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Key views for 1Q 2026

Is for a continued expansion with 
better fiscal support in 2026 though 

risks remain elevated

A continued expansion and good 
earnings growth are supportive of 

equities, and justify a modest 
overweight

Should provide reasonable 
returns driven by good yields and 

interest rate cuts, albeit with 
some yield volatility

Our base case outlook Global Equities Fixed Income

Conclusion
• We expect more Fed rate cuts in 2026 to get the Fed funds rate down to 3.25%
• We expect UST bond yields to range between 4.0% and 4.5%
• We expect the USD to be rangebound with a weakening bias
• We overweight Asian equities
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Source: UOBAM, 24 Nov 2025. Note: *3-6 months horizon. The weights are relative to the appropriate benchmark(s), arrows show change from last quarter

Moderate overweight equities for 1Q26. We think it is 
still safe to dance while the music is playing, but dance 
close to the door
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Source: UOBAM, 24 Nov 2025. Note: *3-6 months horizon. The weights are relative to the appropriate benchmark(s), arrows show change from last quarter

Fixed income and commodities strategy maintained neutral 
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Investing in 2026 requires a view regarding the durability 
of the secular bull market. We see both upside and 
downside risks

SOURCE: MRB PARTNERS, NOV 2025

US secular equity bull & bear markets over past 150+ years



Global Macroeconomic Trends:
The case for the secular bull 
market to continue and why stay 
invested
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Case for bull market durability

1. Economic expansion likely to continue as we emerge from the most dangerous part of the 

cycle

2. We see comparisons to the 1990s but leverage and debt levels lead us to believe we are 

closer to 97/98 than to 2000

3. Corporate profit margins and earnings are stunningly strong and provide a basis to 

expect continued expansion

4. The best hedge against AI is to own the companies that make the robots. There are a lot 

of reasons to think AI and other innovation advancements are revolutionary and will 

reshape the way we think about productivity and economic progress
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GDP Growth - 2025 forecasts stabilising slightly

2021 2022 2023 2024 2025F 2026F

Global 6.6 3.8 3.5 3.3 3.0 2.9

United States 6.1 2.5 2.9 2.8 1.9 1.8

Eurozone 6.3 3.6 0.4 0.9 1.3 1.1

Japan 2.7 1.0 1.2 0.1 1.1 0.7

Asia ex. Japan 5.9 4.1 5.1 5.3 4.5 4.3

China 8.4 3.1 5.4 5.0 4.9 4.3

Real GDP Growth Consensus Estimates (%)

Source: Bloomberg, UOBAM,  20 November 2025

Most regions are slower in 2025 but not collapsing, and many estimates are slightly 
higher than at the end of the previous quarter.
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Economic growth has been creeping up in 2025 and 
should improve further in 2026

SOURCE: BLOOMBERG, GOLDMAN SACHS GLOBAL INVESTMENT RESEARCH

US GDP growth outlook looks decent again
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AI spending helped bridge the gap of slowing growth

SOURCE: DEUTSCHE BANK RESEARCH; UNDERLYING GDP MEASURED AS REAL FINAL SALES TO PRIVATE DOMESTIC 

PURCHASERS; TECH SPENDING INCLUDES THE SOFTWARE AND IT EQUIPMENT COMPONENTS OF FIXED INVESTMENT AND 

DOMESTIC SALES
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We have almost bridged the gap of the negative 
policy headwinds
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More rate cuts coming in 2026



Regions
EPS Growth 

(YoY%)
PER DVD YLD PBR ROE

2025E 2026E 2025E 2026E 2025E 2025E 2026E 2025E 2026E

US 11.8 13.2 25.1 22.2 1.4 5.3 4.7 21.1 21.4

Europe 11.3 11.2 15.9 14.3 3.2 2.2 2.0 13.6 14.2

Japan 4.0 10.2 18.0 16.3 2.1 1.7 1.6 9.6 9.9

Asia Ex Japan 9.2 18.0 17.1 14.5 2.3 2.1 1.9 12.1 13.0

China -3.1 14.3 14.8 12.9 2.4 1.7 1.5 11.4 11.9

Earnings growth is good for 2025 and great for 2026

Source: Factset, UOBAM, Nov 2025. Based on Calendar Year.
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Earnings Revision: Positive across major regions

