
2018 Market Review 
Stocks and bonds rebounded from the 2018 year-end 

correction. Once the Fed signaled that they were unlikely 
to continue raising interest rates, markets across the globe 
showed strong performance. See our Market Review 
Newsletter for detailed returns information for stock and 
bond markets around the world.  

 
Vanguard’s 10-Year Forecast  

Clients often ask us what we think markets will do in 
the next 6 to 12 months. As we will show later in this 
newsletter, stock market returns in the short term are 
literally all over the map and it is folly trying to predict 
them. Nevertheless, looking at reasonable longer-term 
forecasts can be informative. Here are the ten-year project-
ed return ranges from their Capital Markets Model with 
historical average annual returns we added in brackets: 

 

U.S. equities: 4.0% - 6.0%   [10.1%] 
U.S. aggregate bonds: 2.5% - 4.5%  [7.3%] 
 International equities: 7.5% - 9.5%  [8.8%] 
 International bonds (hedged): 2.0% - 4.0%  [5.9%] 
 

As you can see, their forecasted returns are predomi-
nantly lower than the historical averages. Vanguard states 
that their “outlook for investment returns remains guard-
ed, given the backdrop of high valuations and depressed 
risk-free rates across major markets.”  

Jim Freeman, CFP® / Chris Jaccard, CFP®, CFA / Ellen Li, CFP® July 2019 

Executive Summary 
 Stock and bond markets rebounded sharply in the first 

half of 2019.  
Over the next 10 years, Vanguard expects stock and 

bond returns to be lower than the historical averages.  
Vanguard forecasts higher returns for foreign stocks 

vs. US stocks during this period. 
GMO’s 7-year return forecast is lower than Van-

guard’s.  
 Stocks, as measured by the S&P 500, have neared their 

historical average return for only 6 out of the last 93 
years – returns have varied widely for other years. 

Source: GMO (Grantham Mayo Van Otterloo & Co.) 5/31/2019 

GMO 7-Year Asset Class Real Return Forecasts 

 
GMO’s 7-Year Forecast  

As you can see from the chart below, GMO is more 
pessimistic in their forecasts. The expected returns shown 
are after an assumed 2.2% inflation rate, so you have to add 
2.2% back to each of the returns on the chart before 
comparing them to Vanguard’s forecasts. Even after 
accounting for this, GMO is expecting markedly lower 
returns.  

 
Expect Lower Than Historical Returns 
over the Next 7-10 Years 

When considering these and other forecasts, we believe 
there is a good chance that overall market returns over the 
next 7-10 years could be significantly lower than historical 
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averages. This makes sense given our persistently low interest 
rates, as well as the strength and longevity of the stock 
market rebound since the 2008 financial crisis. This possibil-
ity of a period of lower returns should be taken into consid-
eration when planning for your retirement. 

 
An Uncommon Average 

When thinking about these forecasts, it’s very important 
to understand that these estimates are also averages. When 
reading about historical stock market performance, you may 
see returns averaging somewhere between 8% and 12% for 
the past 90 years or so. Using the S&P 500 Index as an 
example, the record shows that it only had a return between 
8% and 12% for 6 out of the past 93 calendar years! 

The chart shown above serves as an important reminder 
that there is a wide range of possible returns in the short run 
- and that the averages only begin working for you over 
longer periods of time. 

 
Summary 

Investment returns were robust in the first half of 2019 
which was a welcome contrast to the weaker returns of 2018. 
This short-term performance serves as a good example of 
how markets have behaved historically - with wide swings in 
performance. Stock market returns on a year by year basis 
rarely come close to their average historical returns. This is 
why it is so important to have a long term orientation when 
investing in stock markets; historically, the longer the horizon 
the more likely you’ll have a positive outcome.  

Some closely watched market return forecasts are 

predicting lower than historical returns for the next 7 – 10 
years. We feel it is prudent to take these forecasts into 
consideration when planning for your retirement.  

Please call us if you’d like to discuss your investments or 
any other aspect of your financial life in greater detail. We 
hope you are enjoying your summer.  

 
Past performance is no guarantee of future results. All content in 

this newsletter is intended as general information, not specific advice. 
Performance data listed is for illustrative purposes only. Portfolios are 
personalized and often consider many variables, including investment 
objectives, age, time horizon, risk tolerance, and tax variables. Infor-
mation contained herein has been obtained from sources believed reliable, 
but not guaranteed.  
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S&P 500 Index Annual Returns 1926-2018 

Source: S&P, Dimensional Fund Advisors 


