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Understand the rise of fiscal dominance and its 
implications for today’s market environment.

Identify why markets may be underestimating 
inflation — and what could keep it sticky 
and elevated.

Determine how multi-asset investors can 
capitalise on fiscal dominance and higher than 
average inflation.

Information Classification: PUBLIC2

By the end of this presentation, you will be able to:LEARNING 
OBJECTIVES



… Perspective is key for long-term investing

Source: Newton, 2026. For illustrative purposes only.
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All change

PEACE DIVIDEND

FREE TRADE 

JUST-IN-TIME 

VOLATILITY SHOCKS

REARMAMENT

INFLATION?

PROTECTIONISM

JUST IN CASE

SMOOTH CYCLES

DISINFLATION



In a fiscal dominance regime
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Key observations for a multi-asset investor

Active > Passive

Return of Capital > Return on Capital

Real Assets: Commodities; Precious 
Metals; Real Estate; Infrastructure 

Equities: look for companies with pricing 
power, international exports and resource 
producers, plus short business cycles

Bonds: tips; some credit; Emerging 
Markets; Avoid long duration



Example asset allocation for illustrative purposes only.
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Asset allocation mix for the fiscal dominance regime

Asset 
allocation 

mix 



Balanced outlook shifting less constructive as the cycle matures
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Macroeconomic health card

+–

Valuations are high across major asset classes

Low consumer confidence

Geopolitical risks, dislocation
across asset classes

US employment showing signs of weakness

Policy rate cuts in major economies

Inflation moderating

Corporate earnings and revenue
continue to grow

AI driving higher Capex cycle

US and German fiscal stimulus

Risks emerging 



Focus on sovereigns where yields reflect external risks
External Position versus 10 Year Real Yield
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Labour markets significantly looser than in 2022
Job Openings per Unemployed Person
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Source: Bloomberg, 28 February 2026.
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Fiscal and inflation risks driving rates performance



S&P 500 Index – Trailing 12-Month P/E Ratio Themes

Source: Bloomberg, 25 March 2026.
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US valuations high, upside limited to earnings growth

Global equity outlook

Banks: Backdrop continues to be favourable for banks, 
regulations are loosening, capital positions are strong and 
valuations are low. 

AI CAPEX: Will remain dominant theme in markets with 
c.50% stocks linked to AI.

HEALTHCARE: Uncertainty in the rear-view mirror 
following US elections and stocks continue to re-rate in 
more favourable environment.

EUROPEAN DEFENCE: Valuations not reflecting significant 
increase in capex over multiple years.

ENERGY: As rates fall and tariff disruption eases there is 
potential for cyclical industrial recovery.0
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Source: Newton, 2026. These opinions should not be construed as investment or any other advice and are subject to change.
This slide is for information purposes only and does not constitute an offer or solicitation to invest.
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Asset class scorecard

Need to be selective

Asset class Assessment

Scorecard

Tactical Strategic 

Equities
• Short-term: Sentiment is very bullish, valuations high, upside low, higher input costs

• Long-term: Premium is low on historic basis, with risk of lower returns longer term

Bonds
• Short-term: Roll-down, carry

• Long-term: Ballooning government deficits

Dollar
• Short-term: Potential for capital flight

• Long-term: US administration favours a weak dollar

Gold
• Short-term: Portfolio hedge

• Long-term: Effective stagflation hedge

Credit
• Short-term: Spreads at all-time lows

• Long-term: Effective diversifier

Commodities 
• Hedge against inflation

• Supportive structural and cyclical backdrop

⚫ = unattractive      ⚫ = moderately attractive      ⚫ = attractive

EM Debt
• Short-term: Attractive policy and valuations

• Long-term: Positive real rates and country specific opportunities

REAL RETURN 
VERSION



H = hedged to GBP. UH = unhedged but quoted in GBP. Class W TER = 0.82%, Minimum Risk = 1 Year.
Note: 1 A composite benchmark comprised of 60% MSCI World Unhedged in GBP and 40% Bloomberg Global Aggregate Hedged in GBP .
Source: Newton, Bloomberg, 31 March 2026. Fund performance for Institutional W (Accumulation) share class is calculated as total return, including reinvested income net of applicable UK tax and charges, based on net asset value. All figures
are in GBP terms. Institutional W (Accumulation) share class annual management charge: 0.75%. Comparisons are made to highlight capital preservation and are for illustrative purposes only.
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BNY Mellon Real Return Fund

Return - CashSharpeRiskReturn

9.3%1.37.1%13.4%BNY Mellon Real Return Fund (Inst W Acc)