SOURCE: FACTSET, UOBAM , 11 NOV 2025

Developed Markets (CY2) Emerging Markets (CY2)
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Earnings revision breadth: Picking up for most regions 
though some tentative signs of rolling over in the US

SOURCE: FACTSET, UOBAM
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Corporate ability to improve margins and grow profits has 
been stunning

S&P 500 quarterly earnings growth (%YoY) Profit margins further expanded in Q3

SOURCE: MRB PARTNERS, NOV 2025
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AI facts and thoughts to consider

1. Elon Musk calls AI the infinite money glitch (can one afford not to be an owner of these 

companies?)

2. Open AI has $1.4trn of investment commitments in the next 6 years (they currently have 

annual revenues of about $14bn)

3. Mag 7 market cap is as big as the bottom 449 stocks of the S&P500

4. Mag 7 are larger than the combined sectors of Energy, Materials, Consumer Staples, 

Healthcare, Financials, Utilities and Real Estate

5. Apple is $4trn market cap. The iPhone did more revenue in the past 12 months than 

Bank of America plus Meta. The App Store did more revenues than Target.  iPads did 

more revenue than Starbucks.



Global Macro Risks:
The case for a diversified 
approach to investing to balance 
the many risks
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The risks that justify diversified investment approaches

1. Market valuations are comparable to other bubbles and current valuations imply 

lower long-term returns

2. There is a lot of evidence that while Wall Street is very strong, Main Street is  

dangerously weak

3. While AI innovations are likely revolutionary, it is not clear what the net effects are 

to the economy and to society

4. The US fiscal situation risks a bigger crisis at the next downturn
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US equity valuations are comparable to the 1990s
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US equity valuations are comparable to the 1990s

Starting 12-month forward P/E ratio vs ensuing 10-year 
annualised total US stock market returns 

SOURCE: LSEG DATASTREAM/ECR RESEARCH



23

AI revenues appear circular

Concerns:
1. This is all about buying chips and chips 

are not really the product
2. AI isn’t really the product – we are still 

looking for the critical application 
3. Nobel Laureate, MIT economist, Daron 

Acemoglu forecasts much lower GDP 
growth from AI then his models show 
from the internet in the 1990’s

4. Open AI has $1.4trn of investment 
commitments in the next 6 years (they 
currently have annual revenues of 
about $14bn)
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Main Street is dangerously weak

SOURCE: VETTAFI, ADVISORS PERSPECTIVES, SEPT 2025
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US consumer confidence is at crisis levels 

SOURCE: UNIVERSITY OF MICHIGAN CONSUMER SENTIMENT INDEX

50.3
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Many troubling trends in US housing
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US fiscal health was in great shape in the late 1990s but is 
terrible now

US FY2025 debt nearly 100% of GDP

SOURCE: CONGRESSIONAL BUDGET OFFICE, NOV 2025
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Which is worse?

What if there are 2 potential outcomes:

1. The AI Bubble bursts. It slows the economy and leads to job losses and a prolonged 

market downturn

2. The bubble doesn’t burst. AI proves so powerful and valuable that these companies 

continue to soar. This leads to large white collar job loss.

Which is worse?
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Important Notice and Disclaimers

THESE SLIDES SHALL NOT BE COPIED, OR RELIED UPON BY ANY PERSON F OR WHATEVER PURPOSE. THE INFORMATION HEREIN IS GIVEN ON A 

GENERAL BASIS WITHOUT OBLIGATION AND IS STRICTLY FOR INFORMATION ONLY. THESE SLIDES MUST BE VIEWED IN CONJUNCTION WITH THE ORAL 

PRESENTATION PROVIDED BY THE UNITED OVERSEAS BANK LIMITED ("UOB") OR UOB ASSET MANAGEMENT LTD ("UOBAM"). 

