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1. Outlook 2026: Global economies to run hot

Strength in nominal growth and inflation above target is consistent with economies running hot

Nominal GDP growth led by the US Headline inflation — 2% seems to be a floor not a target
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2. Governments show little desire to tame deficits

Yields to remain high as term premiums normalise and government deficits swell

Global fiscal deficits

Government net debt

IMF Fiscal Monitor, Fiscal Deficit, Percent of GDP
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Past performance is not a reliable indicator of future results and may not be repeated.
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3. Al capital expenditure - winners and losers

Fund managers beginning to show concern over the capex spend of the hyperscalers

Al capex for 2026 totals = 2/3 of 2026 US defence budget Investors beginning to worry about over-investing

Hyperscaler Spending Soars as Firms Double Down on Al Chart 1: CIOs telling CEOs to slow capex
Combined capital expenditures expected to top $650 billion in 2026

Net % of FMS investors saying companies are "overinvesting”
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Note: 2026 estimates based on the midpoint of guidance for Meta, Alphabet and Amazon, and
analyst consensus for Microsoft and Oracle. Bloomberg

Does Al work too well?
Investors are moving from an every stock is a winner mindset to a
Source: Bloomberg January 2026 & Bloomberg Feb 2026 true Wlnners and /Osers /andscape

SARASIN

SPARTNERS Six Minute Strategy | February 2026 4



4. Global earnings and dividend growth

Robust forecasts for 2026 global earnings

(FactSet 1 Yr forecast)

(12m fwd ACWI)

Global earnings strong — revisions positive Global dividends strong — US buy-backs near record
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Global fragmentation

From deficient demand to security of supply — regime change for the global economy

The world is moving away from an open cooperative arrangement to a competitive,
rivalrous one, marked by Great Power Competition. Despite the Supreme Court ruling, the
US will continue to leverage its vast consumer market, technology and defence expertise to
extract concessions from its trading partners.

Key implications for investment portfolios

1. Spending on ageing, climate and defence will increase debt and deficits to
unsustainable levels.

2. Less efficient global supply chains will lead to higher and more volatile inflation.

3. Higher fiscal and inflation risks will push up term premia and keep bond yields
elevated.

4. Al diffusion is likely to accelerate, pushing up productivity and ultimately delivering
more robust profits.

5. Higher fiscal and geopolitical risks rise increase the demand for gold, metals & real
assets.
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Important information

This document is intended for retail investors and/or private clients. You should not act or rely on any information contained in this document without
seeking advice from a professional adviser.

This is a marketing communication. Issued by Sarasin & Partners LLP, Juxon House, 100 St Paul’s Churchyard, London, ECAM 8BU. Registered in England and
Wales, No. 0C329859. Authorised and regulated by the Financial Conduct Authority (FRN: 475111). Website: www.sarasinandpartners.com. Tel: +44 (0)20 7038
7000. Telephone calls may be recorded or monitored in accordance with applicable laws.

This document has been produced for marketing and informational purposes only. It is not a solicitation or an offer to buy or sell any security. The information on
which the material is based has been obtained in good faith, from sources that we believe to be reliable, but we have not independently verified such
information and we make no representation or warranty, express or implied, as to its accuracy. All expressions of opinion are subject to change without notice.
This document should not be relied on for accounting, legal or tax advice, or investment recommendations. Reliance should not be placed on the views and
information in this material when taking individual investment and/or strategic decisions.

Capital at risk. The value of investments and any income derived from them can fall as well as rise and investors may not get back the amount originally
invested. If investing in foreign currencies, the return in the investor’s reference currency may increase or decrease as a result of currency fluctuations. Past
performance is not a reliable indicator of future results and may not be repeated. Forecasts are not a reliable indicator of future performance.

The index data referenced is the property of third-party providers and has been licensed for use by us. Our Third-Party Suppliers accept no liability in connection
with its use. See our website for a full copy of the index disclaimers https://sarasinandpartners.com/important-information/.

Neither Sarasin & Partners LLP nor any other member of the J. Safra Sarasin Holding Ltd group accepts any liability or responsibility whatsoever for any
consequential loss of any kind arising out of the use of this document or any part of its contents. The use of this document should not be regarded as a substitute
for the exercise by the recipient of their own judgement. Sarasin & Partners LLP and/or any person connected with it may act upon or make use of the material
referred to herein and/or any of the information upon which it is based, prior to publication of this document.

Where the data in this document comes partially from third-party sources the accuracy, completeness or correctness of the information contained in this
publication is not guaranteed, and third-party data is provided without any warranties of any kind. Sarasin & Partners LLP shall have no liability in connection with
third-party data.

© 2026 Sarasin & Partners LLP. All rights reserved. This document is subject to copyright and can only be reproduced or distributed with permission from Sarasin
& Partners LLP. Any unauthorised use is strictly prohibited.
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