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2026: The Year Ahead 
Forecasts: BofA says global GDP growth 3.3%, US GDP 2.4%, US CPI 2.9%, government 
bond yields up 25bps, US dollar down 5%, IG spreads in 80-100bps range, global stocks 
up 8%, oil ends ’26 at $60/bbl, gold at $4500/oz (Tables 1 & 2).  

View: 78 global rate cuts + 9% EPS growth = bullish backdrop for assets; it’s a one-
decision market…US CPI falls from 3% to 2% = bullish, CPI rises from 3% to 4% = 
bearish; Price, Positioning, Profits, Policy, Politics say good not great returns in ’26; US 
admin needs lower CPI in ’26 but secular trends in H2’2020s still inflationary.  

Trades: long Bonds, long International, long Gold, long Mid-cap stocks, short IG bonds, 
short US Dollar; risks in ‘26…“Government Sponsored Bubble,” US K-shape economy 
goes pear-shaped, bond vigilantes target next Fed Chair, less Wall St-friendly Congress 
after midterms; China-Japan geopolitical tensions flare.  

Chart 1: Investment themes in H2’2020s vs H1’2020s 
Investment Themes H1-2020s vs H2-2020s 

 
Source: BofA Global Investment Strategy. QE = quantitative easing, YCC = yield curve control, BATX = Baidu, Alibaba, Tencent, Xiaomi. 
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Year Ahead 2026 
BofA base case: global GDP growth 3.3%, US GDP 2.4%, US CPI 2.9%, global rate cuts 
78, government bond yields up 25bps, US dollar down 5%, IG spreads in 80-100bps 
range, global stocks up 8%, oil price ends ’26 at $60/bbl, gold price at $4500/oz.  

BofA on Macro & Markets in 2026 
On macro: BofA forecasts “Goldilocks,” 3.3% GDP growth, 2.4% US GDP, 2.9% US CPI, 
and US unemployment rate up from 4.3% to 4.4%. 

On policy: BofA forecasts 78 central bank rate cuts (Fed cuts 75bp, ECB 25bp, PBoC 
20bp – Chart 2); fiscal policy to remain loose (US deficit of 6% GDP, EU 4% GDP, China 
4% GDP); US average effective tariff rate of 15%.  

On bonds: BofA forecasts modest rise in government bond yields, 10-year Treasuries up 
from 4.0% to 4.25%, German bunds from 2.65% to 2.75%, Japanese JGBs from 1.65% to 
2.0%; yield curves to steepen (e.g., US 2s10s from 70bp to 100bp).  

On credit: BofA forecasts IG credit spreads to widen a tad driven by supply, but to 
remain in 80-100bps range.  

On stocks: BofA forecasts global stocks to rise 8% (MSCI ACWI @ 1080) driven solely 
by 9% global EPS growth (Chart 3). 

On currencies: BofA forecasts a 5% decline in the US dollar; Euro to rise to 1.22, China 
RMB to 6.8, Japanese yen to 155. 

On commodities: BofA forecasts a fall in Brent oil price to $60/bbl, rise in gold price to 
$4500/oz, rise in copper price to $12500/t.  

BofA Investment Strategy in 2026 
78 global rate cuts & 9% EPS growth in 2026 is bullish backdrop for asset prices but 
5Ps of Price, Positioning, Profits, Policy & Politics argue asset price upside constrained.  

Price: stocks, gold, crypto, credit hit all-time highs in ’25 buoyed by big global monetary 
easing; asset prices are not cheap;   

Positioning: record ‘25 inflows to IG, equity ETFs, tech…investors bullishly positioned 
into ’26, confident Fed put/Trump put/Gen Z put limits downside;  

Profits: 9% EPS growth good tailwind for markets…unless US unemployment >5%;  

Policy: 78 rate cuts good tailwind for markets, as are tax cuts & tariff cuts, so long as 
inflation under control; one-decision market…US CPI falls from 3% to 2% = bullish, CPI 
rises from 3% to 4% = bearish. 

Politics: Trump put for stocks, AI, crypto tested if approval rating <40 (Chart 4).  

