expenses, taxes and other factors on 
future returns. Accordingly, the hypothetical expected returns shown do not reflect the 
deduction of fees and expenses but do include reinvestment of dividends, capital gains, 
and interest. Benchmarks are unmanaged, therefore direct investment is not possible. 
No representation is made that the strategy will achieve the expected return or its 
investment objective. Actual returns may be higher or lower than the expected return.

Learn more: BlackRock capital market assumptions

Asset 
Description

Proxy 
BlackRock CMA

30yr Ann. 
expected  
return

Expected  
risk

Global equity MSCI World Gross TR Index 7.99% 16.12%
Private credit BlackRock — Direct lending proxy 8.31% 11.20%
Core RE BlackRock — U.S. core real estate 4.31% 12.23%
RE mezz BlackRock — Real estate mezzanine debt 7.85% 10.51%
Infra equity BlackRock — Diversified global infrastructure 12.93% 18.85%
Infra debt BlackRock — Global infrastructure debt 4.51% 7.13%

Source: BlackRock as of June 2022, based on BlackRock's Capital Market Assumptions. 
The hypothetical expected returns shown do not reflect actual performance and cannot 
account for the impact that economic, market, and other factors may have on the 
implementation of an actual investment program. Nor do they consider the impact of 
trading decisions, liquidity constraints, fees, expenses, and other factors on future returns. 
The expected returns shown do not reflect the deduction of fees and expenses but do 
include reinvestment of dividends, capital gains, and interest. Benchmarks are unmanaged, 
therefore direct investment is not possible. The hypothetical expected returns and risks 
are for illustrative discussion purposes only and no representation is being made that 
any account, product or strategy will or is likely to achieve results similar to those shown. 
Expected risk is defined as annual expected volatility and is calculated using data derived 
from portfolio asset class mappings, using the Aladdin portfolio risk model. This proprietary 
multi-factor model can be applied across multiple asset classes to analyze the impact of 
different characteristics of securities on their behaviors in the marketplace. In analyzing risk 
factors, the Aladdin portfolio risk model attempts to capture and monitor these attributes 
that can influence the risk/return behavior of a particular security/asset. Please read 
additional information about the methodology, limitations, and assumptions for 
BlackRock Capital Markets Assumptions under the section entitled “Disclosures”.

Underfunded plans with high hurdle rates and a heavy 
reliance on public equity to drive growth should consider ways 
to diversify their sources of returns (e.g., through credit and 
real assets). Additionally, plans that are not looking to conduct 
pension risk transfers and do not have immediate liquidity 
needs may consider private markets to take advantage of their 
illiquidity premia. For example, income-generating private 
market investments such as private credit, infrastructure 
equity, infrastructure debt (infra debt) and real estate 
mezzanine (RE mezz) are expected to provide a higher risk-
adjusted-return (expected return per unit of risk-taking)  
than global equity. Because these investments have positive 
correlations to pension liabilities, they can effectively help 
drive growth while reducing overall funded status volatility.

Exhibit 4: Opportunities for higher 
risk-adjusted return
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read  the chart above titled "Learn more: BlackRock capital market assumptions" for 
additional details, including the indexes used to represent each asset class. There is 
no guarantee that the capital market assumptions will be achieved, and actual risk and 
returns could be significantly higher or lower than shown.
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Plans need to gauge the illiquidity budget when considering 
private market investments. Our peer study has shown that 
many plan sponsors maintain an excess level of liquidity, 
making private market investments a potential opportunity 
for boosting returns. For example, many plans hold 
significantly higher levels of liquid assets than they need 
for the next five years of benefit payments. The annual 
projected benefit payment for the average DB plan is 6% 
of plan assets. Based on BlackRock’s research, the 
average plan may be able to tolerate approximately 30% 
of its portfolio in private markets, provided there are no 
liquidity needs for pension risk transfers in the near term.

As funded status improves and U.S. DB plans seek to 
hedge more of their liability risks, we believe it is critical 
to employ liability hedging strategies with robust risk 

management frameworks. Plans are increasingly looking 
toward completion strategies to boost their hedge ratios.

