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Capital Market Assumptions

= What are they?
— Aon Hewitt's asset class return, volatility and correlation assumptions
— Long-term; based on 10-year and 30-year projection periods
« Forward looking assumptions
» Best estimate assumptions (50/50 better or worse)

» Market returns; i.e., no manager alpha (other than hedge funds and private equity which are
entirely actively managed)

— Global geographic coverage
— Updated quarterly
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Coverage

Equities

All major regions covered
including emerging markets

Bonds

Nominal U.S. and non-U.S.
government bonds

Alternatives

Hedge funds

Inflation-linked government
bonds

Real estate (total market and
core)

Corporate bonds

Private equity

High yield

Infrastructure

Emerging market debt

Commodities
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Current Assumptions (10-Year): Expected Returns and Volatility (as of

June 30, 2019)

Asset Class
U.S. Equity

Global Equity (Developed & Emerging)
International Equity (Developed)
Emerging Markets Equity

TIPS

Core Fixed Income (Market Duration)
High Yield Bonds

Bank Loans

Non-US Developed Bonds (Unhedged)
Emerging Market Bonds (USD)

Hedge Funds (FoF)

Real Estate (Total Market)

Private Equity

U.S. Inflation (CPI)

Expected Nominal Return
6.3%

7.1
7.3
7.9
2.5
2.5
4.0
4.8
1.0
4.2
3.6
6.1
8.7
2.1

Expected Risk (Volatility)

17.4%
18.5
20.0
27.0
4.5
4.0
12.0
7.0
10.0
13.0
9.0
14.2
25.0
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Current Assumptions (30-Year): Expected Returns and Volatility (as of

June 30, 2019)

Asset Class
U.S. Equity
Global Equity (Developed & Emerging)

International Equity (Developed)
Emerging Markets Equity

TIPS

Core Fixed Income (Market Duration)
High Yield Bonds

Bank Loans

Non-US Developed Bonds (Unhedged)
Emerging Market Bonds (USD)

Hedge Funds (FoF)

Real Estate (Total Market)

Private Equity

U.S. Inflation (CPI)

Expected Nominal Return
6.9%
7.6

7.5
8.1
3.0
3.1
4.9
5.5
2.1
4.7
4.0
6.2
9.6
2.1

Expected Risk (Volatility)

17.9%
19.0

20.0
27.5

4.5

5.0
12.5

7.5
11.0
14.0
10.0
14.3
25.5
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Projected Returns

Annualized Standard Annualized Standard
Long-Term Return (10 Deviation (10 Return (30 Deviation (30
Policy Year Year Year Year
Allocation Forecast) Forecast) Forecast) Forecast)
U.S. Equity 27.0% 6.3% 17.4% 6.9% 17.9%
Non-U.S. Equity 11.5 7.7 20.5 7.9 20.6
Global Equity 19.0 7.1 18.5 7.6 19.0
Fixed Income*® 30.0 3.1 4.2 3.8 4.9
Private Equity 5.0 8.7 25.0 9.6 25.5
Real Estate 7.5 6.1 14.2 6.2 14.3
Total Fund 100.0% 6.2% 12.2% 6.7% 12.5%

= Assumed rates for the Nebraska DB Plans, CBB Plans, and OSERS =7.5%

= Given existing market conditions, meeting or exceeding 7.5% is still likely to prove challenging

*Modeled as 20% core bonds, 1.5% international bonds, 3.5% high yield bonds, and 5% bank loans
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Projected Returns (cont’'d)
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= Based on our capital market assumptions and the defined benefit plans’ asset allocation targets, the
defined benefit plans have slightly better than a 1 in 3 chance of meeting or exceeding the assumed rate
of return of 7.5% over the next 10-to-30 years
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AHIC 10-Year Assumptions: How Expected Returns Have Evolved Over
the Past Several Years

Asset Class Expected Nominal Return

6/30/19 | 2018 | 2017 | 2016 | 2015 | 2014 | 2013 | 2012 | 2011
Large Cap U.S. Equity 8.0%
Small Cap U.S. Equity 8.2
Global Equity 8.9
International Equity (Developed) 9.1
Emerging Markets Equity 9.8
Cash (Gov't) 1.5
Core Fixed Income (Market Duration) 2.6
High Yield Bonds 5.9
Hedge Funds Universe' 5.7
Real Estate (Broad Market) 7.3
Private Equity 9.8
Inflation 2.1

