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Source: BNY Investment  Strategy & Research Group  as of February 23, 2026. Short-term  defined  as 6-12-months . The views presented  should  not  be construed  as investment  or portfolio  
construction  recommendations,  nor  a recommendation  to buy or sell any security or asset class. This is a summary of our  individual  asset class views, indicating  our  views of conviction  
and relative  preferences  across a broad -based range of assets classes, and is independent  of any specific  portfolio  construction  considerations . The information  has been  provided  
without  taking  into  account  the investment  objective,  financial  situation  or needs of any particular  person . Views expressed are those of the Investment  Institute  and do  not  reflect  views of 
other  managers or the firm overall . This information  contains projections  or other  forward -looking  statements regarding  future  events, targets, or expectations,  and is only current  as of 
the date indicated . There is no assurance that such events or expectations  will  be achieved,  and actual results may be significantly  different  from that shown here. The information  in this 
presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by subsequent  market  events or for  other  reasons.
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Macro Investment Outlook
View based on short -term outlook

GROWTH INFLATION POLICY VALUATION

View: ¸ Delta: ÌÌÌ View: ¸ Delta: ÌÌÌ View: ¸ Delta: ÌÌÌ View: ¸ Delta: ÌÌÌ

Our base case remains an upswing in 
global and US growth in 2026, 
supported by easy financial 
conditions, loose fiscal policy, 
expected rate cuts, healthy balance 
sheets, resilient corporate profits, and 
ongoing AI driven capex. The end of 
IEEPA tariffs does not alter this base 
case. We expect tariffs to settle 
roughly back to prior levels, with the 
possibility they end up even lower 
given the approaching mid terms. 

We expect US inflation over the 
medium -term to be above target. 
Core services remains sticky and have 
reaccelerated more recently with the 
q/q annualized rate above 3% and 
above y/y. Meanwhile core goods 
remain muted. We expect at target 
inflation in the Eurozone, slightly 
above market pricing, and continued, 
albeit abating, deflation in China. 

We expect the Fed to lower rates to 
3-3.25% by end of 2026, in line with 
market expectations. We expect the 
European Central Bank (ECB) to hold 
in the near -term given domestic 
inflationary pressures. We expect to 
see two more cuts from the Bank of 
England (BoE). We also expect China 
to ease further to complement fiscal 
stimulus. Bank of Japan (BOJ) on the 
other hand will continue reducing 
policy accommodation in 2026.

US equity valuations remain stretched 
by historical levels, suggesting 
vulnerability should investors reprice 
the growth and policy outlook, but 
earnings and margins remain robust. 
Albeit selected industries in the US 
have faced headwinds related to AI 
impact. EM ex China saw strong 
multiple expansion on expectations 
of continued resiliency in tech 
demand, commodities and further 
monetary easing in LatAm and EMEA.

EARNINGS SENTIMENT MOMENTUM

View: ¸ Delta: ÌÌÌ View: ¸ Delta: ÌÌÌ View: ¸ Delta: ÌÌÌ

US earnings remain solid relative to 
own history and versus global. Our 
base case remains for robust 
earnings in 2026. EM ex China 
earnings have been strong and 
ongoing resilient AI related demand 
and commodity prices should be 
supportive.

US equity and rates implied volatility 
remains below historical average. 
Put/call ratios have increased over the 
month but remains benign. US 
consumer discretionary 
underperformed staples. Global 
cyclicals ex tech fell relative to global 
defensives. 

On a cross-asset basis, momentum 
was particularly strong within equities 
(Japan, UK, EM) and commodities. 
Japanese bonds and JPYUSD cross 
showed strong momentum to the 
downside. Credit remained positive. 
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SCENARIOS 
IN BRIEF
Probability tree
based on 12 -month 
outlook
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¸ ¸ ¸ ¸ ¸Will inflationary pressures 

remain strong in 2026?
NO YES

NOYES YES NO

TODAY

SLOWDOWN (25% PROBABILITY) RECOVERY (40% PROBABILITY) EXPANSION (35% PROBABILITY)

Asset Class Impact Asset Class Impact Asset Class Impact

Equities Sovereigns Credit Real Assets Cash Equities Sovereigns Credit Real Assets Cash Equities Sovereigns Credit Real Assets Cash

¢ ¡¡ ¢¢ ¢ ÌÌÌ ¡¡ ÌÌÌ ¡ ¡¡ ÌÌÌ ÌÌÌ ¢ ÌÌÌ ¡ ¡

Outlook Level Return Outlook Level Return Outlook Level Return

S&P 500 6,400 -6% S&P 500 8,300 +20% S&P 500 7,300 +7%

10-year US Treasuries 3.3% +6% 10-year US Treasuries 4.15% -1% 10-year US Treasuries 4.5% -4%

Macro

Á Large tariff hikes and 
economic uncertainty lead 
US firms and consumers to 
remain cautious. 