Trading BIG & MID 
We remain long BIG (Bonds, International, Gold), start trading MID (long Mid-caps, short 
IG bonds, short Dollar) into ‘26… 

Long Bonds: UST 5-year to 3% in H1 as Fed cuts to stop weaker labor market sending 
unemployment >5%; Treasuries remain contrarian and hedge against credit events; 
Trump needs lower inflation to win midterms so geopolitical policy is lower oil prices, 
trade policy is lower tariffs, industrial policy is big intervention (“invisible hand” to 
“visible fist”) to reduce healthcare, housing, insurance, utility prices; long zero-coupon 
bonds (will be “sell in May” trade as bond vigilantes target new Fed Chair on May 15th).  

Long International stocks: US is exceptional and exceptionally well-priced for 
exceptionalism; war (1942-45), peace (1949-52), bubbles were drivers of rare 4th year of 
double-digit gains in S&P 500 past century; we see global rebalancing as H2’2020s 
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theme, China, Japan, EU fiscal stimulus to shift investors from bonds to stocks, and 
international boosted by lower oil price in ‘26; long China (3% of ACWI vs US 65% - 
Chart 5) on US-China tech war & consumer; long UK stocks as value contrarian play.  

Long Gold: only twice has gold racked up 4 consecutive years of double-digit returns 
(1971-74 & 1977-80), but it will have a go in ’26 as investors increase low gold 
allocations (2.5% institutional & 0.5% private client) as hedge (as is crypto) against 
political populism, debasement (most likely Japan), and flaring China-Japan geopolitical 
tensions; we say gold price peaks when politicians, desperate to reduce deficits, force 
central banks to revalue gold reserves (could cut US deficit by $1 trillion).  

Long Mid-caps: retail, homebuilders, packaging, real estate…many cyclical stocks set to 
rally once Fed clearly cutting into reacceleration; in US we like playing PMI acceleration 
industrial policy of reshoring, AI buildout, forgotten “US manufacturing renaissance” 
theme via unloved US mid-cap stocks at 30-year relative lows vs S&P 500 (trading 15x 
vs 22x – Chart 7).  

Short Investment Grade bonds: global rate cuts peaking (record 315 in past 2 years), 
global liquidity peaking, credit tremors starting (subprime consumer, private credit, 
crypto, AI hyperscalers); US IG spreads hit all-time low in Sep’25 and financial conditions 
tighter not easier in ’26; spreads have troughed and this best played via short AI 
hyperscaler bonds (Chart 8); only risk here is Fed panic cuts to avert “credit event” + 
Trump all-in on AI sparks “Government Sponsored Bubble.”  

Short US Dollar: de-dollarization remains a H2’2020s theme as US needs weaker US 
dollar and lower US yields to keep foreigners financing US debt (now costing $1tn in 
interest payments each year); weaker US dollar = up in EM & commodities…AI devours 
commodities, EM produces commodities…why EM at secular turning point re US (Chart 
6), why copper, aluminum, nickel prices to rise 10-20% in ’26.  

Investors on 2026 
BofA Global FMS on Year Ahead: institutional investor positioning and expectations 
for 2026 per Nov’25 BofA Global FMS… 

On macro & markets: investors expect soft landing (53% vs 37% predicting no landing 
& just 6% hard landing), lower rates, higher profits (most optimistic since Dec'24); 
investors are long stocks and commodities (most OW since Sep'22), and short cash (a 
very low 3.7% of AUM) and bonds;  

On assets: investors believe best performing assets in ’26 will be international stocks 
(42%) and US stocks (22%), best performing equity indices will be MSCI Emerging 
Markets (37%) and Nasdaq (13%), best performing currencies will be Japanese yen (30%) 
and gold (26%); note one year ago predicted winners were US stocks, Russell 2000, and 
the US dollar;  

On contrarian trades: based on Nov’25 FMS positions the “pain trades” heading into 
2026 are long cash-short stocks, long bonds, long sterling, long FTSE-short EM, long 
discretionary-short banks, and long energy-short healthcare. 

The Year Behind 
2025 by returns: gold 54.6%, international stocks 23.1%, US stocks 12.5%, IG bonds 
9.3%, HY bonds 9.0%, commodities 6.0%, government bonds 5.7%, cash 3.8%, US dollar 
-7.5%, bitcoin -9.0%, oil -19.4% YTD.  