1 Hedge Fund Universe assumptions are capital market assumptions for fund of hedge funds

= Qurreturn expectations have generally decreased over the past several years

Color Key

No Change from 2011
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Appendix |: AHIC Forward Looking Return Expectations by Asset Class

Risk-Return
AHIC 10 Year Capital Market Assumptions
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Appendix II: Estimated Yields

DB/CBB 6/30/19

% Allocation Actual Yield Policy Yield
U.S. Equity 27.9% 1.9% 1.9%
Non-U.S. Equity 11.1% 3.2% 3.2%
Global Equity 19.8% 2.4% 2.5%
Fixed Income 29.3% 3.2% 2.9%
Real Estate 6.5% 4.1% 4.1%
Private Equity 5.6% 0.0% 0.0%
Total Yield 100.0% 2.6% 2.5%
OSERS 6/30/19

% Allocation Actual Yield Policy Yield
U.S. Equity 19.7% 1.9% 1.9%
Non-U.S. Equity 9.3% 3.2% 3.2%
Global Equity 13.0% 2.4% 2.5%
Fixed Income 26.1% 2.9% 2.9%
Real Asset 3.0% 0.0% 0.0%
Hedge Fund 0.7% 0.0% 0.0%
Real Estate 15.8% 4.1% 4.1%
Private Equity 12.3% 0.0% 0.0%
Total Yield 100.0% 2.4% 2.4%
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Legal Disclosures and Disclaimers

Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc. (“AHIC”). 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 or investment
recommendations. 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 AHIC’s understanding of current laws and
interpretation.

This document is intended for general information purposes only and should not be construed as advice or opinions on any specific
facts or circumstances. The comments in this summary are based upon AHIC’s preliminary analysis of publicly available information.
The content of this document is made available on an “as is” basis, without warranty of any kind. AHIC disclaims any legal liability to
any person or organization for loss or damage caused by or resulting from any reliance placed on that content. AHIC. 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 AHIC.

Aon Hewitt Investment Consulting, Inc. is a federally registered investment advisor with the U.S. Securities and Exchange
Commission. AHIC 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 AHIC ADV Form Part 2A disclosure statement
is available upon written request to:

Aon Hewitt Investment Consulting, Inc.
200 E. Randolph Street

Suite 1500

Chicago, IL 60601

ATTN: AHIC Compliance Officer

© Aon plc 2019. All rights reserved.

Proprietary & Confidential

Investment advice and consulting services provided by Aon Hewitt Investment Consulting, Inc., an Aon Company. 11 Empower Results®



	Nebraska Investment Council�Capital Market Assumptions
	Capital Market Assumptions	
	Coverage
	Current Assumptions (10-Year): Expected Returns and Volatility (as of June 30, 2019)
	Current Assumptions (30-Year): Expected Returns and Volatility (as of June 30, 2019)
	Projected Returns
	Projected Returns (cont’d)
	AHIC 10-Year Assumptions: How Expected Returns Have Evolved Over the Past Several Years
	Appendix I: AHIC Forward Looking Return Expectations by Asset Class
	Appendix II: Estimated Yields
	Legal Disclosures and Disclaimers


<<

  /ASCII85EncodePages false

  /AllowTransparency false

  /AutoPositionEPSFiles true

  /AutoRotatePages /PageByPage

  /Binding /Left

  /CalGrayProfile (None)

  /CalRGBProfile (sRGB IEC61966-2.1)

  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)

  /sRGBProfile (sRGB IEC61966-2.1)

  /CannotEmbedFontPolicy /Error

  /CompatibilityLevel 1.7

  /CompressObjects /All

  /CompressPages true

  /ConvertImagesToIndexed true

  /PassThroughJPEGImages true

  /CreateJobTicket false

  /DefaultRenderingIntent /Default

  /DetectBlends true

  /DetectCurves 0.1000

  /ColorConversionStrategy /LeaveColorUnchanged

  /DoThumbnails false

  /EmbedAllFonts true

  /EmbedOpenType true

  /ParseICCProfilesInComments true

  /EmbedJobOptions true

  /DSCReportingLevel 0

  /EmitDSCWarnings false

  /EndPage -1

  /ImageMemory 1048576

  /LockDistillerParams false

  /MaxSubsetPct 100

  /Optimize true

  /OPM 1

  /ParseDSCComments true

  /ParseDSCCommentsForDocInfo true

  /PreserveCopyPage true

  /PreserveDICMYKValues true

  /PreserveEPSInfo true

  /PreserveFlatness true

  /PreserveHalftoneInfo false

  /PreserveOPIComments true

  /PreserveOverprintSettings true

  /StartPage 1

  /SubsetFonts true

  /TransferFunctionInfo /Preserve

  /UCRandBGInfo /Preserve

  /UsePrologue true

  /ColorSettingsFile ()

