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There are only a few examples in history when pandemics changed the course of the global economy
and society: The Black Death in the Middle Ages, the Spanish flu in 1918-1920, and COVID-19, which
we are right in the middle of now. There are also examples in history when ecological disruption
wiped out entire ecosystems. Think of the poor dinosaurs. And yes, again, we are right in the middle
of such a disruption.
The strange thing is that financial markets by and large continue as if nothing is happening. Yet there
is a lot going on in our ecosystems, our societies, our economies, all with grave consequences.
Economic activity is slowly recovering, but a sustainable recovery is not yet to be seen.
We think it is time to face the challenges and to start making different investment choices.
Both for the long and short term.
Our longer-term investment outlook is one of generally lower financial returns in the coming years,
in a highly uncertain environment. The investment winds have turned: the tailwinds of the last four
decades, favouring higher returns, have changed into headwinds leading to lower expected long-term
returns across the board.
Our most urgent recommendation is that the financial industry should look at returns in a different
way. Otherwise, clients will be misguided for the right and the wrong reasons in what returns to
expect from their investments. In addition, we issue this warning: expecting the same financial
returns as before boils down to financing the collapse of ecosystems and leads to short-term gains
at the cost of permanent loss.
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Industrial Revolution, the whole economy has been
https://taxfoundation.org/publications/corporate-tax-rates-around-

fuelled and transformed using cheap fossil energy.
Mainstream economic theory attributes all economic
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Figure 1 Historical returns on safe and risky assets (annual returns, %, 5-y moving average)
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Standard long-term asset returns
The expected long-term financial asset returns are part of our strategic asset allocation considerations. We
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Figure 2 Resources, credit growth and a sustainable economy

equities remain far removed from their historical returns. Overall, risk taking is only mildly rewarded from a
historical perspective.
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Figure 3 Resource use, carbon emissions and long-term returns (Index, 1970=1)
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financial growth model needed the support of
unprecedented ‘rescue’ packages: a fiscal impulse of
around 12% of global GDP and a monetary impulse of

2 Physical expansion predicated on credit is becoming
riskier and will eventually reach a limit.
3 Societies are becoming polarised and are losing
trust in governments, media, and science.
4 Ecosystems are degrading, having to absorb large
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and financial returns.

5 Favourable financial circumstances for corporate

term, be loosely interpreted as financial asset returns.
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