However, with the U.S. yield curve at a historically flat level, 
U.S. plans should expect additional risk of yield curve 
steepening over time. By diversifying beyond traditional 
long-duration strategies, plans can smooth out the key rate 
duration of their LDI portfolio versus their liabilities, helping 
to mitigate negative outcomes. Many plans can also better 
manage their funded ratio risk through custom overlay 
approaches. These strategies can work on a mandate  
level — truing up shorter duration mandates toward 
liability duration — or at a plan level through completion 
strategies. Either way, custom overlays can allow for 
reduction of oversized or unintended risks, as well as the 
flexibility to meet return objectives.

Exhibit 5: Correlations

Asset class Global  
equity

Private  
credit

Core  
RE

RE  
mezz

Infra  
equity

Infra  
debt

Liability

Global equity 1.00

Private credit 0.78 1.00

Core RE 0.70 0.64 1.00

RE mezz 0.80 0.79 0.85 1.00

Infra equity 0.70 0.64 0.60 0.75 1.00

Infra debt 0.43 0.48 0.48 0.72 0.53 1.00

Liability 0.20 0.20 0.37 0.45 0.30 0.79 1.00

Monthly Constant Weighted (MTC model) with 258 monthly observations; Source: BlackRock, as of June 30, 2022.

UK pension pressures: lessons learned
Since the UK government bond sell-off, a lot of 
attention has been given to the impact of rate volatility 
on pensions and LDI. After Britain’s previous 
government announced plans for historically large tax 
cuts and energy subsidies, markets reacted so 
adversely and so quickly that a sharp rise in UK 
government bond yields triggered a steep sell-off.  
LDI managers in the UK had to undertake emergency 
measures to shore up capital, especially those with 
bond derivatives and levered exposures that are used 
to hedge liabilities. The Bank of England’s actions to 
buy Gilts have stemmed spiking yields (at least for 
now) and helped pension plans avoid a potential 
liquidity squeeze, where those holding Gilts as 
collateral would be forced to sell in order to raise 

capital for margin calls, thereby causing yields to rise 
even more. We believe the rate volatility experienced 
and the subsequent pressure it put on corporate LDI is 
relatively UK-specific. First, UK corporate DB LDI 
portfolios hold a very large share of UK government 
bonds, whereas U.S. corporate DB LDI portfolios 
generally make up a smaller percentage of the local 
bond markets. Second, the types of levered LDI 
strategies that have been most affected are most 
prevalent in the UK market, as U.S. corporate plans 
generally employ less leverage. Nevertheless, in light 
of what happened in the UK, we believe there is a 
benefit to reviewing all plans for sourcing collateral in 
the event that we see more interest rate spikes.

4 Corporate pensions | Staying funded despite volatility
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Exhibit 6: Increased allocations to fixed income
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Source: Data Source S&P Capital IQ as of December 31, 2021. Universe of data 
consists of top 200 DB plans from U.S. listed companies. Assets include single- and 
multi-employer plans. For illustrative purposes only. “Others” includes asset allocations 
not disclosed in detail on the 10k filings.

Additionally, as the allocation to fixed income assets 
increases, many plans are considering a diversified 
approach to de-risking. Plans are starting to evaluate 
diversifying traditional long corporate and long government 
exposures to multi-sector and extended-sector fixed 
income as they seek to keep up with their liabilities and 
mitigate headwinds from downgrades and defaults.

Considering end-state solutions
As funded status increases, more pension plans 
start to consider what their end-state solutions 
should be. Plan managers could potentially pursue 
several different avenues. For example: 

• Continuing to manage the plan as-is.

•  Hibernating the plan, where pension risk is
retained, but assets and liabilities are matched
closely to reduce said risk.

•  Using outsourced chief investment officer (OCIO)
services, where the investment management
decisions for the assets are delegated to a
third party.

•  Pension risk transfer (PRT), where pension assets
and liabilities are transferred off the balance
sheet of the corporation onto the balance sheet
of an insurer.

