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Executive Summary

e Our framework is anchored in global market equilibrium, with disciplined adjustments
to reflect forward-looking views while preserving risk-based consistency.

e Hedge funds and private assets are modeled using strategy-specific and regression-
based approaches to better capture their true economic risk.

e Single-point estimates can be misleading, so beginning in 2026 we will publish
rounded return ranges to reflect the inherent uncertainty in long-term forecasts.

Capital market assumptions (CMAs) are forward-looking return, volatility, and correlation
estimates for asset classes. In addition to serving as a signal about our view of the future, we
use them for asset allocation and financial planning.

We construct our capital market assumptions with a time horizon of one market cycle, or
about 10 years. This horizon lets us include expansions, peaks, contractions, and troughs as
part of the analysis, and best reflects a reasonable horizon for making asset allocation and
financial planning decisions.

Estimating Returns

Our overall approach is mostly quantitative with small nudges to incorporate our views about
the future. We embrace the idea of a market equilibrium portfolio, which is the intuitive idea
that the “"market consensus” — the market weightings of all investment assets across the globe
— provides useful information about investors’ expected returns for those asset classes. We
can then deviate from those consensus returns when and if we deem it necessary, but they
keep us grounded in a sort of “risk-adjusted” reality where every asset offers fair
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compensation based on the assets’ overall risk characteristics.!

We handle hedge funds and private assets a bit differently. Hedge funds are a legal structure,
not an investment strategy, and there are literally thousands of different potential strategies
that can be found within a hedge fund wrapper. We use regression analysis to model our
CMAs for hedge funds based on the specific type of hedge fund strategy we're targeting for
our investors.

Private assets are also treated differently because their reported risk does not fully capture
their true economic risk. First, we use adjusted benchmarks? that attempt to better reflect the
underlying risk inherent in private investments. Second, we run regression analysis, which
simply links the returns of private assets back to public assets, to create return assumptions.
Both of these steps are well supported by academic literature as best-in-class ways to handle
alternative investments.

Insignificant digits

Capital market assumptions are statistical distributions, but they are not presented or
understood as such by most investors.

For example, our current estimated return3 and estimated volatility for global public equity
and private equity are 7.2% and 8.3%, respectively. Many investors see these estimates and
assume it means we expect private equity to outperform the US with some high degree of
confidence. They shouldn’t. The implied probability of outperformance, over ten years, is only
about 66%.

In order to better reflect the imprecise nature of capital market assumptions, we're changing
how we publish them for 2026. Instead of a point return estimate, we've also included a
return range that represents the central tendency for each asset class when simulated over 10
years (Fig. 1, next page). The proper interpretation is that we believe fundamentals point to a
return within the published range of outcomes?, but also that there’s a non-trivial chance the
next decade will bring higher or lower returns (Fig. 2, next page).

! Asset covariances (their relationships with other assets) are a vital input to this analysis. We use an exponentially-weighted covariance
matrix that includes 20 years of historical returns. Our choice of exponential weighting decays the influence of historical returns by half
every three years.

2 Adjusted for autocorrelation and heteroscedasticity

3 Annualized arithmetic return, which is the simple average of the expected periodic return.

4 Our range represents the middle-third of outcomes.
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Fig. 1: 2026 Capital Markets Assumptions

Estimated Central FEstimated Sharpe

Return Tendancy Volatility Ratio

Cash 3.5% 3.5% 0.00
|Fixe d Income |
Municipals 3.0% 3-3% 3% 0.0
US Treasuries 3.9% 3-5% 5% 0.1
Corporate IG 4.9% 4-6% 7% 0.2
Securitized 4.3% 4-5% 4% 0.2
|Global Equities

USIarge Cap 7.0% 4-8% 16% 0.2
US Small Cap 7.6% 3-9% 21% 0.2
International Developed 7.2% 3-8% 18% 0.2
Emerging Markets 7.4% 3-9% 20% 0.2
|A1ternative s

Hedge Funds 10.0% 7-11% 14% 0.5
Private Equity 8.3% 6-10% 14% 0.4
Private Alternative Income 7.1% 6-8% 7% 0.5
Private Real Fstate 11.3% 8-13% 15% 0.5
Private Infrastructure 8.7% 7-10% 10% 0.5

Source: Bloomberg, Mill Creek.

Fig. 2: Simulated 10-year CAGR for US Large Cap Equity
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Source: Mill Creek. Based on 2026 CMASs.

Mill Creek Capital Advisors | 161 Washington Street, Suite 1500, Conshohocken, PA 19428


http://www.millcreek.com/

Disclosures & Important Information

MCCA is an investment adviser registered with the Securities and Exchange Commission under the
Investment Advisers Act of 1940. Registration as an investment adviser does not imply a certain level of
skill or training. This content is not intended to provide any legal, regulatory, accounting, tax or similar
advice, and nothing should be construed as a recommendation by MCCA, its affiliates, or any third party,
to acquire or dispose of any investment or security, or to engage in any investment strategy or
transaction. An investment in any strategy involves risk and there is always the possibility of loss,
including the loss of principal. This content should not be considered as an offer or solicitation to
purchase or sell securities or other services.

Mill Creek Capital Advisors’ (MCCA) Capital Market Assumptions that may be included herein are forward-
looking risk, return, and covariance estimates for a range of broad asset classes. This information is not
intended as a recommendation to invest in any particular asset class or as promise of future
performance. They are created using a quantitative and qualitative process that incorporates current
global economic and financial market conditions, market derived forecasts, and proprietary forecasts
developed by the Mill Creek Investment Strategy Team. Our Capital Market Assumptions reflect our
forward-looking views for one market cycle, which MCCA defines as including a bull and bear market.
The duration of a market cycle has historically ranged from 2-15 years but are typically 5-10 years in
length. Forward-looking return estimates are subject to uncertainty and error. Forward-looking 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 capital market assumptions, potential investors should not rely exclusively on the
assumptions when making an investment decision. The assumptions 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 capital market assumption outcomes do
not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact
future returns. Asset allocation/diversification does not guarantee investment returns and does not
eliminate the risk of loss. The broad asset classes are not representative of any MCCA investment asset
allocation strategies and are used to represent general ranges of risk taking. Capital Market Assumptions
are provided for informational purposes and as a tool for developing financial plans.

© 2026 All rights reserved. Trademarks “Mill Creek,” “Mill Creek Capital” and “Mill Creek Capital
Advisors” are the exclusive property of Mill Creek Capital Advisors, LLC, are registered in the U.S. Patent
and Trademark Office, and may not be used without written permission.
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