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 US Stock and Bond Markets, plus International Opportunities

Executive Summary

Wall Street’s major banks and investment firms remain broadly constructive on
U.S. equities for 2026, forecasting S&P 500 year-end targets between 7,100 and
8,000, with a consensus around 7,500–7,600 (10–12% total return from late-2025
levels). The bullish case rests on continued AI-driven capital spending, 12–15%
earnings growth, $100–130 billion in tax cuts from the One Big Beautiful Act, and
50–80 basis points of additional Fed rate cuts. Bank of America is the notable
outlier at 7,100, citing potential liquidity constraints and an “AI air pocket” in the
second half.

Fixed-income forecasts point to a bifurcated year: Treasury yields are expected to
dip toward 3.25% in the first half on rate cuts and softer growth, then rise back
toward 4.0–4.25% later in the year as fiscal deficits and corporate issuance reassert
upward pressure. Most strategists recommend overweighting duration early and
shifting toward credit and shorter-maturity high-yield later.

Outside the U.S., a growing number of firms believe international and emerging-
market equities could outperform. Cheaper valuations (MSCI EM at ~13× forward
earnings vs. S&P 500 at 21×), a multi-year dollar weakening cycle, and improving
growth differentials are the primary drivers.



1. U.S. Equity Forecasts for 2026 – Major Bank & Broker Targets



2. U.S. Fixed-Income Outlook for 2026



3. International Markets Expected to Outperform the U.S. in 2026



Conclusion

The base case across most major U.S. institutions is for another positive year in
American equities—driven by AI investment and policy support—with total
returns likely in the high-single to mid-teens range. Fixed income should offer
attractive opportunities in the first half before yields normalize higher.
Meanwhile, a meaningful subset of global strategists believes 2026 could mark the
beginning of a multi-year period of international and emerging-market
outperformance, supported by valuation gaps, growth differentials, and a
probable peak-to-trough decline in the U.S. dollar.

Investors may therefore wish to maintain core U.S. exposure while selectively
(favoring AI beneficiaries, healthcare, and dividend growers) while adding
meaningful international diversification—particularly to emerging Asia and
select European markets—to capture the potential shift in leadership.
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