2025 in flows: record year of inflows to equity ETFs ($1.3tn annualized as of Nov 19th), 
IG bonds ($434bn), gold ($96bn), and crypto ($52bn), 2nd biggest inflow year ever to 
MMFs ($1.2tn) and US large cap funds ($431bn); in contrast ’25 outflows from small cap 
($65bn - record) and real estate funds ($15bn). 

https://research1.ml.com/C?q=2AjLvj6!bNSI0!1boyac5Q
https://research1.ml.com/C?q=fQiwEy6KP8fk0YRmg5Bt-A
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2025 by events: DeepSeek, DOGE, NATO, Liberation Day, One Big Beautiful Bill, War 
(Russia-Ukraine), Peace (Middle East), Truce (US-China trade/tech), $5tn Nvidia, Tricolor 
& First Brands, Mamdani, and 139 global central bank rate cuts.  

2025 by themes & surprises… 
Bonds: US bond yields surprised to downside, 10-year US Treasury yield currently closer 
to 4% than the 6% feared by bond vigilantes heading into ’25; yields fell as a. inflation 
did not rise on back of trade war/jump in US tariff rates to 15%, b. US government 
spending slowed dramatically helping reduce US budget deficit, c. 139 interest rate cuts 
by global central banks; government bond volatility surprised to downside; rate cuts and 
profits kept corporate credit spreads nice and tight; 

Stocks: US stock price gains were led by tech and the AI boom as a. lower cost of capital 
incentivized $400bn of AI hyperscaler “arms race” capex, and boosted returns of the 
non-profitable tech sector, b. market assumed implicit US government backstops for 
“national security” companies in tech, chips & defense, c. AI build-out boosted demand 
for energy & infrastructure plays; US stock returns remained concentrated (37% or 183 
stocks in S&P 500 outperformed); more surprisingly, “global rebalancing" theme 
outperformed "US exceptionalism" as US trade, industrial & geopolitical policies spurred 
lower oil prices (-19.4%) and new fiscal stimulus in China (to boost consumer), Europe 
(to boost defense), Japan (to end deflation); international stocks (23.1% in US$ terms) 
outperformed US stocks (12.5%), and the performance was led by bank stocks; 

Currencies: the US dollar fell 7.7%, contrary to expectations; investors baulked at adding 
to their structural large positions in US assets, and political populism, institutional 
mistrust, US debt and dollar debasement fears, and big monetary easing led investors 
instead to seek inflation hedges…gold rose 54.2%, though crypto (-18.6%) notably failed 
to provide a hedge. 

Table 1: BofA RSCH expects commodities to outperform in 2026 
BofA Global Research asset price return projections Q4’26/Q4’25 

Asset Expected Return (%) 
Copper 16% 
Gold 10% 
Global equities 8% 
US Treasuries 5% 
US IG corporate bonds 5% 
Cash 3% 
US dollar -5% 
Oil -5% 

Source: BofA Global Research 
BofA GLOBAL RESEARCH 

 

 Chart 2: Global central banks to reduce monetary easing in ‘26 
Annual central bank policy rate cuts 

 
Source: BofA Global Research, BofA Global Investment Strategy. Projections for 2026 and 2027 
reflective of BofA Global Economics team policy rates forecasts for year-end 2026 & 2027. 
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Chart 3: BofA Global EPS growth model sees 9% EPS growth 
BofA Global EPS Growth Model and MSCI ACWI 12m fwd EPS growth 

 
Source: BofA Global Investment Strategy, Bloomberg, Datastream, IBES, MSCI. Disclaimer: The 
indicator identified as BofA Global EPS growth model above is intended to be an indicative metric 
only and may not be used for reference purposes or as a measure of performance for any financial 
instrument or contract, or otherwise relied upon by third parties for any other purpose, without 
the prior written consent of BofA Global Research. This indicator was not created to act as a 
benchmark. 

