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Risk assets enjoy decent start to 2026, favouring geographies outside the U.S.

Asset class returns
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2025 calendar year performance
Total returns, in CAD

Cash

Fixed Income

Equities

Note: as of December 31, 2025. Source: Bloomberg, RBC GAM. Returns based on various ETFs and official indices. ETFs used are as 
follows: CAD Cash (CBIL), 7-10Y US Treasuries (IEF), US High Yield (HYG), U.S. Inv. Grade (LQD).
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Our views on the economy and financial markets

Macro landscape

Economy

• Tariff damage less severe 

than initially thought

• Any new tariff threats 

widely deemed as 

negotiation tactic

• Fiscal stimulus provides a 

tailwind in 2026

• Inflation pressures are 

modest, likely to cool later 

this year

• Our developed-world 

growth and inflation 

forecasts are slightly 

above consensus

Interest rates

• U.S. pauses interest-rate 

cuts to further assess 

incoming data

• U.S. futures pricing in 50 

basis points in further 

cuts this year, with the 

next cut in late-

spring/early-summer

• Path of rates will be 

determined by 

economy/inflation, with 

greater emphasis on the 

labour market

Bonds

• Government bond yields 

increased over the past 

quarter, reflecting doubts 

around future central bank 

easing, and concerns over 

fiscal debt burdens

• At higher yields, sovereign 

bonds provide a critical 

ballast against equity 

market volatility

• Corporate bonds offer low 

potential for excess returns 

as credit spreads are near 

historic tights

Stocks

• Stock rally has recently  

broadened beyond 

U.S. large-cap growth

• Valuations have crept 

higher everywhere, 

and are situated at 

extremes in the U.S., 

Canada and Japan

• Corporate profits have 

been strong, but further 

rapid earnings growth 

will be required to 

sustain the rally given 

elevated valuations

Currencies

• USD declines to new 

cycle lows in Jan 2026

• Structural headwinds 

against U.S. dollar 

remain:

• Above-normal policy 

uncertainty

• U.S. exceptionalism 

questioned

• USD safe-haven 

status challenged

• USD extremely 

overvalued vs. PPP

3

Key risks:
Global growth | China | interest rates | inflation | geopolitics | U.S. politics/tariffs | AI | private credit | equity 

valuations | earnings
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History suggests acts of war often have limited or no impact on equity markets

Acts of war

4
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Risk assets have been relatively calm, less bothered by Trump threats

Stress indicators
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Expectations look for modest growth and for inflation to calm toward 2.0% this year

Economy: consensus estimates for growth and inflation
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Job gains have been slowed while inflation is slightly above the 2% target

Monetary policy: Fed’s dual mandate
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Market-based inflation expectations have perked up in the New Year

Monetary policy: inflation expectations
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Fed pauses rate cutting, awaiting further data before delivering additional easing

Capital markets: short-term interest rates
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Purchasing-power-parity model suggests U.S. dollar bear market may still be in early innings

Currencies: U.S. dollar overvaluation
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Recent increase in yields improves return potential in bonds, valuation risk remains modest

Capital markets: fixed income

11

+

0

2

4

6

8

10

12

14

16

1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030

%
U.S. 10-year T-bond yield

Last plot: 4.05%

Current range: 2.93% – 3.95% (mid: 3.44%)

Note: As of February 13, 2026. Source: RBC GAM

Equilibrium range

Feb. '27 range: 2.89% – 3.91% (mid: 3.40%)

Feb. '31 range: 2.27% – 3.29% (mid: 2.78%)

-4

-2

0

2

4

6

8

10

12

14

16

1960 1970 1980 1990 2000 2010 2020 2030

%

United States

36-Month centered CPI inflation

Actual CPI Inflation (y/y % change)

Note: As of February 13, 2026. Source: RBC GAM

36-Month centered CPI inflation

Last plot: 2.7%

12-Month forecast: 2.7%

CPI inflation

-6

-4

-2

0

2

4

6

8

10

12

1960 1970 1980 1990 2000 2010 2020 2030

%

United States

Real 10-year T-bond yield

Real 10-year time weighted yield

Note: As of February 13, 2026. Source: RBC GAM

+1 SD

-1 SD

Average: 1.8%

Last plot: 1.3%

12-Month forecast: 0.67%

Real 10-year T-bond yield



For Advisor Use Only. Not For Further Distribution.

Recent increase in yields improves return potential in bonds, valuation risk remains modest

Capital markets: fixed income
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Spreads narrow to near record tights, consistent with weak excess returns in corporate bonds

Capital markets: corporate credit
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Equities through periods of interest-rate cuts

Capital markets: monetary easing road maps – equities
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Valuation risk increases, return potential diminishes, as stock market extends gains

Capital markets: equities
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Valuation risk is most acute in U.S. large cap, Canadian and Japanese equities

Capital markets: equities
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S&P 500 Index is highly concentrated

Capital markets: equities
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TSX Composite exposure to materials has grown rapidly

Capital markets: equities
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Earnings estimates have undergone broad-based upward revisions

Capital markets: equities
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Expanding profit margins, helped by productivity gains, could provide further fuel for S&P 500 earnings

Capital markets: equities
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Risk/reward is more compelling in regions outside of North America

Scenario analysis
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Scenario analysis