Á US labor market weakens 
further.

Á Stimulus in the Eurozone and 
China is counteracted by 
cooling global demand.

Á 4ki g¯®« ^ªk p^«® s| ìÀÄ ^|i 
US rates fall to 2.5%. 

Markets

Á Equities are volatile in the 
near term and performance 
stalls. 

Á Returns are sub-average. 
Credit spreads widen 
beyond long -term averages 
as recession risks rise. 

Á But sovereign bonds 
outperform on lower rates. 
USD weakens.

Macro

Á US labor market slowdown 
leads the Fed to ease rapidly 
but underlying growth 
remains robust and fiscal 
s{§^g® s| ìÀÄ s« «®ª~|qÎ

Á Inflation remains above 
target as higher prices are 
passed through. 

Á The Fed brings rates below 
ÁĆ s| ìÀÄÎ 

Markets

Á Equity price multiples rise 
further. Earnings growth 
remain relatively robust.

Á Credit spreads compress 
further.

Á Bonds perform well initially 
but returns are capped by 
resilient growth. Real yields 
fall.

Á USD depreciates 
significantly. Real assets 
perform strongly.

Macro

Á Growth recovers as 
consumers and firms 
successfully absorb the tariff 
shock. 

Á Fiscal boost provides more 
«¯§§~ª® s| ìÀÄÎ Mk«® ~p ®rk 
world accelerates.

Á US inflation remains robust 
setting a floor for Fed cuts at 
ÁÎÃĆ s| ìÀÄÎ

Markets

Á Risk assets make gains but 
no stronger than longer run  
averages å risk spreads 
lower near -term. 

Á Bonds do less well, as short 
term interest rates rise vs 
expectations.

Á USD recoups some of its 
z~««k« ^|i «®^fszsºk« s| ìÀÄÎ

Will the US economy weaken further 

due to the tariff shock?

Will the Fed keep cutting interest rates 

rapidly in 2026?

FOR INSTITUTIONAL, PROFESSIONAL, QUALIFIED INVESTORS AND QUALIFIED CLIENTS ONLY. 6

Source: BNY Investment  Strategy & Research Group  as of February 23, 2026. The views presented  should  not  be construed  as investment  or portfolio  construction  recommendations,  nor  a recommendation  to buy or sell any security or asset class. This 
is a summary of our individual  asset class views, indicating  our  views of conviction  and relative  preferences  across a broad -based range of assets classes, and is independent  of any specific  portfolio  construction  considerations . The information  has 
been  provided  without  taking  into  account  the investment  objective,  financial  situation  or needs of any particular  person . Views expressed are those of the Investment  Institute  and do  not  reflect  views of other  managers or the firm overall . This 
information  contains projections  or other  forward -looking  statements regarding  future  events, targets, or expectations,  and is only current  as of the date indicated . There is no assurance that such events or expectations  will  be achieved,  and actual 
results may be significantly  different  from  that shown here. The information  in this presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by subsequent  market  events or for  other  reasons.
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Source: BNY Investment  Strategy & Research Group  as of February 23, 2026. The views presented  should  not  be 
construed  as investment  or portfolio  construction  recommendations,  nor a recommendation  to buy or sell any security or 
asset class. This is a summary of our  individual  asset class views, indicating  our  views of conviction  and relative  
preferences  across a broad -based range of assets classes, and is independent  of any specific  portfolio  construction  
considerations . The information  has been  provided  without  taking  into  account  the investment  objective,  financial 
situation  or needs of any particular  person . Views expressed are those of the Investment  Institute  and do  not  reflect  views 
of other  managers or the firm overall . This information  contains projections  or other  forward -looking  statements 
regarding  future  events, targets,  or expectations,  and is only current  as of the date indicated . There is no assurance that 
such events or expectations  will  be achieved,  and actual results may be significantly  different  from  that shown here. The 
information  in this presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by 
subsequent  market  events or for  other  reasons.
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MACRO
NEWS VS.
OUR
SCENARIOS

MACRO NEWS SLOWDOWN RECOVERY EXPANSION
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Marginally lower headline tariff rate 
compared to pre -SCOTUS ruling

Greater than expected US fiscal 
policy stimulus

Large global fiscal and monetary 
stimulus

Improving small cap earnings and 
outlook for hiring
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t Stable job openings rate and 

improving hiring intentions

Trend lower in initial and continued 
jobless claims
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Subdued but modest recovery in US 
consumer confidence. Improving 
business sentiment
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Increase in core services ex shelter 
inflation momentum

Fed striking a balance between 
employment and inflation risk

Global central banks turning more 
hawkish

Low China producer prices

AGGREGATED ASSESSMENT



Our Outlook vs. Consensus
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*Target  is the expected  outcome  based on the average of three  scenarios weighted  by how likely they are to occur . Area is the most likely range for  the variable  over the forecasted  time  horizon . 

