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Wilmington  Trust 10-Yea r  Forecast  for  Ca pita l  M a rkets  Em p h as izes  Risk  
M an age m ent 

Outlook reaffirms commitment to active asset allocation, international and alternative investing 
 
 
Wilmington, DE, February 21, 2008 – Addressing the challenges of constructing effective diversified 

investment portfolios for today’s financial markets, Wilmington Trust’s investment experts have 

released a 10-year capital markets forecast which focuses on the continued importance of risk 

management and projects the likely performance of and risks associated with various asset classes 

through 2017. 

 

“As we have been saying since 2006, we believe the expected return from assuming additional risk 

remains low,” said Adrian Cronje, Ph.D., CFA®, director of asset allocation and author of Wilmington 

Trust’s 2008 Capital Markets Forecast for Strategic Planning.  “We continue to expect the markets to 

deliver modest returns over the next 10 years compared to historical averages.  Risk in the global 

capital markets is in the process of being re-priced, and it will take some time for the process to unfold 

fully.  Investors need to be patient before taking steps to assume greater risk when deciding how to 

diversify their assets from today’s starting point.” 

 

Mr. Cronje, who also serves as a member of Wilmington Trust’s Investment Strategy Team and as a 

mutual fund portfolio manager, cited three factors involved in the re-pricing of risk:  the widening of 

credit spreads, in which yields on lower quality fixed income securities are rising relative to those of 

Treasurys, reflecting investor demand for greater rewards for the assumption of risk; the de-leveraging 

of many hedge funds, in which hedge funds repay loans they had assumed in an attempt to enhance 

returns; and the correction in public stock markets.  “It had been clear to us that storm clouds were 

brewing, although we did not know exactly when it was going to start to rain,” Mr. Cronje said.  “We 
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had spent much of the last two years steadily lowering risk across many of our recommended 

investment strategies, with the exception of categories in which risk was still being rewarded, such as 

emerging market international stocks.  As a result, we have weathered the credit crisis storm well and 

believe we are in good position to take more risk again when the time is right.” 

 

In the short term, Mr. Cronje expects that continued struggles in the housing market, tightening 

credit standards among a growing number of financial institutions, and an upturn in unemployment 

will weigh on consumers, especially over the next couple of quarters.  Despite these near-term 

headwinds, he believes the U.S. economy will stabilize, most likely during the latter half of 2008, in 

response to aggressive and targeted monetary and fiscal policy being implemented today.  After 

moving through this period, Mr. Cronje says the bigger challenges facing the economy and capital 

markets may be more modest trend rates of economic growth and the related issue of persistently 

troublesome rates of inflation. 

 

Going forward, Wilmington Trust is maintaining a bias toward equities, with an emphasis on 

international exposure, especially in the emerging markets.  It also recommends that investors 

consider greater use of real assets, such as global inflation-linked bonds, global real estate-related 

securities, and commodity-related securities to guard against unanticipated inflation.  These and 

other non-traditional asset classes, such as hedge funds, private real estate, and private equity, can 

position investors to exploit the volatility and distress in the financial markets, both today and in the 

future, Mr. Cronje noted.  “While traditional fixed income assets, such as short- to intermediate-term 

investment grade bonds, are useful in guarding against slower economic growth, opportunity awaits 

those investors who have an ability to hold more illiquid assets,” he said. 

 

In its forecasting process, Wilmington Trust sets long-term strategic asset allocation targets for each of 

its strategies and then rebalances those allocations tactically to exploit mis-pricing opportunities 

presented by the markets.  It also determines optimal allocations toward both actively managed and 

passive investment vehicles.  “Intelligent diversification will remain the single most important 

contributor to preserving and enhancing wealth and supporting sustainable spending rates for the long 

term after inflation and taxes,” Mr. Cronje said.  “There is no more effective way of heeding Benjamin 

Graham’s famous observation that investment management is often more about the management of 

risks than the management of returns,” he added. 

  

Mr. Cronje holds a Ph.D. in Macroeconomics and Econometrics and a master’s degree in Economics 

and Finance from the University of Cambridge, United Kingdom.  He earned his bachelor’s degree in 

Economics, with honors, from the University of Cape Town, South Africa.  Mr. Cronje holds the 

CFA Institute’s Chartered Financial Analyst® designation. 

 



Wilmington Trust Corporation (NYSE: WL) is a financial services holding company that provides 

Regional Banking services throughout the mid-Atlantic region, Wealth Advisory Services for high-net-

worth clients in 36 countries, and Corporate Client Services for institutional clients in 86 countries.  

Its wholly owned bank subsidiary, Wilmington Trust Company, which was founded in 1903, is one of 

the largest personal trust providers in the United States and the leading retail and commercial bank 

in Delaware.  Wilmington Trust Corporation and its affiliates have offices in California, Connecticut, 

Delaware, Florida, Georgia, Maryland, Massachusetts, Minnesota, Nevada, New Jersey, New York, 

Pennsylvania, South Carolina, Vermont, the Cayman Islands, the Channel Islands, London, Dublin, 

Frankfurt, and Luxembourg. 

### 

 

CFA® and Chartered Financial Analyst® are trademarks owned by the CFA Institute. 

Journalists may obtain a copy of Wilmington Trust’s 2008 Capital Markets Forecast for Strategic 
Planning, which includes detailed analysis of potential risk and returns of various asset classes, and 
historical performance data on Wilmington Trust’s investment strategies from the media contacts 
shown above. 
 
The information contained herein is not intended to be an offer or solicitation for the sale of any 
financial product or service or a recommendation or determination by Wilmington Trust that any 
investment strategy is suitable for a specific investor.  Investors should seek financial advice regarding 
the suitability of any investment strategy based on the investor’s objectives, financial situation, and 
particular needs.  Investment products are not insured by the FDIC or any other governmental 
agency, are not deposits of or other obligations of or guaranteed by Wilmington Trust or any other 
bank or entity, and are subject to risks, including a possible loss of the principal amount invested.  
Some investment products, including hedge funds, may be available only to certain “qualified 
investors” – that is, investors who meet certain income and/or investable assets thresholds.  Past 
performance is no guarantee of future results. 
 