Exhibit 7: Diversified allocation to fixed income
Fixed income indices yields

● Non-Agg sectors  ● Agg sectors
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U.S. HY - B = Bloomberg B U.S. High Yield Index. HY = Bloomberg Barclays U.S. High Yield Index. EM Local (Ccy) = Bloomberg Barclays EM Local Currency Government TR Index.  
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Index. U.S. Agg = Bloomberg Barclays US Aggregate Total Return Index. Canada Agg = FTSE Canada Universe Bond Index. Agency = Bloomberg Barclays U.S. Agg Agency Total Return 
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Exhibit 8: Pension risk transfer on the rise ($B)
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Source: LIMRA (Life Insurance Marketing and Research Association)  and Group 
Annuity Risk Transfer Survey; 2012 includes GM and Verizon. 

PRT has been on the rise in recent years, with $34B in 
activity in 2021. In 2022, the market is on track for a 
record-breaking year, with current estimates of $17.6B in 
PRT activity for the first half of 2022, which is 101% 
higher than prior year.3 These activities require plans to 
prepare for months — or sometimes years — in advance  
to adjust their asset allocation appropriately for insurers. 
Typically, insurers will accept high-quality fixed income 
assets, and may offer more attractive PRT pricing for 
portfolios with bond holdings that may be transferred 
directly in kind. Conversely, insurers may charge a higher 
premium for riskier or illiquid assets. As a result, plans 

contemplating PRT should consider structuring their 
portfolios to be aligned with these end-state objectives.

Common goals but different challenges: 
funding disparities persist  
Our observations comparing pension plans found 
different funding levels from sector to sector, as well as 
gaps in alignment between plans’ investment strategies 
and their end-state risk profiles.

Based on year-end 2021 data, funded status of pensions 
in the financial sector was more than 110% funded on 
average, while plans in the communication services, 
energy and real estate sectors were below 90%.

There are many factors driving these disparities. For 
example, the contribution strategies and plan statuses 
differed across sectors (e.g., many healthcare and utilities 
sector firms still have open plans, while other sectors  
have closed and frozen their plans). Additionally, the wider 
the gap between service cost and contributions, the more 
plans tended to rely on asset return to improve their 
overall funded status. Energy, healthcare and utilities 
experienced the most liability growth from service cost. 
Despite having the highest rate of contributions, the 
energy sector still has the largest gap between service 
cost and contributions. By contrast, the annual 
contributions made in the communication services sector 
can almost cover liability growth from service accrual.

Exhibit 9: Pension dispersion across sectors as of December 31, 2021
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Exhibit 10: Average service cost and annual contribution as a percentage of PBO

● Average service cost/PBO  ● Average annual contribution/PBO
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Source: Data Source S&P Capital IQ as of December 31, 2021. Universe of data consists of top 200 DB plans from U.S. listed companies. Assets include single- and multi-employer 
plans. For illustrative purposes only. Average annual contribution calculated using 5 years of history.

In addition to funded status, several other factors can  
give us a glimpse into the financial health of a plan. 
Evaluating a plan’s risk profile in the context of the plan 
sponsor’s corporate enterprise shows additional factors 
that could affect asset allocation decisions and the  
plan’s ability to achieve higher funding. 

For example, our analysis showed a relationship  
between the materiality of the pension to the company’s 
balance sheet (i.e., how much market capitalization was 
represented by pension obligations) and the amount of 

risk a plan deployed. On average, pension obligations 
represent roughly 34% of a plan sponsor’s market  
cap, with the median closer to 14%. When pension  
plans make up a smaller portion of the balance sheet, 
sponsors appear to have more flexibility both to contribute 
and to take investment risk over time, helping push 
average funding ratios higher. Plans that represent  
more of the company’s balance sheet may have lower 
tolerance for risk and, in turn, could be more focused  
on downside risk management to avoid making any 
unplanned contributions.

Exhibit 11: Funded status and plan materiality
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Exhibit 12: Illustrative example: hurdle rate of return required to achieve target funding
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“Hurdle Rate” is defined as the required rate of return for the plan to reach 110% funded ratio in 10 years. It is estimated using the PBO, asset, interest cost, service cost, planned 
contributions, projected liability payout and other data from the annual reporting as of December 31, 2021.

