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SHORT-TERM
RISK-ON/RISK-OFF
GAUGE

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

Source: BNY Investment  Strategy & Research Group  as of September  28, 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information  in this presentation  is based on current  market  conditions,  which will  fluctuate  and may be superseded  by subsequent  market  events or for  other  reasons.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
A multi -layered signals approach

GROWTH INFLATION POLICY ASSET CLASS ANALYSIS

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

Above -potential US growth is supported 
by capex, stable labor market, and loose 
financial conditions. Europe activity to 
be supported by German fiscal stimulus. 
UK faces tight financial conditions and 
loosening labor market. Japan holds up 
on rising real wages and China requires 
continued policy support as weak 
domestic demand and potential trade 
frictions constrain momentum.

Inflation is likely to stay sticky even if 
geopolitical tensions ease. In the US, 
trend inflation remains close to 3%. 
Core PCE is expected to rise above 3% 
amid resilient demand, stable labor 
markets, and supply disruptions. Euro 
Area inflation expected to move to 2.5 å
3%, UK inflation rises modestly but 
tempered by a loosening labor market, 
and China sees slower reflation as 
excess capacity offsets higher energy 
costs.

The Fed is expected to deliver two hikes 
over the next 12 months, less than 
current market pricing. The ECB likely 
hike once more and slack in the 
economy limits BoE hawkishness. The 
BOJ continues steady normalization, 
while China maintains supportive policy 
settings to cushion domestic weakness 
and trade -related headwinds.

Fed hikes and the period leading up to 
midterms tend not to be favorable for 
risk. We retain a value tilt in US equities 
and remain underweight equity beta. 
High real yields also keep equity 
valuation under pressure. Rates, from a 
valuation standpoint, start to look 
attractive. Natural resources, global 
infrastructure, and precious metals 
remain attractive diversifiers. Relative 
value trades across sovereign markets 
remain attractive. 

SYSTEMATIC MACRO SENTIMENT MOMENTUM VALUATION

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

Signals based on macro data show 
robust nominal growth. Market -implied 
macro regime suggests strong growth 
and high rates. We see markets view 
consistent with our discretionary macro 
view. 

Equity implied vol remains subdued 
though real yields have moved above 
2%. Put/call ratios remain risk -on while 
surveys suggest the opposite. Rates 
implied vol jumped ~17 points. Credit 
default swaps on IG credit and HY credit 
rose ~10bp and ~30bp, respectively, 
and closer to historical median levels.

Momentum for rates was strongest in 
USTs, OATs, Bunds, and BTPs. Broad 
equities were weak with the exception 
of US tech. Crude oil gained and 
precious metals were weak. Yen saw 
strong momentum, gaining on the 
dollar, while GBP, EUR, and AUD were 
weaker. 

Global valuations remain dispersed and 
most saw valuation compression over 
the month. DM valuations remain 
elevated relative to history. UK remains 
cheaper vs DM peers with relatively 
stronger earnings growth. EM and 
China remain cheaper relative to global 
peers. 
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Quarterly Regional Macro View

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

Source: BNY Investment  Strategy & Research Group  as of September  15, 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 asset 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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REGION/COUNTRY BASE CASE KEY RISKS

US

Å Easing energy prices, capex, and loose financial conditions offset fading fiscal 
support.

Å Core trend inflation at 3% forces the Fed to deliver two rate hikes over the next 
12 months.

Å Downside: Energy shocks trigger second -round impacts and lift core inflation 
to 4%.

Å Upside: Business capex and AI adoption rise. Wage growth is contained, and 
the Fed holds.

Euro Area
Å German stimulus and AI capex offset energy and Chinese export pressures.
Å Core inflation stabilizes around 2.5%, prompting the ECB to hike one more 

time in 2026. 

Å Downside: Growth weakens as consumers save more or the ECB responds 
with additional hikes.

Å Upside: Consumers look through the shock, demand holds up, and no further 
ECB hikes.

UK

Å Tight financial conditions and labor market slack delay growth rebound until 
2028.

Å Core inflation remains above target but continues to ease and the BoE 
remains on hold.

Å Downside: Energy shock leads to BoE tightening, but labor market slack limits 
its scope.

Å Upside: AI capex and adoption lift growth, while high inflation keeps the BoE 
hawkish.

