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The Markets  
 

Lots of people are willing to predict what’s ahead.  

 

If the past is prologue, few will be accurate. You don’t have to look far to find an example. In 2023, a majority of 

economists agreed recession was ahead. They were wrong. Tyler Cowen of Bloomberg explained: 

 

“Last year at this time, 85 [percent] of economists in one poll predicted a recession this year — and that was an optimistic 

take compared to the 100 [percent] probability of a recession forecast two months earlier…And yet none of this has 

happened…most economists expect the U.S. to avoid a recession in 2024.” 

 

Here are two predictions we’ve seen for 2026: 

 

The U.S. stock market will move higher. During the last week of 2025, some on Wall Street were feeling quite 

enthusiastic about the year ahead.  

 

“At the big banks and the boutique investment shops, an optimistic consensus has taken hold: the U.S. stock market will 

rally in 2026 for a fourth straight year, marking the longest winning streak in nearly two decades,” reported Alexandra 

Semenova and Sagarika Jaisinghani of Bloomberg. “Not a single one of the 21 prognosticators surveyed by Bloomberg 

News is predicting a decline.” 

 

The U.S. stock market will move lower. Contrarian investors see high levels of bullishness are a red flag. When a 

significant majority of investors is optimistic, contrarians tend to be pessimistic, and vice versa. For example, Andy Serwer 

of Barron’s took a contrarian viewpoint last week:  

 

“Unlike the usual prognosticators…I’m going to go out on a limb and say the market goes…down…I feel like the bull has 

been running on fumes a bit lately…between the administration messing with the economy’s biggest industry, healthcare, 

and brewing labor shortages, growth will surely be hindered.” 

 

Despite abundant forecasts, it’s not possible to predict the future.  

 

“In a market shaped by unknowable global forces (wars, trade conflicts, etc.) and great innovations (artificial intelligence, 

miracle weight loss drugs, etc.), it’s simply not credible for anyone to know where the index will land in 12 months to the 

exact index point. It would take tremendous skill and a great deal of luck to even guess where earnings are going in that 

period, but the mercurial nature of market sentiment complicates the exercise even further,” explained Jonathan Levin in 

Bloomberg Opinion. 

 

Major U.S. stock indexes posted attractive returns for 2025, although share prices declined on the last day of the year, 

reported Alex Veiga of AP News. For the week, major indexes finished lower. Yields on most U.S. Treasuries moved 

higher over the week. 

 

 

 

 

 
 

 



Data as of 1/2/26 1-Week YTD 1-Year 3-Year 5-Year 10-Year 

Standard & Poor's 500 Index -1.0% 0.2% 16.9% 21.5% 13.1% 13.0% 

Dow Jones Global ex-U.S. Index 0.9 0.9 29.5 14.4 5.1 6.1 

10-year Treasury Note (yield only) 4.2 N/A 4.6 3.8 0.9 2.3 

S&P GSCI Gold Index -4.9 -0.3 62.2 32.9 17.3 15.0 

Bloomberg Commodity Index -2.6 -0.2 9.9 -0.3 6.7 3.5 
S&P 500, Dow Jones Global ex-US, S&P GSCI Gold Index, Bloomberg Commodity Index returns exclude reinvested dividends. The three-, five-, and 

10-year returns are annualized; and the 10-year Treasury Note is simply the yield at the close of the day on each of the historical time periods.  

Sources: Yahoo! Finance; MarketWatch; djindexes.com; U.S. Treasury. 

Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into directly. N/A means not applicable. 

 

THINGS TO WATCH IN 2026. Global financial markets are like a Rube Goldberg machine – affected by a lot of factors 

in unpredictable ways. Bloomberg evaluated 700 calls from 60 financial institutions regarding the outlook for 2026. Sam 

Potter of Bloomberg reported on key themes identified in those calls, including:  

 

• Artificial intelligence (AI). Optimism about AI is nearly universal, reported Potter. “Astronomical expenditure. 

Uncertain rates of return. Uneven pace of adoption. By now every firm on Wall Street is well aware of the risks 

surrounding the artificial intelligence boom. But when it comes to the year ahead, few advocate walking away 

from what they describe as a ‘revolutionary’ technology.”  

 

• Interest rates (a.k.a. monetary policy). Financial markets already anticipate that global central banks will ease 

monetary policy, which means they will lower rates. The exception is the Bank of Japan. In the United States, “The 

[Federal Reserve] will come under increased political pressure to cut rates…but most firms think the market is 

currently pricing too many cuts,” reported Potter. 

 

• Government spending and taxes (a.k.a. fiscal policy). “Governments continue to stimulate their economies. In 

the U.S., the ‘Big Beautiful Bill’ includes tax cuts that should boost growth next year, while Germany has shifted 

from decades of fiscal restraint to a new era of significant borrowing and investment,” wrote a company cited by 

Bloomberg. 

 

• Tariffs and trade. There was some uncertainty about tariffs. “Although it’s possible the Supreme Court could 

strike down parts of the Trump administration’s tariff regime, the growing dependence on tariff revenue suggests 

the authorities will find ways to keep barriers in place,” opined one of the institutions.  

 

• Inflation. Overall, institutions expect inflation to remain sticky, although some say it might move lower “Inflation 

likely to remain above Fed's target…but could drift down if one-off price increases from tariffs wane or economic 

activity weakens,” wrote one. 

 

• Geopolitics. As global tensions and crises continue, the unified global financial system may fragment, causing 

friction in the free market system. Potter cautioned that the overall view of institutions was, “…never 

underestimate the potential for geopolitical or trade-related shocks.”  

 

• Depreciating U.S. dollar. When the value of the U.S. dollar falls relative to other countries’ currencies, it can 

make investments outside the U.S. more attractive than those inside the United States, stated an institution in the 

survey. 

 

It’s interesting to note that government debt and deficits were not often mentioned. One firm stated, “Although there are 

many encouraging signs for the year ahead, there are also clear risks on the horizon, and investors should prepare for 

inevitable market pullbacks. Stocks are expensive. Sticky inflation and mounting government debt in the U.S., Europe and 

elsewhere are also cause for concern.” 

 

If there are any issues you would like to discuss, please let us know. 

 

 

 

 

 

 



WEEKLY FOCUS – THINK ABOUT IT 

“Write it on your heart 

that every day is the best day in the year. 

He is rich who owns the day, and no one owns the day 

who allows it to be invaded with fret and anxiety. 

 

Finish every day and be done with it. 

You have done what you could. 

Some blunders and absurdities, no doubt crept in. 

Forget them as soon as you can, tomorrow is a new day; 

begin it well and serenely, with too high a spirit 

to be cumbered with your old nonsense. 

 

This new day is too dear, 

with its hopes and invitations, 

to waste a moment on the yesterdays.” 

—Ralph Waldo Emerson, Writer and poet 

 

 

Best regards, 

 
Ann Marie Etergino, CIMA® 

Managing Director – Financial Advisor 
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