Homing in on the hurdle
To understand how plans can efficiently earn the returns 
needed to meet their objectives, we compared the hurdle 
rate of return to the EROA assumption. We determined the 
hurdle rate of return required to achieve the target funding 
level at the horizon (assumed to be 110% in 10 years) by 
considering the funded status, interest cost, service cost, 
Pension Benefit Guaranty Corporation expenses, benefit 
payments, estimated contributions, etc.

Our analysis showed that expected returns are lower for a 
majority of plans compared with last year. The median 

EROA dropped 25 bps to 6.25% for the top 200 biggest 
plans. This drop in EROA has potential implications for 
sponsors that are sensitive to changes in pension expense 
and the plan’s impact on their income statement. While 
most plans are expected to achieve their hurdle rate as of 
year-end 2021, about 36% are expected to fall short.  
Note that rising interest rates in 2022 may have shifted 
that distribution, however. Discount rates may be 1.7% 
higher on June 30, 2022, compared to year-end. We would 
expect the hurdle rate to be 1.5% to 2% higher due to the 
higher interest cost component.

Exhibit 13: Expected return on assets vs. hurdle rate of return 
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Source: S&P Capital IQ, corporate annual reporting, and BlackRock as of December 31, 2021.
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Once again, we saw significant disparities across sectors. 
For example, utility and industrial plans have higher 
EROA assumptions than information technology and real 
estate plans. They also have higher sensitivity to income 
statement impacts caused by pension expense. There are 
some sectors where the plans’ asset allocations appear 
too conservative relative to their hurdle rates (e.g., energy, 
consumer staples). This confirms our earlier point that 
funded ratios in these industries have lagged, while others 
are expected to earn more than required (e.g., healthcare, 
financials), resulting in stronger average funded ratios 
over time.

Exhibit 14: Expected return on assets vs. hurdle 
rate of return by sector

● Average of hurdle rate  ● Average of EROA

Real estate

Info tech

Consumer staples

Energy

Financials

Comm services

Consumer disc

Materials

Healthcare

Industrials

Utilities

0 2 4 6 8%

Source: S&P Capital IQ, corporate annual reporting, and BlackRock as of  
December 31, 2021.

We believe these findings can help plans determine the 
best path forward to either improve or maintain funding 
levels in the face of future volatility.

Opportunities available to weather the 
volatility ahead
Looking forward, plan assets need to be more efficient to 
meet end-state objectives. To achieve this efficiency, plans 
must have the “right” kind of growth assets (such as 
credit, real assets, etc.), as well as more comprehensive 
LDI solutions to better match liability risks across the 
curve. In the current environment, plans may also consider 
diversifying their fixed income assets beyond traditional 
LDI solutions, given that higher yields and wider spreads 
provide an attractive yield cushion and allow investors to 
build efficient portfolios. As always, sponsors will need to 
consider their liquidity needs. They will also need to 
balance maintaining their funded status/downside 
protection with earning sufficient return to meet the 
growth of their liabilities. 

Here are some specific actions plans may consider 
depending on their funding status:

•  With the average corporate pension plan nearly fully
funded, plans may consider how they wish to balance
maintaining their funded status/downside protection
with earning sufficient return to meet the growth of
their liabilities.

•  For underfunded plans, consider diversifying the
sources of growth beyond traditional equities in order to
potentially capture additional sources of return. For
plans that do not have immediate liquidity needs, private
credit and real assets may offer strong returns that are
aligned with liability risks.

•  For overfunded plans, consider focusing on the liability-
hedging portfolio, and allocating beyond traditional
long-duration fixed income (e.g., completion, multi-
sector) to better match liability exposures across the
curve and capture diversifying sources of yield.

•  Consider the appropriate end-state solution for the plan
(e.g., OCIO, hibernating, PRT) and the potential to adjust
the portfolio allocation in anticipation of the desired
end state.
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BlackRock capital market assumptions methodology and limitations
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 assumptions 
are passive, and do not consider the impact of active management. All estimates in this document are in U.S. dollar terms unless noted otherwise. Given the complex risk-reward 
trade-offs involved, we advise clients to rely on judgment as well as quantitative optimization approaches in setting strategic allocations to all the asset classes and strategies.