BofA GLOBAL RESEARCH 
 

 Chart 4: Presidential approval ratings low 43% 
S&P 500 and Trump approval rating 

 
Source: BofA Global Investment Strategy, Bloomberg, Real Clear Politics 
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Chart 5: China 3% of MSCI ACWI index vs US 65% 
US vs China as % of MSCI ACWI 

 
Source: BofA Global Investment Strategy, GFD Finaeon 
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 Chart 6: EM stocks at secular turning point vs US 
Emerging Market vs US equities (US$ terms, price relative) 

 
Source: BofA Global Investment Strategy, Bloomberg, GFD Finaeon 
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Chart 7: US mid caps trading at P/E of 15x vs SPX 22x 
US mid cap (MID) vs large cap stocks (SPX): relative 12m fwd P/E 

 
Source: BofA Global Investment Strategy, Bloomberg 
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 Chart 8: Credit spreads have troughed…short AI hyperscaler bonds 
CDX IG spreads (bp) vs Oracle 5-year CDS (bp, RHS) 

 
Source: BofA Global Investment Strategy, Bloomberg 
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Table 2: BofA Macro & Market Forecasts for 2025 and 2026 
BofA Global Research forecasts 

  2025F 2026F 
Economy     
Global real GDP (%) 3.4% 3.3% 
US real GDP (%) 2.0% 2.4% 
Euro area real GDP (%) 1.4% 1.0% 
China real GDP (%) 5.0% 4.7% 
Japan real GDP (%) 1.3% 0.7% 
US CPI (%) 2.8% 2.9% 
US unemployment rate (%) 4.3% 4.4% 
Interest rates     
Fed Funds* 3.75%-4.0% 3.0%-3.25% 
ECB depo rate* 2.00% 1.75% 
BoE base rate 3.75% 3.25% 
BoJ policy rate 0.50% 1.00% 
UST 10-year Treasury* 4.00% 4.25% 
Bund 10-year* 2.65% 2.75% 
Gilt 10-year* 4.50% 4.50% 
JGB 10-year* 1.65% 2.00% 
Currencies     
EUR-USD* 1.15 1.22 
USD-JPY* 158 155 
USD-CNY* 7.10 6.80 
Equities     
ACWI 1000 1080 
Commodities     
Gold, $/ounce* 4,125 4,500 
Oil (Brent) $/barrel* 61 60 
Copper, $/t* 10,800 12,500 

