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stronger domestic economic data and signs of progress in the european sovereign debt crisis provided a better backdrop for riskier 
assets in the fourth quarter of 2011. Despite this progress, the Asset Allocation committee anticipates continued uncertainty and 
volatility heading into 2012, with u.s. elections and europe policymaking remaining top-of-mind throughout the year. nevertheless, 
the committee believes that the u.s. may avoid a recession and post very modest growth (approximately 2%) in 2012, and that 
europe should make slow progress toward resolving its debt crisis. Although macroeconomic concerns remain at the forefront, the 
committee’s discussion this quarter centered on fundamentals within asset classes, which are generally considered favorable, and 
on the importance of yield. the committee’s core views remain steady: underweight bonds and overweight equities. Within fixed 
income, the committee is finding little value in the highest-grade sectors like treasuries and municipals, but remained overweight high 
yield and upgraded emerging market bonds. Within equities, the committee is leaning toward high-quality large-cap u.s. equities 
boasting diverse sources of revenue, a strong global footprint and exposure to faster-growing emerging markets. Additionally, hints 
of optimism began to emerge for developed and emerging market equities based on valuations.

AboUt thE AssEt AllocAtion committEE
Neuberger Berman’s Asset Allocation Committee meets every quarter to poll its members on their outlook for the next 12 months on each 
of the asset classes noted. The nine-member panel covers the gamut of investments and markets, bringing together 195 combined years of 
industry knowledge, with an average of 22 years of experience each.

Market Views Based on 1-Year return outlook for each asset class

 Return outlook higher than previous quarter 	  Return outlook essentially unchanged  Return outlook lower than previous quarter

Below-Normal Return Outlook
Long-Term (10 Yr.+)  

Annual Return Outlook Above-Normal Return Outlook
Change From 

Previous Quarter

ASSET CLASS

Fixed Income

Investment Grade Fixed Income 
U.S. TIPS 
High Yield Corporates 
Developed International Fixed Income 
Emerging Market Fixed Income 

Equity

U.S. All Cap Core 
U.S. Large Cap 
U.S. Small Cap 
Master Limited Partnerships 
Developed International Equities 
Emerging Market Equities 
Public Real Estate 
Real and Alternative Assets

Commodities 
Lower Volatility Hedge Funds 
Macro Hedge Funds 
Private Equity 

Views expressed herein are generally those of Neuberger Berman’s Asset Allocation Committee and do not reflect the views of the firm as a whole. Neuberger Berman advisors and 
portfolio managers may make recommendations or take positions contrary to the views expressed. Nothing herein constitutes a prediction or projection of future events or future market 
behavior. Due to a variety of factors, actual events or market behavior may differ significantly from any views expressed. See Additional Disclosures at the end of this material, which are 
an important part of this presentation.
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U.s. FixEd incomE
Overall, the Committee continues to hold an underweight view on 
investment grade fixed income, with a preference for spread sectors 
like corporate investment grade and high yield. Investors appear to 
be gaining confidence in the economic backdrop going into 2012 
and, with the manifestation of a positive, though low-growth, 
environment, may become more likely to seek incremental yield, 
which could negatively impact lower yield, safe-haven asset classes 
like Treasuries. 

After a strong year in the municipals space, Committee members 
expressed caution for state and local debt. While they anticipate 
attractive spreads, navigating the municipal landscape will require 
selectivity in credit and duration. Meanwhile, the U.S. election cycle 
is likely to impact the asset class, creating additional uncertainty  
for investors. 

Source: FactSet. 

EmErging mArkEt FixEd incomE
As the low interest rate environment in the U.S. persists and risk 
remains high in developed international markets, many investors are 
looking to other asset classes and geographies for income sources. 
While they are not immune to tumult in the global financial markets, 
emerging market bonds delivered average yields of 6% year-to-date 
in 2011, attractive in comparison with U.S. and developed market 
fixed income. Overall, the Committee believes emerging market 
debt offers attractive fundamentals and a good source of yield, with 
qualities that place it between the investment grade and high yield 
fixed income credit categories. Despite global growth concerns, the 
Committee moved from a neutral to an overweight position for 
emerging market debt and has an above-average return outlook in 
2012 as fixed income spreads tighten and inflationary pressures ease 

in developing economies.

u.s. f ixed incoMe: u.s. treasurY Yields onlY ModestlY 
higher than Japan’s
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Source: FactSet.

lArgE-cAp U.s. EQUitiEs
Within the equity universe, the Committee feels that large-cap U.S. 
equities offer one of the most attractive risk-reward profiles and, 
as a result, continue to hold an overweight view of the asset class. 
The danger of a European recession and the anticipation of modest 
U.S. job and economic growth in 2012 help explain the Committee’s 
preference for U.S. over developed international equities, with a bias 
toward quality growth over value. Should conditions deteriorate 
significantly, U.S. equities are likely to be “one of the best houses 
on a bad block.” While volatility is expected, barring a significant 
shock, like a eurozone break up, earnings at U.S. companies should 
continue to strengthen, which the Committee believes could help 
drive equities gradually higher in 2012. 

