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Agenda

• Assess key macro drivers and 

risks for 2026

• Identify emerging opportunities 

across asset classes

• Develop actionable portfolio 

positioning strategies



Have you made any significant 

change to your SAA for 2026?

Increased equities vs bonds

Increased bonds vs equities

No significant change



Government spending is not stopping

4

They will have to run economies hot to inflate the debt away

Requires more diversification and breadth, more dynamic asset allocation
Source: Schroders, LSEG, Morningstar. IMF forecast for 2026 debt to GDP from their World Economic Outlook in October 2025. Correlations as of 31 December 2025
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US Growth
Solid household spending continues to underpin US growth

Source: Macrobond, Schroders Economics Group. 9 January 2026



Is there really a K -shaped economy?
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Lower - income balance sheets and confidence have not lagged behind

Source: Federal Reserve, LSEG Datastream, Schroders Economics Group. 5 January 2026.
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Payrolls have slowed, but could be poised for a pick -up
NFIB survey has been pointing to a rebound

Source: Macrobond, Schroders Economics Group. 9 January 2026



US Fiscal Outlook 
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Disposable incomes to jump in Q1 driven by tax refunds

Positive impulse in first half of the year driven by OBBB

Source: Morgan Stanley, Goldman Sachs

Fiscal policy to offset drag from tariffs



Inflation
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Survey data moderating but still suggests upside risks to 
CPI

Upside risks remain, wages to stabilise

Source: Schroders, LSEG

Wages growth to stabilise
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US recession risk is low
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Only 20% of indicators have triggered

Source: Schroders, 31 December 2025.

US Recession Dashboard Proportion of indicators signalling recession



Structural shift in European fiscal policy?
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Fiscal impulse improving from 2026 onwards 

German defense orders surge

Source: LHS LSEG Datastream, Federal Ministry of Finance, Schroders Economics Group, 26 September 2025. RHS Macrobond, Schroders Economics Group, 15 January 2026. 

Eurozone –  debt to GDP lower, while savings higher



Germany: early signs of stabilisation
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Strong momentum in services to lead Germany’s 
expansion

Is fiscal stimulus starting to show results?

Source: Macrobond, Schroders Economics Group, 12 January 2026. For illustrative purposes only.

Manufacturing recovery driven by improving domestic 
demand



Eurozone
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PMI breakdown –  Spain the standout, Italy pulling back

Source: Schroders, LSEG

Composite Services Manufacturing
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Australia
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Growth –  picking up, with scope for further improvement

Growth is trending higher, consumer spending remains firm

Source: Schroders, LSEG

Household spending is re -accelerating
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China
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Fixed Asset Investment -  YoY  weak

FAI continues to weaken

Source: DBS, Morgan Stanley, JPMorgan, LSEG, Schroders

Credit Impulse still driven by government bond issuance

DBS Q4 GDP Nowcast: 4.5% (vs 4.5% last month)

DBS GDP Nowcast for China incorporates industrial production, loans, exports, fixed 
asset investment, non-oil imports, retail sales etc

-20

-15

-10

-5

0

5

10

15

20

25

30

2014 2016 2018 2020 2022 2024 2026

Yo
Y 

Ch
an

ge
 (%

)

China FAI YoY % FAI - Real Estate

FAI - Infrastrucutre FAI - Manufacturing



How have you adjusted your equity 

allocation for 2026?

Reduced US exposure and diversified 

internationally

Increased US exposure

Maintained current allocation



Remain positive on equities
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P/E Ratio vs historical range

Source: Schroders, MSCI, LSEG, VandaxAsset. P/E ratio is estimated as at 12 January 2026. RHS is to 12 January 2026.

US equities remain expensive, but positioning has returned to more normal levels

US Equity position (z -score)
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Earnings momentum remains a tailwind for Equities

18

Earnings growth outlook strengthens in the coming years

Constructive earnings expectations paint a supportive backdrop 

Source: Schroders, Macrobond, Refinitiv Datastream, IBES, Bloomberg, 11 November 2025. (LHS) Lookback periods starting from: US (1993), Europe (1999), UK (1993), Japan (1994), China (2005).
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Big Tech’s debt surge –  Are we in an AI bubble?