Japan
Å Household demand picks up on rising real wages and supports business 

investment.
Å Headline inflation rises despite energy price subsidies; BoJ hikes to 1.75%.

Å Downside: Higher energy prices cut purchasing power, weakens the yen, and 
fuels inflation.

Å Upside: Growth picks up as demand recovers; the USD stabilizes and yen 
pressures fade.

China

Å Property drags fade, but trade frictions require continued domestic demand 
support.

Å Reflation slows as excess capacity offsets energy shocks, prompting further 
stimulus.

Å Downside: Higher savings and a housing slump slow growth. Geopolitical 
frictions rise.

Å Upside: Faster domestic demand rebalancing and AI adoption strengthens 
manufacturing.
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SCENARIOS 
IN BRIEF
Probability tree
based on 12 -month outlook

V
IE

W

Unfavorable Favorable

¸ ¸ ¸ ¸ ¸Will US core trend 

inflation decelerate below 

3%?

Yes

TODAY

Will the Fed tighten more 

than expected and derail 

the AI capex cycle?
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Source: BNY Investment  Strategy & Research Group  as of September  15, 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 asset 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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RECOVERY EXPANSION STAGNATION
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Macro

Á Private business investment 
increases meaningfully and 
pushes US growth above 
potential. Labor market 
remains at full employment, 
and low saving rate supports 
spending and business 
earnings. 

Á Inflation remains above 
target through 2027, but 
Fed stays on hold through 
late 2027, keeping financial 
conditions loose.

Markets

Á Equity price multiples rise 
as fast nominal growth is 
paired with easy monetary 
policy which loosens 
financial conditions. 

Á Yields fall as markets 
reverse expectations for 
hikes. The dollar is stable 
to modestly weaker on 
lower rate differentials.

Macro

Á Global activity strengthens 
after showing resiliency 
through the shock. In the 
US, business capex and 
loose financial conditions 
keep growth above 
potential.

Á Labor markets remain at full 
employment, with limited 
labor supply keeping 
unemployment low. Core 
trend inflation remains 
closer to 3%. The Fed 
delivers two rate hikes over 
the next 12 months. 

Markets

Á Risk assets gain but are 
volatile in the near term as 
inflation uncertainty 
increases. Earnings growth 
is the main driver, while 
upside from price 
multiples is capped. Credit 
spreads remain 
compressed, but carry is 
attractive. 

Á Uncertainty around US 
Treasury intervention 
keeps yields volatile. 

Macro

Á Energy disruptions hit 
critical thresholds, resulting 
in significant price spike in 
commodities. 

Á Fed embarks on a 
tightening cycle. Sentiment 
falls, saving rate increases, 
and earnings fall, leading to 
a pullback in private 
business investment. 

Markets

Á Equity price multiples fall 
and enter bear market 
territory. The negative 
wealth effect from equity 
drawdowns further weighs 
on growth through capex 
pull back.

Á Real assets and inflation 
hedgesæsuch as value and 
income equities, short 
duration, and the dollar - 
hold up relatively well, 
while gold remains 
pressured as yields rise.



Our Outlook vs. Consensus

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

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 asset 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.

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 asset 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.

9

M A C R O S C O P E



Our Outlook vs. Consensus

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

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 asset 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 Q3 2027

Expansion

Earnings-per -share Estimate 371

Earnings Growth +13%

Price/Earnings 21

Approximate Level 7,800

Return Estimate +2%

Recovery

Earnings-per -share Estimate 371

Earnings Growth +13%

Price/Earnings 23

Approximate Level 8,600

Return Estimate +13%

Stagnation

Earnings-per -share Estimate 358

Earnings Growth +9%

Price/Earnings 17

Approximate Level 5,900

Return Estimate -22%

Prob. Weighted S&P 500 Level 7,400 

Prob. Weighted Return Est. -3%

As of September 29, 2026

See slide 7: Scenarios in Brief for  more  details  on each scenario.
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Top Geopolitical Themes

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

Other  key themes to watch:  U.S. reshoring,  French 2027 election,  Korea growth  uplift,  investment  home  bias, nuclear  renaissance, US bank deregulation,  global  defense buildup .