 

THESE SLIDES ARE NOT AN OFFER, SOLICITATION, RECOMMENDATION OR ADVICE TO BUY OR SELL ANY INVESTMENT PRODUCT, INCLUDING ANY 

COLLECTIVE INVESTMENT SCHEMES OR SHARES OF COMPANIES MENTIONED W ITHIN. THE INFORMATION CONTAINED IN THESE SLIDES, INCLUDING ANY 

DATA, PROJECTIONS AND UNDERLYING ASSUMPTIONS ARE BASED UPON CERT AIN ASSUMPTIONS, MANAGEMENT FORECASTS AND ANALYSIS OF 

INFORMATION AVAILABLE AND REFLECTS PREVAILING CONDITIONS AND OUR VIEWS AS OF THE DATE OF THE DOCUMENT, ALL OF WHICH ARE SUBJECT 

TO CHANGE AT ANY TIME WITHOUT NOTICE. PLEASE NOTE THAT THE GRAPHS, CHARTS, FORMULAE OR OTHER DEVICES SET OUT OR REFERRED TO IN 

THESE SLIDES CANNOT, IN AND OF ITSELF, BE USED TO DETERMINE AND WILL NOT ASSIST ANY PERSON IN DECIDING WHICH INVESTMENT PRODUCT TO 

BUY OR SELL, OR WHEN TO BUY OR SELL AN INVESTMENT PRODUCT.

IN PREPARING THESE SLIDES, UOBAM HAS RELIED UPON AND ASSUMED, WITHOUT INDEPENDENT VERIFICATION, THE ACCURACY AND COMPLETENESS 

OF ALL INFORMATION AVAILABLE FROM PUBLIC SOURCES OR WHICH WAS OT HERWISE REVIEWED BY UOBAM.  UOBAM DOES NOT WARRANT THE 

ACCURACY, ADEQUACY, TIMELINESS OR COMPLETENESS OF THE INFORMATION HEREIN FOR ANY PARTICULAR PURPOSE, AND EXPRESSLY DISCLAIMS 

LIABILITY FOR ANY ERROR, INACCURACY OR OMISSION. UOBAM AND ITS EMPLOYEES SHALL NOT BE HELD LIABLE FOR ANY DECISION OR ACTION TAKEN 

BASED ON THE VIEWS EXPRESSED OR INFORMATION CONTAINED WITHIN THIS PUBLICATION. ANY OPINION, PROJECTION AND OTHER FORWARD-

LOOKING STATEMENT REGARDING FUTURE EVENTS OR PERFORMANCE OF, INCLUDING BUT NOT LIMITED TO, COUNTRIES, MARKETS OR COMPANIES IS 

NOT NECESSARILY INDICATIVE OF, AND MAY DIFFER FROM ACTUAL EVENTS OR RESULTS. NOTHING IN THIS PUBLICATION CONSTITUTES ACCOUNTING,  

LEGAL, REGULATORY, TAX OR OTHER ADVICE. THE INFORMATION HEREIN HAS NO REGARD TO THE SPECIFIC OBJECTIVES, FINANCIAL SITUATION AND 

PARTICULAR NEEDS OF ANY SPECIFIC PERSON. YOU MAY WISH TO SEEK ADVICE FROM A PROFESSIONAL OR AN INDEPENDENT FINANCIAL ADVISER 

ABOUT THE ISSUES DISCUSSED HEREIN OR BEFORE INVESTING IN ANY INVESTMENT OR INSURANCE PRODUCT. SHOULD YOU CHOOSE NOT TO SEEK 

SUCH ADVICE, YOU SHOULD CONSIDER CAREFULLY WHETHER THE INVESTMENT OR INSURANCE PRODUCT IS SUITABLE FOR YOU.
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