Big tech firms are loading up on debt

Systemic stress yet to appear

Source: Schroders, Refinitiv Datastream, ICE Data Indices. (LHS) Totals include USD and non-USD corporate bonds, as well as floating rate securities. As at 10 December 2025. (RHS) As at 30 November 2025. 
Includes Amazon, Alphabet and Meta, which are not in the technology sector. Past performance is not a guide to future performance and may not be repeated. For illustrative purposes only and should not be 
viewed as recommendation to buy or sell.

But building of fundamental fragility will take some time
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EU Equities -  The ‘PIIGS’ are flying!

20

Forward P/E Ratio

Neutral on EU more broadly, but long Spain and Italy

ECB has cut rates significantly, plus fiscal policy will support the Eurozone

Source: Schroders, Refinitiv, December 31st 2025. PIIGS stands for Portugal, Italy, Ireland, Greece and Spain, a famous acronym from the Euro Crisis in 2013.

Earnings Revisions Ratio (3 -month average)

EU Equities
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Like EM Equities, in particularly LATAM

21

Forward P/E Ratio

Cheaper valuations and improving earnings

Weaker USD and further Fed rate cuts support EM more broadly

Source: Schroders, Refinitiv, December 31st 2025. 

12-Month Trailing EPS Growth
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There are some signs of froth in the EM tech story

Source: LSEG Datastream, Schroders Economic Group. 5 January 2026. 
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Swedish PMI is up, US inventory indicator rebounded strongly
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Negative on US Duration
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Fair value model points to upside risk for yields

But positive on the front -end, prefer steepeners

Source: Schroders, MARA team, Refinitiv Datastream, 09 December 2025.

Treasuries not displaying clear hedging properties either
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Negative on Aus Duration

24

Inflation still elevated

But positive on the back -end vs the US, prefer flatteners

Source: Schroders, LSEG

Unemployment falling

Rates
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Australian credit universe
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Yields available on Australian credit

Subordinated bank paper & BBB corporates –  sweet spot for attractive yields

High quality, high yielding, A$1.1 trillion opportunity set
Source: Bloomberg, Schroders. For illustrative purposes only. As of 31 Dec 2025
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Negative on USD
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DXY could weaken if markets price a more dovish Fed 
outlook

Cyclical risks are skewed to a weaker Dollar 

Source: Schroders, Macrobond, Bloomberg, 15 January 2026. Past performance is not a guide to future performance and may not be repeated. The forecasts included should not be relied upon, are not 
guaranteed and are provided only as at the date of issue. For illustrative purposes only.

Interest rate differentials continue to favour EUR over USD

US Dollar



Long EMD Local

28

EM central banks have room to ease

A weaker USD, attractive carry and improving fundamentals

Source: Schroders EMD team, 15 January 2026. ¹18 Major EMs, equal-weighted. Past performance is not a guide to future performance and may not be repeated. The forecasts included should not be relied 
upon, are not guaranteed and are provided only as at the date of issue. For illustrative purposes only.

EM fiscal vulnerabilities already reflected in bond yields
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What changes have you made to 

your gold allocation in recent 

months?

Significantly increased

Moderately increased

No change

Decreased allocation

Don't hold gold



Remain positive on Gold

30

Central bank demand expected to end the year strong

Central banks and Chinese consumers remain key support for Gold

Source: Schroders, *World Gold Council, Commodity team, 4 December 2025. (LHS) 2025 data as of Q3 2025. (RHS) data as of 30 November 2025,.

Eastern demand for gold ETFs remain firm 
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Real Return Fund Scorecard –  January 2026

31

Source: Schroders, 22 January 2026.                                                    Negative curve score = steeper 
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Schroder Real Return Fund
Current asset allocation as of December 2025

Source: Schroders/Aladdin, as at 31 December 2025. For illustrative purposes only, subject to change and should not be viewed as a recommendation to buy or sell. Delta-adjusted equity weights. Distribution 
rate maintained at 4.5% p.a. in July 2025.