Source: BofA Global Research; note all macro forecasts are annual averages, except otherwise noted. 
*BofA forecasts for interest rates, FX rates, equities, and metals are year-end targets. 
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respect of any matters relating to dealing in securities or provision of specific advice on securities or any other matters arising from, or in connection with, this information. Singapore recipients 
of this information should contact Merrill Lynch (Singapore) Pte Ltd in respect of any matters arising from, or in connection with, this information. For clients that are not accredited investors, 
expert investors or institutional investors Merrill Lynch (Singapore) Pte Ltd accepts full responsibility for the contents of this information distributed to such clients in Singapore. 
General Investment Related Disclosures: 
Taiwan Readers: Neither the information nor any opinion expressed herein constitutes an offer or a solicitation of an offer to transact in any securities or other financial instrument. No part of 
this report may be used or reproduced or quoted in any manner whatsoever in Taiwan by the press or any other person without the express written consent of BofA Securities. 
This document provides general information only, and has been prepared for, and is intended for general distribution to, BofA Securities clients. Neither the information nor any opinion 
expressed constitutes an offer or an invitation to make an offer, to buy or sell any securities or other financial instrument or any derivative related to such securities or instruments (e.g., options, 
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futures, warrants, and contracts for differences). This document is not intended to provide personal investment advice and it does not take into account the specific investment objectives, 
financial situation and the particular needs of, and is not directed to, any specific person(s). This document and its content do not constitute, and should not be considered to constitute, 
investment advice for purposes of ERISA, the US tax code, the Investment Advisers Act or otherwise. Investors should seek financial advice regarding the appropriateness of investing in financial 
instruments and implementing investment strategies discussed or recommended in this document and should understand that statements regarding future prospects may not be realized. Any 
decision to purchase or subscribe for securities in any offering must be based solely on existing public information on such security or the information in the prospectus or other offering 
document issued in connection with such offering, and not on this document. 
Securities and other financial instruments referred to herein, or recommended, offered or sold by BofA Securities, are not insured by the Federal Deposit Insurance Corporation and are not 
deposits or other obligations of any insured depository institution (including, Bank of America, N.A.). Investments in general and, derivatives, in particular, involve numerous risks, including, 
among others, market risk, counterparty default risk and liquidity risk. No security, financial instrument or derivative is suitable for all investors. Digital assets are extremely speculative, volatile 
and are largely unregulated.  In some cases, securities and other financial instruments may be difficult to value or sell and reliable information about the value or risks related to the security or 
financial instrument may be difficult to obtain. Investors should note that income from such securities and other financial instruments, if any, may fluctuate and that price or value of such 
securities and instruments may rise or fall and, in some cases, investors may lose their entire principal investment. Past performance is not necessarily a guide to future performance. Levels and 
basis for taxation may change. 
This report may contain a short-term trading idea or recommendation, which highlights a specific near-term catalyst or event impacting the issuer or the market that is anticipated to have a 
short-term price impact on the equity securities of the issuer. Short-term trading ideas and recommendations are different from and do not affect a stock's fundamental equity rating, which 
reflects both a longer term total return expectation and attractiveness for investment relative to other stocks within its Coverage Cluster. Short-term trading ideas and recommendations may 
be more or less positive than a stock's fundamental equity rating. 
BofA Securities is aware that the implementation of the ideas expressed in this report may depend upon an investor's ability to "short" securities or other financial instruments and that such 
action may be limited by regulations prohibiting or restricting "shortselling" in many jurisdictions. Investors are urged to seek advice regarding the applicability of such regulations prior to 
executing any short idea contained in this report. 
Foreign currency rates of exchange may adversely affect the value, price or income of any security or financial instrument mentioned herein. Investors in such securities and instruments, 
including ADRs, effectively assume currency risk. 
BofAS or one of its affiliates is a regular issuer of traded financial instruments linked to securities that may have been recommended in this report. BofAS or one of its affiliates may, at any time, 
hold a trading position (long or short) in the securities and financial instruments discussed in this report. 
BofA Securities, through business units other than BofA Global Research, may have issued and may in the future issue trading ideas or recommendations that are inconsistent with, and reach 
different conclusions from, the information presented herein. Such ideas or recommendations may reflect different time frames, assumptions, views and analytical methods of the persons who 
prepared them, and BofA Securities is under no obligation to ensure that such other trading ideas or recommendations are brought to the attention of any recipient of this information. 
In the event that the recipient received this information pursuant to a contract between the recipient and BofAS for the provision of research services for a separate fee, and in connection 
therewith BofAS may be deemed to be acting as an investment adviser, such status relates, if at all, solely to the person with whom BofAS has contracted directly and does not extend beyond 
the delivery of this report (unless otherwise agreed specifically in writing by BofAS). If such recipient uses the services of BofAS in connection with the sale or purchase of a security referred to 
herein, BofAS may act as principal for its own account or as agent for another person. BofAS is and continues to act solely as a broker-dealer in connection with the execution of any transactions, 
including transactions in any securities referred to herein. 
Copyright and General Information:  