Note: arrows indicate  whether  momentum  is increasing  or decreasing  on each theme; --- indicates neutral  direction .

Source: BNY Investment  Strategy & Research Group . 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. Any projections  or forecasts 
contained  herein  are based upon  certain  assumptions  considered  reasonable . Projections  are speculative  in nature and some or all of the assumptions  underlying  the projections  may not  materialize  or vary significantly  from  the actual results. 
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Ranking Theme Trajectory Key Updates vs. Consensus / Implication

1 
Global Bond Glut / 
Fiscal Risks ¡

- Long-end yields at multi -decade highs across major developed markets amid supply pressures
- French budget negotiations in October will be messy; deficit to remain above 5%
- Q= f¯iqk® i¯k Bg®Î ÀÆÑ ·skzi «§syk s« g~{§ªk««s|q f¯iqk® êrk^iª~~{Ïë f¯® q~´í® «sq|^zzs|q is«gs§zs|k
- US Treasury buybacks have underwhelmed, with little prospect of fiscal consolidation post midterms 

Tactical opportunities and yield protection in 
rates; budget and political volatility to keep 
pressure on long -end

2 Iran / Hormuz ÌÌÌ

- Recovery in Hormuz flows helping contain price increases, limiting urgency for a deal
- Heightened stress in refined products and natural gas remains 
- Saudi Arabia-Houthi hostilities escalating into more sustained war

Conflict set to extend into 2027; Seriousness of 
Saudi-Houthi escalation underappreciated

3 
AI Regulation / 
Techlash ÌÌÌ

- Trump administration has made clear opposition to regulation slowing AI buildout
- Challenges passing Ratepayer Protection Act reinforce difficulty achieving congressional consensus on data center 
measures; further regulatory restrictions / scrutiny added by Texas and Virginia in Sept.

TX, GA, OH governors races key to watch; 
Unlikely to derail core AI buildout in 2027, with 
hyperscalers best able to navigate 

4 
EU-China trade 
tensions ¡

- EU-China trade tensions to come to a head in October 
- Early October EU-China trade meetings in Beijing unlikely to produce results; EU leaders set to decide way forward at 
Oct. 15-¿Ä {®qÑ g~|«sikªs|q «^pkq¯^ªi«Ï êÁ¾¿ë ®~~zÏ is´kª«spsg^®s~| s|«®ª¯{k|®

EU political and industry positions on China 
have hardened significantly, point to follow 
through on trade restrictions

5 Ukraine War ¡

- Escalating Russian attacks on Ukrainian cities, Russian hybrid attacks and threats against Europe
- Ukraine strikes to continue disruptions to Russian refining through the winter
- Limited prospects of Ukraine -M¯««s^ êk|kªq· ®ª¯gkëÏ ik«§s®k QN §¯«r

Escalating risks of Russian disruption to EU 
energy; EU energy majors, gas producers and 
US LNG offer hedge 

6 US Tariffs ¢

- Section 301 overcapacity tariffs expected soon å 7.5% expected on China, lower on others; progress on additional 
trade deals (India, Vietnam, Mexico/USMCA) awaiting clarity on these 301 tariffs  
- Look out for Section 232 on industrial machinery / robotics, medical equipment 

U.S. reshoring a durable investment theme å 
with advanced manufacturing showing 
sustained pickup in momentum

7 
US-China Trade / 
Tech Competition ¢

- Limited substance but positive optics in Trump -Xi summit, extension of trade truce support stability
- USG advisory on distillation by Chinese models raises regulatory / reputational risks for corporate use
- US-China AI talks a modest positive; unlikely to slow development on either side

Decoupling and tight critical minerals flows to 
persist, regardless of trade truce extension

8 
German Economic 
Recovery ÌÌÌ

- September PMIs show broadening of recovery to services, continued strength in manufacturing 
- AFD ascendence, CDU state election losses increase political risk, but Merz committed to staying course on reforms; 
defense spending remains strong, while infrastructure disbursements still lagging

Further upside for German defense, industrials, 
financials on reform and spending follow 
through

9 
EU Strategic 
Autonomy ÌÌÌ

- Brussels beginning a busy fall å seeking to complete significant EU competitiveness and autonomy agenda before 

challenging 2027 election year (France, Italy, Spain); actively deliberating Industrial Accelerator Act å µs®r ê?^ik s| 