  /AlwaysEmbed [ true

  ]

  /NeverEmbed [ true

  ]

  /AntiAliasColorImages false

  /CropColorImages true

  /ColorImageMinResolution 150

  /ColorImageMinResolutionPolicy /OK

  /DownsampleColorImages true

  /ColorImageDownsampleType /Bicubic

  /ColorImageResolution 300

  /ColorImageDepth -1

  /ColorImageMinDownsampleDepth 1

  /ColorImageDownsampleThreshold 1.50000

  /EncodeColorImages true

  /ColorImageFilter /JPXEncode

  /AutoFilterColorImages true

  /ColorImageAutoFilterStrategy /JPEG2000

  /ColorACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /ColorImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000ColorACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000ColorImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasGrayImages false

  /CropGrayImages true

  /GrayImageMinResolution 150

  /GrayImageMinResolutionPolicy /OK

  /DownsampleGrayImages true

  /GrayImageDownsampleType /Bicubic

  /GrayImageResolution 300

  /GrayImageDepth -1

  /GrayImageMinDownsampleDepth 2

  /GrayImageDownsampleThreshold 1.50000

  /EncodeGrayImages true

  /GrayImageFilter /JPXEncode

  /AutoFilterGrayImages true

  /GrayImageAutoFilterStrategy /JPEG2000

  /GrayACSImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /GrayImageDict <<

    /QFactor 0.76

    /HSamples [2 1 1 2] /VSamples [2 1 1 2]

  >>

  /JPEG2000GrayACSImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 30

  >>

  /JPEG2000GrayImageDict <<

    /TileWidth 256

    /TileHeight 256

    /Quality 15

  >>

  /AntiAliasMonoImages false

  /CropMonoImages true

  /MonoImageMinResolution 1200

  /MonoImageMinResolutionPolicy /OK

  /DownsampleMonoImages true

  /MonoImageDownsampleType /Bicubic

  /MonoImageResolution 1200

  /MonoImageDepth -1

  /MonoImageDownsampleThreshold 1.50000

  /EncodeMonoImages true

  /MonoImageFilter /CCITTFaxEncode

  /MonoImageDict <<

    /K -1

  >>

  /AllowPSXObjects false

  /CheckCompliance [

    /None

  ]

  /PDFX1aCheck false

  /PDFX3Check false

  /PDFXCompliantPDFOnly false

  /PDFXNoTrimBoxError true

  /PDFXTrimBoxToMediaBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXSetBleedBoxToMediaBox true

  /PDFXBleedBoxToTrimBoxOffset [

    0.00000

    0.00000

    0.00000

    0.00000

  ]

  /PDFXOutputIntentProfile (None)

  /PDFXOutputConditionIdentifier ()

  /PDFXOutputCondition ()

  /PDFXRegistryName (http://www.color.org)

  /PDFXTrapped /False



  /CreateJDFFile false

  /SyntheticBoldness 1.000000

  /Description <<

    /JPN <FEFF3053306e8a2d5b9a306f300130d330b830cd30b9658766f8306e8868793a304a3088307353705237306b90693057305f00200050004400460020658766f830924f5c62103059308b3068304d306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103057305f00200050004400460020658766f8306f0020004100630072006f0062006100740020304a30883073002000520065006100640065007200200035002e003000204ee5964d30678868793a3067304d307e30593002>

    /DEU <>

    /FRA <>

    /PTB <>

    /DAN <>

    /NLD <>

    /ESP <>

    /SUO <>

    /ITA <>

    /NOR <>

    /SVE <>

    /ENU (Aon default PDF creation settings.  Acrobat 8 \(PDF 1.7\) is the most current PDF specification.)

  >>

>> setdistillerparams

<<

  /HWResolution [2400 2400]

  /PageSize [612.000 792.000]

>> setpagedevice



