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Growth is improving globally, while inflation and policy do not materially offset economic expansion. Strong corporate
fundamentals, as evidenced by positive forward earnings revisions and guidance, support equity market momentum.
This outweighs valuation concerns, in our view. Sentiment and positioning retreated to more normal levels in February,
creating a more attractive environment for risk assets.

Equities
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Inflation remains above central-bank targets in most developed economies. Services inflation is moderating, but goods 
inflation could remain sticky through the end of this year, despite evidence that pressures have peaked. Elevated fiscal 
spending linked to tax extensions and rebates (in the United States), as well as higher defense spending (in Europe), 
should maintain upward pressure on yields in those areas.

Fixed Income

We believe cash offers attractive risk-free returns, but we are neutral due to our more positive view of equities.
Cash

Labor-market indicators appear to be stabilizing. Sound growth (with “stable-ish” employment) and moderating inflation 
(along with “low-ish” rates) is nearly a goldilocks combination for equities. Fourth-quarter 2025 earnings season is 
shaping up to be stellar. However, we are concerned by near-term hyperscaler capital expenditures (capex) increases 
given that power constraints can push back the return-on-investment (ROI) timeline.

United States
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Europe ex UK: While trailing earnings-per-share growth has jumped, largely driven by banks and defense stocks, 
manufacturing activity continues to weaken, and forward earnings growth revisions for the next 12 months remain 
negative and falling. Japan: Macroeconomic data shows consistent improvement, while the return of healthy inflation 
affords company pricing power. The new government coalition is pushing ahead with fiscal policy stimulus, while 
corporate reform should also provide support to equities. Forward earnings estimates have been revised sharply higher 
recently, while trailing earnings growth also looks healthy, helped by margin expansion. 

International Developed

Emerging markets ex China: Earnings expectations are rising rapidly. Surging momentum and breadth have 
accompanied positive earnings revisions, particularly in South Korea and Taiwan, which have much to gain from 
continued large-scale AI capex. China: While we still anticipate positive AI developments, there will likely be continued 
price competition across both manufacturing and consumption due to the deflationary environment. Macro and 
corporate fundamentals in China remain under pressure, and fiscal and monetary stimulus measures implemented to 
date (March 4) have not materially helped. Domestic demand continues to stagnate.

Emerging Markets

A supportive economy and/or a sustained rise in energy prices could hinder monetary policy easing, in our view. Fiscal 
deficit uncertainty adds further upward pressure to long-term yields, as does reduced foreign ownership of US 
Treasuries as part of the de-dollarization trend.

US Treasuries
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The sector has benefited from resilient corporate fundamentals and improved guidance. Credit spreads remain narrow. 
We believe increased issuance (primarily due to AI-related capex) could limit additional spread compression. US Investment Grade

The macro backdrop is supportive, though stretched valuations may limit the cushion from carry. We expect higher 
issuance in the asset class, which could pressure yields higher.US High Yield 

Disinflation has slowed in the eurozone, while leading indicators of growth remain broadly supportive, making it difficult 
for the European Central Bank to ease further. German fiscal expansion could result in increased sovereign 
issuance, pressuring eurozone yields upward.

International Developed

Firm global growth and expectations for a weaker US dollar could create powerful tailwinds for local currency debt. The 
fiscal weakness in developed market economies strengthens the case for emerging market exposure, in our view, 
potentially improving risk-adjusted returns. We believe growing fiscal and monetary policy stability, in tandem 
with corporate governance improvements, should help to boost inflows of foreign capital.

Emerging Markets

Franklin Templeton Investment Solutions translates a wide variety of investor goals into portfolios powered by 

Franklin Templeton’s best thinking around the globe. We calibrate firmwide views with original analysis from our 

dedicated teams, which include both fundamental and quantitative research professionals.

Timely investment positioning (TIP)
Views reflect a 6-12 month time horizon for 
dynamic positioning

March 4, 2026

Our dynamic view (legend)

BullishBearish

Arrows, if included, denote a month-over-month change in a given view.

Note on Iran conflict: Forecasting geopolitics is difficult and always requires a 
degree of humility, particularly in scenarios as fluid and fast-moving as the current 
Middle East conflict. We will be monitoring important energy, military and diplomacy 
signposts to determine whether the conflict is de-escalating. A prolonged surge in 
energy prices would likely raise inflation expectations, erode private sector 
confidence, and slow economic growth—posing a risk to our current asset allocation.
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The constructive US macro backdrop is positive for small-cap stocks, as are market expectations for lower 
interest rates. Any reduction in corporate tax rates would likely have a disproportionately beneficial effect 
on small-cap stocks, given their higher effective tax rate compared to large-caps. Market Cap
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As mentioned on the previous page, we have concerns over the effect of hyperscaler capex spending on 
those companies’ ROI’s. Conversely, AI capex should bolster value sectors such as energy, materials and 
industrials. Furthermore, market positioning in growth is still crowded.Style