Source: FactSet.

eMerging Market fixed incoMe: Moderating inflation 
pressures in deVeloping econoMies supportiVe of  
eMerging Market deBt
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large-cap u.s. equities: continued Modest JoB growth 
should Bolster u.s. equities in 2012

Private Sector Payrolls
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mAstEr limitEd pArtnErships
After maintaining a neutral view for 2011, the Committee upgraded 
master limited partnerships (MLPs) to an overweight position, believing 
that investors’ income needs, coupled with the Federal Reserve’s 
commitment to keep interest rates low into 2013 (if not 2014), should 
help support the asset class. MLPs have the potential to provide an 
inflationary hedge, and with an attractive yield profile (currently around 
6% with expected distribution of approximately 4%), are an attractive 
source of income. MLPs also have exposure to the energy sector, which 
the Committee views as a favorable longer-term investment theme 
with oil at $100 per barrel and potentially moving higher, given global 
political uncertainty and the easing cycle being undertaken by many 

central banks. 

Source: FactSet.

intErnAtionAl EQUitiEs
The Committee continues to hold an underweight view on developed 
international equities and a neutral view on emerging market equities, 
but acknowledged some encouraging signs. Equity prices appear 
attractively valued, and potentially have already factored in the risks 
posed by the sovereign debt crisis and lower growth in emerging 
markets. However, the situation in Europe is pivotal and continually 
evolving; the expectation is for painfully slow, if not recessionary, 
growth in the region, with the debt crisis eliciting a strong, constructive 
response only as it is required. Although recent moves by the ECB to 
cut rates and by other central banks to decrease the cost of swap 
lines have been well received, the structural issues plaguing the euro 
bloc have yet to be meaningfully addressed. Liquidity conditions 
are easing, but borrowing costs remain unsustainably high and are  
moving in the wrong direction. To date, Europe’s key policymakers 
have not shown the willingness to use unconventional easing to solve 
the debt crisis; while developed international and emerging market 

Master liMited partnerships: attractiVe Yields coMpared 
with other incoMe-oriented assets
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equities have been punished in 2011, and are trading at attractive 
valuations, the Committee does not see enough catalysts in 2012 to 
change its stance on international equities. 

Source: FactSet. Data as of December 7, 2011. 

commoditiEs
The Dow Jones-UBS Commodity Index, which represents a diversified 
basket of commodities, is down slightly for 2011. Gold and unleaded 
gas were areas of strength, while natural gas and copper showed 
weakness and crude oil posted modest gains. Overall, the Committee 
anticipates moderating global growth to be balanced by a stronger, 
widespread monetary easing cycle in 2012. Brazil led the way with a 
50 bps cut to their target lending rate, and other central banks have 
followed suit. While we don’t expect central banks to cut rates as 
dramatically as they did in 2008–2009, we believe the easing cycle 
will strengthen and broaden during 2012, and believe it could help 
put a floor under commodity prices.

Source: FactSet.

deVeloped international equities (Msci) : not far off 
their 2009 lows
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This material is provided for informational purposes only. Nothing herein constitutes investment, legal, accounting or tax advice, or a recommendation to buy, sell or hold a security. No 
recommendation or advice is being given as to whether any investment or strategy is suitable for a particular investor. Readers should not assume that any investments in securities, 
companies, sectors or markets identified and described were or will be profitable. Information is obtained from sources deemed reliable, but there is no representation or warranty as to 
its accuracy, completeness or reliability. All information is current as of the date of this material and is subject to change without notice. Any views or opinions expressed may not reflect 
those of the firm as a whole. Third-party economic or market estimates discussed herein may or may not be realized and no opinion or representation is being given regarding such 
estimates. Certain products and services may not be available in all jurisdictions or to all client types. Indexes are unmanaged and are not available for direct investment. Unless otherwise 
indicated, returns shown reflect reinvestment of dividends and distributions. Investing entails risks, including possible loss of principal. Past performance is no guarantee of future results.

The views expressed herein are generally those of Neuberger Berman’s Asset Allocation Committee, which comprises nine professionals across multiple disciplines, including equity and 
fixed income strategists and portfolio managers. The Asset Allocation Committee reviews and sets long-term asset allocation models, establishes preferred near-term tactical asset class 
allocations and, upon request, reviews asset allocations for large diversified mandates and makes client-specific asset allocation recommendations. The views and recommendations of 
the Asset Allocation Committee may not reflect the views of the firm as a whole and Neuberger Berman advisors and portfolio managers may recommend or take contrary positions to 
the views and recommendation of the Asset Allocation Committee. The Asset Allocation Committee views do not constitute a prediction or projection of future events or future market 
behavior. Due to a variety of factors, actual events or market behavior may differ significantly from any views expressed. This material may includes estimates, outlooks, projections and 
other “forward-looking statements.” Due to a variety of factors, actual events may differ significantly from those presented.