0.2%4.1%Cash (SONIA)

0.814.5%16.4%MSCI World (unhedged in GBP)

-0.32.7%3.3%Bloomberg Global Aggregate (hedged in GBP)

1.08.1%11.9%60/40 Benchmark (unhedged/hedged in GBP)1

Return - CashSharpeRiskReturn

3.4%0.56.3%8.0%BNY Mellon Real Return (Inst W Acc)

0.2%4.6%Cash (SONIA)

0.413.2%10.4%MSCI World (unhedged in GBP)

-0.23.1%3.8%Bloomberg Global Aggregate (hedged in GBP)

0.57.5%8.3%60/40 Benchmark (unhedged/hedged in GBP)1

Return - CashSharpeRiskReturn

3.2%0.56.0%7.9%BNY Mellon Real Return (Inst W Acc)

0.2%4.7%Cash (SONIA)

0.812.2%14.3%MSCI World (unhedged in GBP)

-0.33.5%3.7%Bloomberg Global Aggregate (hedged in GBP)

0.87.1%10.0%60/40 Benchmark (unhedged/hedged in GBP)1

Capturing upside

With superior risk-
adjusted returns 

With downside 
protection
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A robust portfolio for a new market regime

Flexible, nimble approach with dynamic decision-making process

Carefully-calibrated risk management, drawing on multiple levers

Utilises broad palette of investments including inflation protection

Inbuilt risk hedges to cushion against downside shocks

Source: Newton, 2026.



01

02

03

Understand the rise of fiscal dominance and its 
implications for today’s market environment.

Identify why markets may be underestimating 
inflation — and what could keep it sticky 
and elevated.

Determine how multi-asset investors can 
capitalise on fiscal dominance and higher than 
average inflation.

Information Classification: PUBLIC12

By now, attendees should be able to:LEARNING 
OUTCOMES



REFERENCES
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Investment objective, annual performance and key risks
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BNY Mellon Real Return Fund
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Important Information

Document ID: 3305700 Expiry: Jul 28,2026.

For Professional Clients only. This is a financial promotion. Please refer to the 
prospectus, KIID where applicable and other fund documents for a full list of risks 
and before making any investment decisions. Go to bny.com/investments. 

Any views and opinions are not investment advice or a research recommendation.

Portfolio holdings are subject to change, for information only and are not investment
recommendations.

BNY is the corporate brand of The Bank of New York Mellon Corporation and may be
used to reference the corporation as a whole and/or its various subsidiaries generally.

BNY Mellon Investment Funds is an open-ended investment company with variable
capital (ICVC) with limited liability between sub-funds. Incorporated in England and
Wales: registered number IC27. The Authorised Corporate Director (ACD) is BNY
Mellon Fund Managers Limited (BNY MFM), incorporated in England and Wales: No.
1998251. Registered address: BNY Mellon Centre, 160 Queen Victoria Street, London
EC4V 4LA. Authorised and regulated by the Financial Conduct Authority.

Issued in the UK by BNY Mellon Investment Management EMEA Limited, BNY Mellon
Centre, 160 Queen Victoria Street, London EC4V 4LA. Registered in England No.
1118580. Authorised and regulated by the Financial Conduct Authority.

This material may be distributed by Newton Investment Management Limited in the UK
to professional investors. Newton Investment Management Limited, 160 Queen Victoria
Street, London EC4V 4LA. Registered in England No. 01371973. Authorised and
regulated by the Financial Conduct Authority.

PAST PERFORMANCE IS NOT A GUIDE TO FUTURE PERFORMANCE. THE VALUE OF INVESTMENTS AND THE INCOME RECEIVED CAN FALL AS WELL AS RISE AND 
INVESTORS MAY NOT GET BACK THE ORIGINAL AMOUNT INVESTED.

UK PROFESSIONAL 
BACK PAGE



THANK YOU!


	Slide 1: Back to  the future?
	Slide 2
	Slide 3: All change
	Slide 4: Key observations for a multi-asset investor
	Slide 5: Asset allocation mix for the fiscal dominance regime
	Slide 6: Macroeconomic health card
	Slide 7: Fiscal and inflation risks driving rates performance
	Slide 8: Global equity outlook
	Slide 9: Asset class scorecard
	Slide 10: BNY Mellon Real Return Fund
	Slide 11: A robust portfolio for a new market regime
	Slide 12
	Slide 13: References
	Slide 14: BNY Mellon Real Return Fund
	Slide 15: Important Information
	Slide 16