Source: BNY Investment  Strategy & Research Group,  Macrobond . The views presented  should  not  be construed  as investment  or portfolio  construction  recommendations,  nor  a recommendation  to buy or sell any security or asset class. This is a 
summary of our  individual  asset class views, indicating  our  views of conviction  and relative  preferences  across a broad -based range of assets classes, and is independent  of any specific  portfolio  construction  considerations .  The information  has been  
provided  without  taking  into  account  the investment  objective,  financial  situation  or needs of any particular  person . Views expressed are those of the Investment  Institute  and do  not  reflect  views of other  managers or the firm overall . This information  
contains projections  or other  forward -looking  statements regarding  future  events, targets,  or expectations,  and is only current  as of the date indicated . There is no assurance that such events or expectations  will  be achieved,  and actual results may be 
significantly  different  from  that shown here. The information  in this presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by subsequent  market  events or for  other  reasons.
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Our Outlook vs. Consensus

FOR INSTITUTIONAL, PROFESSIONAL, QUALIFIED INVESTORS AND QUALIFIED CLIENTS ONLY.

*Target  is the expected  outcome  based on the average of three  scenarios weighted  by how likely they are to occur . Area is the most likely range for  the variable  over the forecasted  time  horizon . 

Source: BNY Investment  Strategy & Research Group,  Macrobond . The views presented  should  not  be construed  as investment  or portfolio  construction  recommendations,  nor  a recommendation  to buy or sell any security or asset class. This is a 
summary of our  individual  asset class views, indicating  our  views of conviction  and relative  preferences  across a broad -based range of assets classes, and is independent  of any specific  portfolio  construction  considerations .  The information  has been  
provided  without  taking  into  account  the investment  objective,  financial  situation  or needs of any particular  person . Views expressed are those of the Investment  Institute  and do  not  reflect  views of other  managers or the firm overall . This information  
contains projections  or other  forward -looking  statements regarding  future  events, targets,  or expectations,  and is only current  as of the date indicated . There is no assurance that such events or expectations  will  be achieved,  and actual results may be 
significantly  different  from  that shown here. The information  in this presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by subsequent  market  events or for  other  reasons.
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*Target  is the expected  outcome  based on the average of three  scenarios weighted  by how likely they are to occur . Area is the most likely range for  the variable  over the forecasted  time  horizon . 

Source: BNY Investment  Strategy & Research Group,  Macrobond . The views presented  should  not  be construed  as investment  or portfolio  construction  recommendations,  nor  a recommendation  to buy or sell any security or asset class. This is a 
summary of our  individual  asset class views, indicating  our  views of conviction  and relative  preferences  across a broad -based range of assets classes, and is independent  of any specific  portfolio  construction  considerations .  The information  has been  
provided  without  taking  into  account  the investment  objective,  financial  situation  or needs of any particular  person . Views expressed are those of the Investment  Institute  and do  not  reflect  views of other  managers or the firm overall . This information  
contains projections  or other  forward -looking  statements regarding  future  events, targets,  or expectations,  and is only current  as of the date indicated . There is no assurance that such events or expectations  will  be achieved,  and actual results may be 
significantly  different  from  that shown here. The information  in this presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by subsequent  market  events or for  other  reasons.
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SCENARIO Q4 2026

Expansion (35% probability)

Earnings-per -share Estimate 301

Earnings Growth +12%

Price/Earnings 24

Approximate Level 7,300

Return Estimate +7%

Recovery (40% probability)

Earnings-per -share Estimate 302

Earnings Growth +12%

Price/Earnings 27

Approximate Level 8,300

Return Estimate +20%

Slowdown (25% probability)

Earnings-per -share Estimate 285

Earnings Growth +6%

Price/Earnings 23

Approximate Level 6,400

Return Estimate -6%

Prob. Weighted S&P 500 Level 7,500 

Prob. Weighted Return Est. +9%

As of February 23, 2026

See slide 7: Scenarios in Brief for  more  details  on each scenarios.






















































































































































































































