Copyright 2025 Bank of America Corporation. All rights reserved.  iQdatabase® is a registered service mark of Bank of America Corporation. This information is prepared for the use of BofA 
Securities clients and may not be redistributed, retransmitted or disclosed, in whole or in part, or in any form or manner, without the express written consent of BofA Securities. This document 
and its content is provided solely for informational purposes and cannot be used for training or developing artificial intelligence (AI) models or as an input in any AI application (collectively, an AI 
tool).  Any attempt to utilize this document or any of its content in connection with an AI tool without explicit written permission from BofA Global Research is strictly prohibited. BofA Global 
Research utilizes AI, including machine learning and other technologies, to enhance the services we provide to our clients. These technologies assist our analysts in various aspects of their work, 
including but not limited to data analysis, content extraction, content creation, data aggregation and summarization and identifying relevant information from diverse sources. All AI-driven 
processes are subject to review by BofA Global Research employees. BofA Global Research information is distributed simultaneously to internal and client websites and other portals by BofA 
Securities and is not publicly-available material. Any unauthorized use or disclosure is prohibited. Receipt and review of this information constitutes your agreement not to redistribute, 
retransmit, or disclose to others the contents, opinions, conclusion, or information contained herein (including any investment recommendations, estimates or price targets) without first 
obtaining express permission from an authorized officer of BofA Securities. 
Materials prepared by BofA Global Research personnel are based on public information. Facts and views presented in this material have not been reviewed by, and may not reflect information 
known to, professionals in other business areas of BofA Securities, including investment banking personnel. BofA Securities has established information barriers between BofA Global Research 
and certain business groups. As a result, BofA Securities does not disclose certain client relationships with, or compensation received from, such issuers. To the extent this material discusses 
any legal proceeding or issues, it has not been prepared as nor is it intended to express any legal conclusion, opinion or advice. Investors should consult their own legal advisers as to issues of 
law relating to the subject matter of this material. BofA Global Research personnel’s knowledge of legal proceedings in which any BofA Securities entity and/or its directors, officers and 
employees may be plaintiffs, defendants, co-defendants or co-plaintiffs with or involving issuers mentioned in this material is based on public information. Facts and views presented in this 
material that relate to any such proceedings have not been reviewed by, discussed with, and may not reflect information known to, professionals in other business areas of BofA Securities in 
connection with the legal proceedings or matters relevant to such proceedings. 
This information has been prepared independently of any issuer of securities mentioned herein and not in connection with any proposed offering of securities or as agent of any issuer of any 
securities. None of BofAS any of its affiliates or their research analysts has any authority whatsoever to make any representation or warranty on behalf of the issuer(s). BofA Global Research 
policy prohibits research personnel from disclosing a recommendation, investment rating, or investment thesis for review by an issuer prior to the publication of a research report containing 
such rating, recommendation or investment thesis. 
Any information relating to sustainability in this material is limited as discussed herein and is not intended to provide a comprehensive view on any sustainability claim with respect to any 
issuer or security. 
Any information relating to the tax status of financial instruments discussed herein is not intended to provide tax advice or to be used by anyone to provide tax advice. Investors are urged to 
seek tax advice based on their particular circumstances from an independent tax professional. 
The information herein (other than disclosure information relating to BofA Securities and its affiliates) was obtained from various sources and we do not guarantee its accuracy. This information 
may contain links to third-party websites. BofA Securities is not responsible for the content of any third-party website or any linked content contained in a third-party website. Content 
contained on such third-party websites is not part of this information and is not incorporated by reference. The inclusion of a link does not imply any endorsement by or any affiliation with BofA 
Securities. Access to any third-party website is at your own risk, and you should always review the terms and privacy policies at third-party websites before submitting any personal information 
to them. BofA Securities is not responsible for such terms and privacy policies and expressly disclaims any liability for them. 
All opinions, projections and estimates constitute the judgment of the author as of the date of publication and are subject to change without notice. Prices also are subject to change without 
notice. BofA Securities is under no obligation to update this information and BofA Securities ability to publish information on the subject issuer(s) in the future is subject to applicable quiet 
periods. You should therefore assume that BofA Securities will not update any fact, circumstance or opinion contained herein. 
Certain outstanding reports or investment opinions relating to securities, financial instruments and/or issuers may no longer be current.  Always refer to the most recent research report relating 
to an issuer prior to making an investment decision. 
In some cases, an issuer may be classified as Restricted or may be Under Review or Extended Review. In each case, investors should consider any investment opinion relating to such issuer (or 
its security and/or financial instruments) to be suspended or withdrawn and should not rely on the analyses and investment opinion(s) pertaining to such issuer (or its securities and/or financial 
instruments) nor should the analyses or opinion(s) be considered a solicitation of any kind. Sales persons and financial advisors affiliated with BofAS or any of its affiliates may not solicit 
purchases of securities or financial instruments that are Restricted or Under Review and may only solicit securities under Extended Review in accordance with firm policies. 
Neither BofA Securities nor any officer or employee of BofA Securities accepts any liability whatsoever for any direct, indirect or consequential damages or losses arising from any use of this 
information.    
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