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Historical returns of the
market portfolio
 Newly constructed data set covering the entire invested market portfolio
 Return index for the global multi-asset market portfolio starting in 1960
 Investors in the market portfolio earned 3.4% per year more than savers
 Data of the market portfolio are made public for others to use
This note is a summary of the article
coauthored by Ronald
Doeswijk, Trevin Lam, and Laurens Swinkels, has recently been published in the Review of Asset Pricing Studies, one
of the top academic finance journals in which per year only 10 articles are published out of almost 200 submitted
manuscripts. 1 This research
-Asset Market Portfolio, 1959
published in the Financial Analysts Journal
in 2014. 2

Why is this research important?
First, the market portfolio is relevant for studying financial
markets, in the sense that the market portfolio reflects the
entire opportunity set of investors. It is an arithmetic fact that
the average investor must hold the market portfolio.
Investors cannot all be smarter than the average, investors
cannot all rebalance, investors cannot even all reinvest
dividends or interest payments. The market portfolio can be
used as a starting point or benchmark for asset allocation.
The market portfolio is the only macro-consistent benchmark
and reflects the return of the average dollar invested in
publicly available assets at any point in time. This study
provides a new historical insight into the actual returns of the

The full article has been published open access and is therefore
publicly available at https://doi.org/10.1093/rapstu/raz010
2 The full article is available from the author or can be accessed
online here https://doi.org/10.2469/faj.v70.n2.1
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average investor, as no index provider offers a global multi-asset market index, let alone one with a history back to 1960.
Second, the market portfolio matters for asset pricing. The capital asset pricing model specifies that, under certain
conditions, the set of ex ante optimal portfolios consists of the market portfolio, in which all risky assets are weighted
according to their market capitalization, plus long or short positions in the riskless asset. Although the true market portfolio
is unobservable because it contains all assets that economic agents hold, including assets such as human capital and art,
the return of our market portfolio reflects the return on basically all assets held by financial investors around the world.
Hence, we report returns of their investable universe.
Third, our study contributes to the inequality debate in economics. An important and highly debated number is the return
on capital. The average return of our market-capitalization-weighted invested global multi-asset market portfolio is an
estimate for the return that financial investors have achieved since 1960.
This study on the returns of the market portfolio offers opportunities for several additional applications or analyses. We
include an overview of correlations between asset categories and show conditional analyses on the returns during
recessionary and expansionary periods and inflationary and disinflationary periods. Understanding asset returns during
these economic situations can be important for investors.

What did we do?
We collected market capitalization and return data for basically all assets in which financial investors have invested. Using
this newly collected unique data, we create an annual return index (see Figure 1) for the invested global multi-asset market
portfolio for the period 1960 2017. We define the market portfolio as all assets held by financial investors around the
globe. We distinguish ten asset classes that we aggregate to five asset categories. The ten asset classes are listed equities,
private equity, real estate, investment-grade credits, high-yield bonds, leveraged loans, nominal government bonds,
inflation-linked bonds, and emerging market debt, and commodities. This market portfolio basically contains all assets in
which financial investors have invested. We weight returns of these ten asset classes by their market capitalizations.
Figure 1 | Cumulative real return index of the Global Market Portfolio (GMP) and the five asset categories
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The weight in the market portfolio of asset classes other than equities and government bonds has increased from 20% at
the end of 1959 to 35% in 2017. Hence, including asset classes beyond equities and government bonds is increasingly
important for assessing the market portfolio. Market capitalization weighting and a total market coverage result in a
unique historical insight into the actual returns on invested capital of financial investors.
This article complements our previous article that solely documents the historical composition of the market portfolio, but
not its historical returns. What also makes our study special is that we meticulously document each of the data sources that
we use to create the return on the market portfolio and the sensitivity to several of the choices that we had to make in the
process, so that other researchers can replicate or criticize our research, which is the cornerstone of academic discourse.

What do we find?
The global market portfolio realizes an average compounded real return of 4.45%, with a standard deviation of annual
returns of 11.2% from 1960 until 2017. The arithmetic average real return of the market portfolio is 5.05%. It appears that
the average annual real return of the market portfolio in expansions is a statistically significant 9.68 percentage points
higher than the return in recessions. In the inflationary period from 1960 to 1979, the average real return is 2.77
percentage points below the return in the disinflationary period from 1980 to 2017, but this gap is statistically insignificant.
The reward for the market portfolio is a compounded return of 3.4% above the riskless rate that savers would have
received.

Where can I find the data on the market portfolio?
We have decided to make the annual data on the market portfolio publicly available on www.robeco.com/data and via
Erasmus University doi.org/10.25397/eur.9419585. It is free to use for all, provided that you cite the research article in
which it was published. The research article has been made publicly available using an open access grant of Erasmus
University in Rotterdam, where Swinkels is part-time assistant professor of finance, in addition to his research position at
Robeco.
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this information who provide investment services in the European Union have their own responsibility to assess whether they are allowed to receive the information in accordance with MiFID II regulations. To the extent this information
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The content of this document is based upon sources of information believed to be reliable and comes without warranties of any kind. Without further explanation this document cannot be considered complete. Any opinions, estimates or
forecasts may be changed at any time without prior warning. If in doubt, please seek independent advice. It is intended to provide
prepared by Robeco as investment research and does not constitute an investment recommendation or advice to buy or sell certain securities or investment products and/or to adopt any investment strategy and/or legal, accounting or tax
advice. All rights relating to the information in this document are and will remain the property of Robeco. This material may not be copied or used with the public. No part of this document may be reproduced, or published in any form or
by any means without Robeco's prior written permission. Investment involves risks. Before investing, please note the initial capital is not guaranteed. Investors should ensure that they fully understand the risk associated with any Robeco
ive and risk tolerance level. Historical returns are provided for illustrative purposes only. The price of units may go
down as well as up and the past performance is not indicative of future performance. If the currency in which the past performance is displayed differs from the currency of the country in which you reside, then you should be aware that
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portfolios or on the issue and redemption of units. Unless otherwise stated, the prices used for the performance figures of the Luxembourg-based Funds are the end-of-month transaction prices net of fees up to 4 August 2010. From 4
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returns are with dividends reinvested and based on net asset values with prices and exchange rates of the valuation moment of the benchmark. Please refer to the prospectus of the Funds for further details. Performance is quoted net of
investment management fees. The ongoing charges mentioned in this document are the ones stated in the Fund's latest annual report at closing date of the last calendar year. This document is not directed to, or intended for distribution
to or use by any person or entity who is a citizen or resident of or located in any locality, state, country or other jurisdiction where such distribution, document, availability or use would be contrary to law or regulation or which would subject
any Fund or Robeco Institutional Asset Management B.V. to any registration or licensing requirement within such jurisdiction. Any decision to subscribe for interests in a Fund offered in a particular jurisdiction must be made solely on the
basis of information contained in the prospectus, which information may be different from the information contained in this document. Prospective applicants for shares should inform themselves as to legal requirements also applying
and any applicable exchange control regulations and applicable taxes in the countries of their respective citizenship, residence or domicile. The Fund information, if any, contained in this document is qualified in its entirety by reference to
the prospectus, and this document should, at all times, be read in conjunction with the prospectus. Detailed information on the Fund and associated risks is contained in the prospectus. The prospectus and the Key Investor Information
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