S&P/TSX Composite Index (last plot: 33073.71)

Bull case (Dec 2027): P/E 17.5x, EPS $2,211.82 (SPTSX: 38741)

Base case (Dec 2027): P/E 16.1x, EPS $2,106.50 (SPTSX: 33866)

Bear case (Dec 2027): P/E 16.1x, EPS $1,579.87 (SPTSX: 25400)

Note: As of February 13, 2026. Source: Bloomberg, RBC GAM
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Short-term sentiment has been volatile but intermediate-term sentiment has remained highly optimistic

Investment themes: sentiment
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Note: As of February 12, 2026. Source: Ned Davis Research, RBC GAM
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Extraordinary capital spending bolsters entire AI ecosystem, while causing meaningful disruption

Investment themes: artificial intelligence
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Rapid surge in gold and silver prices reached extremes, especially pronounced for silver

Investment themes: precious metals
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January 21, 1980 (z-score: 12.8)
Gold price: $834/oz, up from $133/oz in 1977
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U.S. leadership shifted away from large-cap growth since late October to smaller cap and value

Tactical asset allocation: styles

S&P 500 Value vs. S&P 500 Growth

Russell 2000 vs. S&P 500

S&P 500 Equal Weighted vs. S&P 500

Magnificent 7 vs. S&P 500
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Regional relative strength against MSCI World

Tactical asset allocation: geographies

MSCI EAFE vs. MSCI World MSCI Emerging Markets vs. MSCI World

S&P 500 vs. MSCI World TSX Composite (USD) vs. MSCI World
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What’s working lately: Materials and Industrials

Tactical asset allocation: sectors
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What’s not working lately: Financials and Information technology

Tactical asset allocation: sectors
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RBC GAM Investment Strategy Committee Recommended Asset Mix – New Year 2026

Tactical asset allocation

29

Benchmark New Year ‘25 January ’25 Spring ‘25 Summer ‘25 Fall ‘25 New Year ‘26

Cash 2.0% 2.0% 1.5% 2.0% 1.0% 1.0% 2.0%

Bonds 38.0% 38.0% 38.5% 38.0% 38.0% 37.0% 37.0%

Stocks 60.0% 60.0% 60.0% 60.0% 61.0% 62.0% 61.0%

Note: center of bars on the graphics represent the benchmark weighting.

Regional and sub-asset class allocation



For Advisor Use Only. Not For Further Distribution.

Disclosure

This document is provided by RBC Global Asset Management (RBC GAM) for informational purposes only and may not be reproduced, distributed or published 
without the written consent of RBC GAM or its affiliated entities listed herein. This document does not constitute an offer or a solicitation to buy or to sell any security, 
product or service in any jurisdiction; nor is it intended to provide investment, financial, legal, accounting, tax, or other advice and such information should not be 
relied or acted upon for providing such advice. This document is not available for distribution to investors in jurisdictions where such distribution would be prohibited.

RBC GAM is the asset management division of Royal Bank of Canada (RBC) which includes RBC Global Asset Management Inc. (RBC GAM Inc.), RBC Global 
Asset Management (U.S.) Inc. (RBC GAM-US), RBC Global Asset Management (UK) Limited (RBC GAM-UK), and RBC Global Asset Management (Asia) Limited 
(RBC GAM-Asia) which are separate, but affiliated subsidiaries of RBC.

This document may contain forward-looking statements about a fund or general economic factors which are not guarantees of future performance. Forward-looking 
statements involve inherent risk and uncertainties, so it is possible that predictions, forecasts, projections and other forward-looking statements will not be achieved. 
We caution you not to place undue reliance on these statements as a number of important factors could cause actual events or results to differ materially from those 
expressed or implied in any forward-looking statement. All opinions in forward-looking statements are subject to change without notice and are provided in good faith 
but without legal responsibility. 

® /  Trademark(s) of Royal Bank of Canada. Used under licence.  © RBC Global Asset Management Inc. 2026

Publication date: February 18, 2026.

30


	Slide 1
	Slide 2: Asset class returns
	Slide 3: Macro landscape
	Slide 4: Acts of war
	Slide 5: Stress indicators
	Slide 6: Economy: consensus estimates for growth and inflation
	Slide 7: Monetary policy: Fed’s dual mandate
	Slide 8: Monetary policy: inflation expectations
	Slide 9: Capital markets: short-term interest rates
	Slide 10: Currencies: U.S. dollar overvaluation
	Slide 11: Capital markets: fixed income
	Slide 12: Capital markets: fixed income
	Slide 13: Capital markets: corporate credit
	Slide 14: Capital markets: monetary easing road maps – equities
	Slide 15: Capital markets: equities
	Slide 16: Capital markets: equities
	Slide 17: Capital markets: equities
	Slide 18: Capital markets: equities
	Slide 19: Capital markets: equities
	Slide 20: Capital markets: equities
	Slide 21: Scenario analysis
	Slide 22: Investment themes: sentiment
	Slide 23: Investment themes: artificial intelligence
	Slide 24: Investment themes: precious metals
	Slide 25: Tactical asset allocation: styles
	Slide 26: Tactical asset allocation: geographies
	Slide 27: Tactical asset allocation: sectors
	Slide 28: Tactical asset allocation: sectors
	Slide 29: Tactical asset allocation
	Slide 30: Disclosure