A bond’s value may fluctuate based on interest rates, market conditions, credit quality and other factors. You may have a gain or a loss if you sell your bonds prior to maturity. Of course, 
bonds are subject to the credit risk of the issuer. If sold prior to maturity, municipal securities are subject to gains/losses based on the level of interest rates, market conditions and the 
credit quality of the issuer. Income may be subject to the alternative minimum tax (AMT) and/or state and local taxes, based on the investor’s state of residence. High-yield bonds, also 
known as “junk bonds,” are considered speculative and carry a greater risk of default than investment-grade bonds. Their market value tends to be more volatile than investment-grade 
bonds and may fluctuate based on interest rates, market conditions, credit quality, political events, currency devaluation and other factors. High Yield Bonds are not suitable for all investors 
and the risks of these bonds should be weighed against the potential rewards. Neither Neuberger Berman nor its employees provide tax or legal advice. You should contact a tax advisor 
regarding the suitability of tax-exempt investments in your portfolio. Government bonds and Treasury bills are backed by the full faith and credit of the United States Government as to 
the timely payment of principal and interest. 

Investing in the stocks of even the largest companies involves all the risks of stock market investing, including the risk that they may lose value due to overall market or economic 
conditions. Small- and mid-capitalization stocks are more vulnerable to financial risks and other risks than stocks of larger companies. They also trade less frequently and in lower volume 
than larger company stocks, so their market prices tend to be more volatile. 

Investing in foreign securities involves greater risks than investing in securities of U.S. issuers, including currency fluctuations, interest rates, potential political instability, restrictions on 
foreign investors, less regulation and less market liquidity.

Master Limited Partnerships (MLPs) are limited partnerships that are publicly traded, and that have the tax benefits of a limited partnership and the liquidity of a publicly traded company. 
As an income-producing investment, MLPs could be affected by increases in interest rates and inflation.

The sale or purchase of commodities is usually carried out through futures contracts or options on futures, which involve significant risks, such as volatility in price, high leverage and illiquidity.

This document is issued by Neuberger Berman Europe Limited, which is authorised and regulated by the UK Financial Services Authority (“FSA”) and is registered in England and Wales, 
Lansdowne House, 57 Berkeley Square, London, W1J 6ER. Neuberger Berman is a registered trademark.

This document is being made available in Asia by Neuberger Berman Asia Limited (“NBAL”), a Hong Kong incorporated investment firm licensed and regulated by the Hong Kong Securities 
and Futures Commission (“SFC”) to carry on Types 1, 4 and 9 regulated activities, as defined under the Securities and Futures Ordinance of Hong Kong (Cap.571) (the “SFO”). 

This document, and the information contained in it, is being made available in Australia by Neuberger Berman Australia Pty Ltd (CAN 146 033 801), holder of Australian Financial Services 
Licence No. 391401 (“NB Australia”), to a person defined as a “wholesale client” under section 761G of the Corporations Act 2001 (Cth) and applicable regulations, and other such 
persons to whom disclosure would not be required under chapter 6D and Part 7.9 of the Corporations Act 2001 (Cth) (“Wholesale Investor”), for informational and discussion purposes 
only. This document is intended only for the Wholesale Investor to which it has been provided, is strictly confidential and may not be reproduced or redistributed in whole or in part nor 
may its contents be disclosed to any other person (other than such Wholesale Investor’s agents or advisers) under any circumstances without the prior written consent of NB Australia. 

This document, and the information contained herein, is not, and does not constitute, directly or indirectly, a public or retail offer to buy or sell, or a public or retail solicitation of an offer 
to buy or sell, any fund, units or shares of any fund, security or other instrument (“Securities”), or to participate in any investment strategy.

The Wholesale Investor who receives this document should not consider it as a recommendation to purchase any Securities mentioned in it. To the extent that information in this document 
constitutes financial product advice, it is general financial product advice only, and is provided only by NB Australia to Wholesale Investors. This document does not take into account 
the Wholesale Investor’s investment objectives, financial situation and particular needs (including financial and tax issues) as an investor. Any Securities mentioned in this document will 
only be available to a Wholesale Investor to whom the provision of a disclosure document prepared in accordance with Australian law is not required. The Wholesale Investor to which 
this document is provided should not rely on the information contained in this document in making any future investment decision. This document has been issued for use in Japan by 
Neuberger Berman Japan Limited, which is authorized and regulated by the Financial Services Agency. Please visit https://www.nb.com/Japan/risk.html for additional disclosure items 
required under the Financial Instruments and Exchange Act of Japan.

The “Neuberger Berman” name and logo are registered service marks of Neuberger Berman Group LLC. Neuberger Berman LLC is a Registered Investment Advisor and Broker-Dealer. 
Member FINRA/SIPC.

K0532 12/11 © 2011 Neuberger Berman LLC. All rights reserved.

For more information, contact Neuberger Berman at 800.223.6448.
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