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A slow start out of the gates

Key points

= After a year of steady rate reductions, most global central banks will now
likely be on hold in early 2026.

Thomas Garretson, CFA = Despite central banks’ rate cuts, yields available to investors remain near

New York, United States the highest starting levels on offer since 2002.

tom.garretson@rbe.com = Less central bank clarity is likely to mean greater volatility for bond

markets.

Over the course of 2025, the central markets. Most of the aforementioned
banks of Canada, the United central banks are likely now at or
Kingdom, and Europe lowered near the end of their respective
short-term policy rates by a total easing cycles. And while we expect
of 100 basis points (bps), while the most to simply remain on hold
Federal Reserve lowered rates by this year, markets could at some
75 bps. But, despite rate cuts, bond point begin to entertain the idea of
yields available to investors globally potential rate hikes.

open 2026 at levels we still view as

: . . After three consecutive cuts to
historically attractive.

close out 2025, we look for the Fed

That said, we anticipate a more to skip a reduction at its Jan. 27-28
challenging year for global bond meeting and likely remain on hold
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until at least June. The bias will
remain toward further cuts, should
inflation continue to ease or should
labor market weakness continue, but
bond market volatility could remain
elevated along with uncertainty.

We continue to look for the 10-year
Treasury yield to hold north of 4.0%
this year, with a current year-end
4.35% target.

The Bank of England is likely on a
similar trajectory as the Fed with a
bias toward further, gradual cuts.

But in terms of market pricing, the
Bank of Canada is seen as most likely
among the major central banks to
pivot back to rate hikes this year,
while the Bank of Japan is likely to
continue with its ongoing rate-hike
campaign.
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Though 2025 was not without
volatility, global yields generally
pulled back (and prices rose). We
expect more volatility this year, and
while yields remain historically high,
we look for rangebound trading with a
bias for moderately higher yields (and
lower prices).

10-year rates (%)

Us. 417
4.25
3.43
Canada 370
Eurozone 2.86
3.20
4.47
UK 4.75
China 1.86
Japan ] 2.07
P 1.80
=12/31/25 1 year out

Note: Eurozone utilizes German Bunds.
Source - RBC Economics, RBC Global Asset
Management, Bloomberg



Page 3 of 6

Research resources

This document is produced by the Global Portfolio
Advisory Committee within RBC Wealth Management’s
Portfolio Advisory Group. The RBC Wealth Management
Portfolio Advisory Group provides support related to
asset allocation and portfolio construction for the

firm’s investment advisors / financial advisors who are
engaged in assembling portfolios incorporating individual
marketable securities.

Global Insight Fixed Income Perspective « January 2026

The Global Portfolio Advisory Committee leverages the
broad market outlook as developed by the RBC Investment
Strategy Committee (RISC), providing additional tactical
and thematic support utilizing research from the RISC,
RBC Capital Markets, and third-party resources.

The RISC consists of senior investment professionals
drawn from individual, client-focused business units within
RBC, including the Portfolio Advisory Group. The RISC
builds a broad global investment outlook and develops
specific guidelines that can be used to manage portfolios.

Global Portfolio Advisory Committee members

Jim Allworth — Co-chair
Investment Strategist, RBC Dominion Securities Inc.

Kelly Bogdanova — Co-chair
Portfolio Analyst, RBC Wealth Management Portfolio
Advisory Group U.S., RBC Capital Markets, LLC

Frédérique Carrier — Co-chair
Managing Director & Head of Investment Strategy,
RBC Europe Limited

Luis Castillo - Vice President & Head, Fixed Income
Strategies, RBC Wealth Management Portfolio Advisory
Group, RBC Dominion Securities Inc.

Rufaro Chiriseri, CFA — Director & Head of Fixed Income,
British Isles, RBC Europe Limited

Janet Engels — Vice President & Head, Global Investments,
RBC Wealth Management, RBC Capital Markets, LLC

Thomas Garretson, CFA — Fixed Income Senior Portfolio
Strategist, RBC Wealth Management Portfolio Advisory
Group, RBC Capital Markets, LLC

Patrick McAllister, CFA — Manager, Equity Advisory &
Portfolio Management, RBC Wealth Management Portfolio
Advisory Group, RBC Dominion Securities Inc.

Sean Naughton, CFA - Head, RBC Wealth Management
Portfolio Advisory Group U.S., RBC Capital Markets, LLC

Alan Robinson - Senior Portfolio Advisor, RBC Wealth
Management Portfolio Advisory Group — U.S. Equities,
RBC Capital Markets, LLC

Michael Schuette, CFA — Multi-Asset Portfolio Strategist,
RBC Wealth Management Portfolio Advisory Group U.S.,,
RBC Capital Markets, LLC

David Storm, CFA, CAIA — Chief Investment Officer,
British Isles & Asia, RBC Europe Limited

Yuh Harn Tan - Head of Discretionary Portfolio
Management & UHNW Solutions, Royal Bank of Canada,
Singapore Branch

Joseph Wu, CFA - Portfolio Manager, Multi-Asset Strategy,
RBC Dominion Securities Inc.



Page 4 of 6

Required disclosures

Analyst Certification

All of the views expressed in this report accurately reflect
the personal views of the responsible analyst(s) about any
and all of the subject securities or issuers. No part of the
compensation of the responsible analyst(s) named herein
is, or will be, directly or indirectly, related to the specific
recommendations or views expressed by the responsible
analyst(s) in this report.

Important Disclosures

In the U.S., RBC Wealth Management operates as a division
of RBC Capital Markets, LLC. In Canada, RBC Wealth
Management includes, without limitation, RBC Dominion
Securities Inc., which is a foreign affiliate of RBC Capital
Markets. This report has been prepared by RBC Capital
Markets which is an indirect wholly-owned subsidiary of the
Royal Bank of Canada and, as such, is a related issuer of
Royal Bank of Canada.

Non-U.S. Analyst Disclosure

One or more research analysts involved in the preparation
of this report (i) may not be registered/qualified as research
analysts with the NYSE and/or FINRA and (ii) may not be
associated persons of the RBC Wealth Management and
therefore may not be subject to FINRA Rule 2241 restrictions
on communications with a subject company, public
appearances and trading securities held by a research
analyst account.

In the event that this is a compendium report (covers six or
more companies), RBC Wealth Management may choose to
provide important disclosure information by reference. To
access current disclosures, clients should refer to
https://www.rbccm.com/GLDisclosure/PublicWeb/
DisclosurelLookup.aspx?EntitylD=2 to view disclosures
regarding RBC Wealth Management and its affiliated firms.
Such information is also available upon request to RBC
Wealth Management Publishing, 250 Nicollet Mall, Suite
1800, Minneapolis, MN 55401-1931.

RBC Capital Markets Distribution of Ratings

For the purpose of ratings distributions, regulatory rules
require member firms to assign ratings to one of three rating
categories - Buy, Hold/Neutral, or Sell - regardless of a firm’s
own rating categories. Although RBC Capital Markets’ ratings
of Outperform (0), Sector Perform (SP), and Underperform
(U) most closely correspond to Buy, Hold/Neutral and Sell,
respectively, the meanings are not the same because RBC
Capital Markets’ ratings are determined on a relative basis.

Global Insight Fixed Income Perspective « January 2026
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