While the US Treasury’s plan to supply short-term issuance could limit demand for longer-dated securities 
and weigh on yields, we see a steeper yield curve going forward due to the end of quantitative tightening, 
elevated goods inflation, tariff pass-throughs in the short-term, and fiscal deficit concerns in the long-term. DurationFi
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Asset class insights (continued)

US equity and fixed income factors
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This material is intended to be of general interest only and should not be construed as individual investment advice or a recommendation or solicitation to buy, sell or hold any security or to adopt any 
investment strategy. It does not constitute legal or tax advice. The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as at publication date 
and may change without notice. The information provided in this material is not intended as a complete analysis of every material fact regarding any country, region or market. Franklin Templeton 
accepts no liability whatsoever for any loss arising from use of this information and reliance upon the comments, opinions and analyses in the material is at the sole discretion of the user. 

All investments involve risk, including loss of principal. Equity securities are subject to price fluctuation and possible loss of principal. Small- and mid-cap stocks involve greater risks and 
volatility than large-cap stocks. International investments are subject to special risks, including currency fluctuations and social, economic and political uncertainties, which could increase volatility. 
These risks are magnified in emerging markets. Fixed income securities involve interest rate, credit, inflation and reinvestment risks; and possible loss of principal. As interest rates rise, the value of 
fixed income securities falls. High-yield bonds are subject to greater price volatility, illiquidity and possibility of default. Alternative investments are often complex and speculative, entail significant 
risk, may provide for only limited liquidity, and should not be considered a complete investment program. Financial derivative instruments are often used in alternative investment strategies and 
involve costs and can create economic leverage, which may result in significant volatility and cause losses (as well as gains) in an amount that significantly exceeds the initial investment. Commodity-
related investments are subject to additional risks such as commodity index volatility, investor speculation, interest rates, weather, tax and regulatory developments.

An investment in private securities (such as private equity or private credit) or vehicles which invest in them, should be viewed as illiquid and may require a long-term commitment with no 
certainty of return. The value of and return on such investments will vary due to, among other things, changes in market rates of interest, general economic conditions, economic conditions in 
particular industries, the condition of financial markets and the financial condition of the issuers of the investments. There also can be no assurance that companies will list their securities on a 
securities exchange, as such, the lack of an established, liquid secondary market for some investments may have an adverse effect on the market value of those investments and on an 
investor’s ability to dispose of them at a favorable time or price.

Franklin Templeton Investment Solutions (FTIS) is a global investment management group dedicated to multi-strategy solutions and is comprised of individuals representing various registered 
investment advisory entity subsidiaries of Franklin Resources, Inc., a global investment organization operating as Franklin Templeton.
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Private equity (PE) activity and exits show signs of picking up meaningfully in late 2025, despite lingering macro risks. The
backlog of exit candidates will take time to work through and the outlook for large buyouts remains challenged, but 
opportunities look more attractive to us in the middle market and secondaries including single-asset continuation vehicles.

Private Equity
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Tight spreads and a near-term excess of capital available to finance new PE deals lead to a cautious outlook. We continue 
to watch trends related to borrower health. Opportunities persist in real estate credit and other overlooked sub-sectors. 

Private Credit

Private Real Estate: Property prices have stabilized after a multi-year decline, helping returns turn positive for the past few 
quarters. Transaction volume remains muted by historical standards, and it may take a few more quarters for sentiment to 
turn decisively positive, but we believe the longer-term outlook remains strong for key real estate sectors based on supply-
demand imbalances. Commodities: We have a constructive outlook, supported by positive roll yields, a weaker US dollar, 
and a resilient growth backdrop even in the face of tariff uncertainty. Momentum remains slightly positive at the index level
as well. Gold retains structural support from elevated central-bank purchases and ongoing geopolitical risks, enhancing its 
traditional safe-haven role. Industrial metals appear well positioned as supply disruptions and infrastructure demand drive 
tighter balances. Meanwhile, energy markets face oversupply challenges, but we see this risk as largely priced in. We 
believe commodities can serve as a valuable allocation amid inflation uncertainty, particularly as goods prices remain sticky.

Real Assets

We are neutral the following strategies (in bold). Long/short equity managers face crowding and macro volatility, but those 
running lower net exposure may be able to capitalize on stock-level dispersion. Event-driven: activism outcomes have 
been inconsistent and vulnerable to downside risks; merger arbitrage and special situations appear to be improving. The 
global macro opportunity set remains attractive but economic trajectories appear increasingly two-sided. We favor 
commodity managers able to react in a dynamic environment, as dispersion should continue to present opportunities.

Hedge Strategies

Periodic* insights on alternative asset classes

Small Large

Value Growth

* Commentary as of December 2025. 

Arrows, if included, denote a month-over-month change in a given view.

Please visit our website to 
read additional insights 
from Franklin Templeton 
Investment Solutions.
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