/¯ª~§kë §ª~´s«s~|«Ï {kªqkª ªkp~ª{Ï +z~¯i ĉ "7 -k´kz~§{k|® "g®

EU industrial recovery offers key investment 

opportunities, with PMIs showing momentum, 

policy supports

10 
Latam pro -market /          
pro -US tilt ¢

- Bolsonaro now tied with Lula in election polls, moving race to toss up
- Argentine economy contracted in Q2, remains weak in Q3, challenging Milei popularity
- US Exim announced $7 B investments in Argentina, including landmark LNG project, minerals

Markets may be overestimating Bolsonaro 
prospects / policy outcomes



Macro Differential Favors Non -US Duration

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

Source: BNY Investment  Strategy & Research Group,  Macrobond . The performance  quoted  represents  past performance  which  is no guarantee  of future  results. Charts are provided  for  illustrative  purposes  and are not  indicative  of the past or future  
performance  of any product . An investor  cannot  invest directly  in the index . See full  definition  of indices  in back labeled  Appendix . 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. Any projections  or forecasts contained  herein  are based upon  certain  assumptions  considered  reasonable . Projections  are speculative  in nature and some or all of the assumptions  underlying  
the projections  may not  materialize  or vary significantly  from  the actual results. 
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Solid activity data, persistent inflation, widening deficits, and interventions to suppress long -end yields reinforce our cautio us duration outlook, but US real yields are starting to 
look attractive from a valuation standpoint with real yields above 2%. The front -end and back -end of the curve are expected to r emain volatile, former due to Fed policy uncertainty 
and the latter due to the fiscal outlook. Outside the US, the backdrop is becoming less adverse for inflation with rising dow nside growth risks in selected regions. The difference in 
the growth outlook should moderate expectations for central bank hawkishness outside the US. 



Equity Risk Management is Crucial Over the Next 2 Months
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Source: BNY Investment  Strategy & Research Group,  Macrobond . The performance  quoted  represents  past performance  which  is no guarantee  of future  results. Charts are provided  for  illustrative  purposes  and are not  indicative  of the past or future  
performance  of any product . An investor  cannot  invest directly  in the index . See full  definition  of indices  in back labeled  Appendix . 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. Any projections  or forecasts contained  herein  are based upon  certain  assumptions  considered  reasonable . Projections  are speculative  in nature and some or all of the assumptions  underlying  
the projections  may not  materialize  or vary significantly  from  the actual results. 
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History suggests that a rate hike tends to be a headwind for equities in the first 2 -3 months of the hike. Also, equity volatili ty tends to spike about a month out prior to Midterms as 
uncertainty around the political outcome peaks. The two historical episodes coincide over the next 2 months and therefore equ ity risk management is crucial over the next 2 
months. That said, equity markets historically rebound strongly post -midterms. Since the mid -1950s, the S&P 500 had a median excess return (over cash) of ~9% 12 months after 
the election date. Most of those returns, however, occur in the first 6 months. 



AI Fear Rotation Resembles the Dot -com Bubble Playbook

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

Source: BNY Investment  Strategy & Research Group,  Macrobond . The performance  quoted  represents  past performance  which  is no guarantee  of future  results. Charts are provided  for  illustrative  purposes  and are not  indicative  of the past or future  
performance  of any product . An investor  cannot  invest directly  in the index . See full  definition  of indices  in back labeled  Appendix . 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. Any projections  or forecasts contained  herein  are based upon  certain  assumptions  considered  reasonable . Projections  are speculative  in nature and some or all of the assumptions  underlying  
the projections  may not  materialize  or vary significantly  from  the actual results. 
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Concerns around AI overinvestment have garnered headlines as the Nasdaq Composite total return index saw drawdowns of 4% or m ore in the summer months (week ending 
June 5th and June 26th). While a limited sample size, market reaction has been strikingly similar to 2000. The sector returns  averaged across these two weeks are broadly 
consistent with that seen between March 2000 and March 2001. There are two key takeaways. One, behavioral biases are inherent ly repeating, and investor behavior today 
appears similar to 2000. Two, if one believes a bubble peak is imminent, the rational approach is a diversified approach in s tyle and sectors.






















































































































