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 relied upon as recommendations to buy or sell securities. Forecasts of financial market trends that are based on current market conditions 
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 provide, and should not be relied on for, accounting, legal, or tax advice. 

The outputs of the assumptions are provided for illustration purposes only and are subject to significant limitations. “Expected” return estimates are subject to uncertainty and 
error. Expected returns for each asset class can be conditional on economic scenarios; in the event a particular scenario comes to pass, actual returns could be significantly higher 
or lower than forecasted. Because of the inherent limitations of all models, potential investors should not rely exclusively on the model when making an investment decision. The 
model cannot account for the impact that economic, market, and other factors may have on the implementation and ongoing management of an actual investment portfolio. Unlike 
actual portfolio outcomes, the model outcomes do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact future returns.

BlackRock 5-year asset return and long-term volatility assumptions 
Five-year and long-term equilibrium annualized return assumptions are in geometric terms. Return assumptions are total nominal returns. Return assumptions for all asset classes are 
shown in unhedged terms, with the exception of global ex-U.S. treasuries. We use long-term volatility assumptions. We break down each asset class into factor exposures and analyze 
those factors' historical volatilities and correlations over the past 15 years. We combine the historical volatilities with the current factor makeup of each asset class to arrive at our 
forward-looking assumptions. This approach takes into account how asset classes evolve over time. Example: Some fixed income indices are of shorter or longer duration than they 
were in the past. Our forward-looking assumptions reflect these changes, whereas a volatility calculation based only on historical monthly index returns would fail to capture the 
shifts. We have created BlackRock proxies to represent asset classes where historical data is either lacking or of poor quality. Expected return estimates are subject to uncertainty and 
error. Expected returns for each asset class can be conditional on economic scenarios; in the event a particular scenario comes to pass, actual returns could be significantly higher or 
lower than forecasted. The geometric return, sometimes called the time-weighted rate of return, takes into account the effects of compounding over the investment period. The 
arithmetic return can be thought of as a simple average calculated by taking the individual annual returns divided by the number of years in the investment period.

Index returns are for illustrative purposes only and do not represent any actual fund performance. Index performance returns do not reflect any management fees, transaction costs 
or expenses. Indexes are unmanaged and one cannot invest directly in an index. Past performance does not guarantee future results. 

This material is prepared by BlackRock and is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy or 
sell any securities or to adopt any investment strategy. The opinions expressed are as of November 2020 and may change as subsequent conditions vary. The information and 
opinions contained in this material are derived from proprietary and non-proprietary sources deemed by BlackRock to be reliable, are not necessarily all-inclusive and are not 
guaranteed as to accuracy. As such, no warranty of accuracy or reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to 
any person by reason of negligence) is accepted by BlackRock, its officers, employees or agents. This material may contain “forward-looking” information that is not purely historical 
in nature. Such information may include, among other things, projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information 
in this material is at the sole discretion of the reader.

The information provided here is neither tax nor legal advice. Investors should speak to their tax professional for specific information regarding their tax situation. Investment 
involves risk including possible loss of principal. International investing involves risks, including risks related to foreign currency, limited liquidity, less government regulation, and 
the possibility of substantial volatility due to adverse political, economic or other developments. These risks are often heightened for investments in emerging/developing markets 
or smaller capital markets.

Risk factors Glossary
Alternatives Contribution to portfolio risk arising from a portfolio’s exposure to alternative assets and strategies.

Commodities Contribution to portfolio risk arising from a portfolio’s exposure to commodity prices.

Equity Contribution to portfolio risk arising from a portfolio’s exposure to returns across the equity market.  

Foreign currency (FX) Contribution to portfolio risk arising from a portfolio’s exposure to risk associated with changes in foreign exchange rates.

Interest rates Contribution to portfolio risk arising from a portfolio’s exposure to risk associated with changes in yield curves.

Inflation Contribution to portfolio risk arising from a portfolio’s exposure to risk associated with changes in inflation.

Other Contribution to portfolio risk arising from a portfolio’s exposure to remaining risk factors not shown.

Spreads Contribution to portfolio risk arising from a portfolio’s exposure to credit spreads. Credit spreads capture risk associated with investment grade, high yield and 
distressed debt credit spreads over benchmark interest rates.
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