Australian Equity, 5.0%

Global Equity, 
24.7%

Emerging Market 
Equity, 4.2%

Private Equity, 3.1%

Commodity Equities, 3.0%

Aus. Higher Yielding Corp., 14.0%
Aus. Commercial Mortgages and 

Private Debt, 4.0%

Global Higher Yielding Credit, 2.0%

Emerging Market Bond, 6.3%

Asian Credit, 1.0%

Insurance-Linked 
Securities, 5.0%

Commodities, 5.0%

Australian IG Credit, 
8.4%

Global IG Credit, 0.1%

Australian RMBS, 5.6%

Securitised Credit, 5.0%

Cash & Short Term Securities, 3.6%

Historical equity exposure

0%

5%

10%

15%

20%

25%

30%

35%

40%

45%

50%

Jul 22 Jan 23 Jul 23 Jan 24 Jul 24 Jan 25 Jul 25

United States United Kingdom Europe ex UK

Australia Japan Emerging Markets

Others Private Equity Total (Delta-adjusted)

Asset allocation



Important information

This document is issued by Schroder Investment Management Australia Limited (ABN 22 000 443 274, AFSL 226473) (Schroders).  It is intended solely for wholesale clients (as defined under 
the Corporations Act 2001 (Cth)) and is not suitable for distribution to retail clients.

This document does not contain and should not be taken as containing any financial product advice or financial product recommendations.  This document does not take into consideration 
any recipient’s objectives, financial situation or needs.  Before making any decision relating to a Schroders fund, you should obtain and read a copy of the product disclosure statement 
available at www.schroders.com.au or other relevant disclosure document for that fund and consider the appropriateness of the fund to your objectives, financial situation and needs. All 
investments carry risk, and the repayment of capital and performance in any of the funds named in this document are not guaranteed by Schroders or any company in the Schroders 
Group.  The material contained in this document is not intended to provide, and should not be relied on for accounting, legal or tax advice. 

Schroders does not give any warranty as to the accuracy, reliability or completeness of information which is contained in this document. To the maximum extent permitted by law, 
Schroders, every company in the Schroders plc group, and their respective directors, officers, employees, consultants and agents exclude all liability (however arising) for any direct or 
indirect loss or damage that may be suffered by the recipient or any other person in connection with this document. 

Opinions, estimates and projections contained in this document reflect the opinions of the authors as at the date of this document and are subject to change without notice. “Forward-
looking” information, such as forecasts or projections, are not guarantees of any future performance and there is no assurance that any forecast or projection will be realised. Past 
performance is not a reliable indicator of future performance. All references to securities, sectors, regions and/or countries are made for illustrative purposes only and are not to be 
construed as recommendations to buy, sell or hold. 

Third party data including MSCI data is owned by the applicable third party identified in the presentation and is provided for your internal use only. Such data may not be reproduced or re-
disseminated and may not be used to create any financial instruments or products or any indices. Such data is provided without any warranties of any kind. Neither the third party data 
owner nor any other party involved in the publication of this document can be held liable for any error. The terms of the third party’s specific disclaimers, if any, are set forth in the 
Important Information section at www.schroders.com.au.

Credit ratings are scales by which the future relative creditworthiness of a security is measured and express an opinion about the vulnerability of default.  Credit ratings may be issued by an 
independent credit rating agency, or represent internal ratings prepared by Schroders.  A change in a published credit rating can impact the price and liquidity of the security(ies) being re-
rated.  Investors should not rely on credit ratings in making investment decisions or view them as assurances of credit quality or the likelihood of default.  The ratings included in this 
document are intended to be used by wholesale clients as a guide only and should not be relied on by retail investors when making any investment decisions. 

Telephone calls and other electronic communications with Schroders representatives may be recorded. 
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http://www.schroders.com.au/
http://www.schroders.com.au/
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