Know your next move...

Investing In an Ianation-Not-Quite;Over Worl

Macro forecasts for 2026 share a common theme:
growth remains reasonably solid, inflation is still
proving sticky, and interest rates may stay above the
ultra-low levels investors became used to in the decade
after the global financial crisis. Some research
suggests inflation could even surprise to the upside by
the end of 2026, reflecting looser fiscal policy, tight
labor markets, and the lingering effects of tariffs.

For investors, the challenge is to navigate an
environment where cash yields are attractive, bond
yields offer real income, and equities may still perform
well, but with more macro noise than many would
prefer.

The Macro Backdrop: Growth, Inflation, and
Yields

Major macro outlooks for 2026 point to a base case of
modest global growth, with global GDP expanding at a
pace that is neither boom nor bust. Central banks have
made progress bringing inflation down from its peaks,
but several forecasters expect inflation to remain
somewhat above traditional 2% targets. There is also a
risk that inflation could move higher again if fiscal policy
remains loose.

On the interest-rate side, research suggests investors
may be in a “higher for longer” regime. Some macro
firms see benchmark 10-year government bond yields
settling around 4% to 4.5% in the U.S., with similarly
elevated yields in other developed markets. Ongoing
fiscal deficits and firm growth may help keep yields
higher than investors saw in the 2010s, when 10-year
yields often sat well below 3%.

What This Means for Stocks, Bonds, and Cash
From an asset allocation perspective, this environment
has several implications.

Stocks can still perform well in an inflationary-growth
environment, especially if nominal growth remains solid
and corporate earnings keep pace with inflation.
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However, valuations may face pressure if bond yields
move sharply higher, and markets may react more
strongly to inflation surprises or policy shifts.

Bonds once again offer a meaningful income
component and potential diversification benefits, but
they still carry risk. If inflation accelerates or term
premiums rise, bond prices could fall, particularly for
longer maturities.

Cash and short-term instruments now offer yields that
would have seemed generous not long ago. That can
appeal to risk-averse investors or those with near-term
spending needs. The trade-off is reinvestment risk if
rates fall, along with the possibility that, after inflation
and taxes, real returns on cash may still trail long-term
growth assets.

For Gen X, Millennials, and Gen Z, the question is how
to balance these risks and opportunities in a way that
reflects both goals and time horizon.

Time Horizon Beats Six-Month Macro Calls
One of the most important lessons advisors emphasize
today is that time horizon usually matters more than
short-term macro forecasts. Even if macro strategists
are broadly right about inflation and yields, the timing
and market reaction can differ from expectations.

For younger investors with 20, 30, or 40 years before
retirement, equities and other growth assets are still
likely to be the main drivers of long-term wealth,
despite periodic macro-driven drawdowns. For
investors closer to retirement, the conversation shifts
toward sequence risk, or the risk that a major
drawdown early in retirement can have an outsized
effect when withdrawals are already underway.

Practical Allocation Ideas by Life Stage

Every investor’s situation is different, but advisors are
discussing several high-level allocation themes in 2026.
Younger Gen Z investors may be able to hold a higher
allocation to equities, including broad-market index
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funds and selected thematic exposure, while still
maintaining an emergency fund and some bond or cash
exposure for stability. The focus should be on building
good habits, keeping costs low, and avoiding
overreactions to macro headlines.

Millennials in their peak earning years often balance
retirement saving with nearer-term goals, such as
housing and education. Advisors may recommend a
diversified core of global equities and intermediate-term
bonds, complemented by real assets or inflation-
sensitive sectors where appropriate.

Gen X investors approaching retirement may need a
greater focus on capital preservation and income. That
can include a larger role for bonds, cash reserves for
near-term spending, and strategies designed to reduce
the impact of market swings just before or during the
early retirement years.

In all cases, bonds have renewed importance. They
can provide income and, in some environments,
diversification against equities. But duration and credit
quality should be managed deliberately, not assumed
to be safe by default.

Tactics for an Inflation-Not-Quite-Over World
Advisors are using several tactics to help clients
navigate this environment.

One approach is laddering bond maturities to manage
interest-rate risk while capturing higher yields over
time.

Another is including real assets or inflation-linked
securities where appropriate. These are not perfect
hedges, but they may help if inflation runs hotter than
expected.

Investors may also benefit from maintaining diversified
global equity exposure rather than trying to time sector
or style rotations based on short-term macro calls.

A separate cash buffer for near-term needs can also
help. It keeps essential spending needs apart from
long-term investment accounts, reducing the risk that
market volatility forces poorly timed portfolio
withdrawals.

For investors, the key is to recognize that macro
uncertainty is a normal part of markets. You do not
need to predict every inflation report or central bank
decision to succeed. You need a thoughtful, diversified
plan that can absorb a range of outcomes and that you
can stick with through periods of volatility.
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