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Highlights
Expansion Broadens; Asymmetries Building

The global expansion remains intact and increasingly broad-based. Growth 

momentum is firm across regions, earnings are extending beyond narrow leadership, 

and financial conditions remain supportive. Disinflation continues, although upside 

inflation asymmetries are gradually building in a stronger growth environment.

Strategy: Pro-Cyclical Tilt, Carry Anchored

We maintain a constructive but disciplined pro-risk stance. Cyclical equities drive 

upside participation, while carry remains the primary source of stability within fixed 

income. Duration exposure is reduced following the recent rally, and diversification is 

preserved through gold and selective credit positioning.

Risk Environment: Contained but Shifting

Risk distribution remains consistent with expansion. However, macro asymmetries are 

rising — particularly around AI investment sustainability and inflation dynamics. No 

regime shift signal is evident, but active monitoring of earnings momentum and 

inflation risks is increasingly central to allocation decisions.
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01. Tactical Investment Strategy 02. Asset Class Strategy

OneTAA: Broadening Pro-Cyclical Exposure

This month, we incrementally increase pro-cyclical exposure within a disciplined risk framework
.
• Developed Markets equity overweight is increased, reflecting stronger momentum and improving earnings breadth.
• Carry is reinforced in credit, while duration is reduced following the sovereign bond rally.
• FX exposure is tilted toward EUR and GBP versus USD.
• Industrial metals remain overweight in line with a broadening global cycle. 

The tactical adjustment reflects rising confidence in the expansion, without moving into an aggressive pro-risk stance.

One TAA OW+ OW N UW UW-

3

Govt. Bonds EMD

Cash DM Bonds IG HY EM Bonds DM EM EUR JPY GBP Energy Precious Agricultural Industrials

Previous

(20/01/2026)
             

Current

(26/02/2026)              

Change              

Fixed Income Equities FX Commodities

Credit
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01. Tactical Investment Strategy 02. Asset Class Strategy

Our scenario framework remains anchored in a resilient global expansion, with growth converging 
toward potential and policy settings broadly supportive. We assign a 70% probability to continued 
Expansion with Policy Support and Earnings Broadening, our central scenario. Global growth 
remains resilient and increasingly broad-based, while inflation continues to normalize without 
destabilizing financial conditions. Policy settings are gradually moving toward neutral, and earnings 
momentum extends beyond narrow leadership, supporting a constructive but more balanced risk 
environment.

We increase the probability of the upside scenario, Continued U.S. Growth to well-above Trend to 
15%. In this configuration, policy becomes more tolerant of inflation overshoots, allowing financial 
conditions to loosen further. Growth accelerates above potential, asset valuations expand and cyclical 
sectors broadly outperform. Near-term returns improve, but medium-term imbalances and 
overheating risks rise.

We maintain a 10% probability for a temporary Cyclical Growth Soft Patch. Here, investment 
momentum fades faster than expected and earnings expectations soften. Growth moderates below 
potential for several quarters, triggering equity consolidation and moderate spread widening. 
However, the adjustment remains cyclical rather than recessionary.

We assign a 5% probability to a recession triggered by a major geopolitical disruption. A shock to 
trade, energy supply or confidence would tighten financial conditions abruptly and reprice risk assets 
sharply. While not our base case, this tail risk remains monitored given elevated global uncertainty.

Overall, the distribution remains skewed toward continued expansion, but with a higher probability 
of upside reflation dynamics. This reinforces a constructive allocation stance while acknowledging 
growing late-cycle asymmetries.

Investment Scenarios: Expansion Broadens, Upside Risk Increases

4

Policy-led Reflation 
with U.S. Elevated 
Inflation Tolerance

10%

Cyclical Growth 
Soft Patch

10 %

Expansion with Policy 
Support and Earnings 
Broadening

75%

Geopolitical shock 
triggers recession

5%Expansion with Policy Support and Earnings Broadening, 
70%

Continued  U.S. 
Growth to well-above 

Trend, 15%

Cyclical Growth Soft 
Patch, 10%

Geopolitical shock 
triggers recession, 5%
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01. Tactical Investment Strategy 02. Asset Class Strategy

Risk Map: Contained but Shifting Toward Macro Watchpoints
Risk Environment

Risk distribution remains consistent with expansion. 

Macro asymmetries are building, but no regime shift signal.

What Changed

↑ AI CapEx Over-Investment: Rising hyperscaler spending 

increases risk of overcapacity. Key transmission channel: EPS 

revisions.

↑ Inflation Revival Risk: Stronger growth raises upside inflation 

asymmetry. Market pricing remains benign.

↓ Fed Dovish Bias Risk: Warsh nomination reduces probability 

of extreme easing.

↓ Japan Debt Tensions: Volatility absorbed; systemic spillover 

risk reduced.

Top 3 Risks to Monitor

1. AI Earnings Disappointment: Forward EPS revisions drive 

valuation risk.

2. Inflation Surprise: Would reprice long-end yields and 

compress multiples.

3. Policy Error (Over-Easing): raising probabilitiesof late-

cycle overheating.

Allocation Implication

Maintain constructive stance but disciplined stance. 

Monitor inflation dynamics and AI earnings momentum closely.

5

Negative Geopolitical Risk

Positive Geopolitical Risk

Material Risk to the Scenario

Non-material Risk to the Scenario

Negative Financial Risk Negative Macroeconomic Risk

Positive Financial Risk Positive Macroeconomic 
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01. Tactical Investment Strategy 02. Asset Class Strategy

Fixed Income: Stable Yields Favor Carry & Roll-down Strategies

6

Harvesting Carry with Limited Duration Risk.
The carry profile in EUR credit remains compelling, particularly in short- and intermediate-maturity segments where income and roll-down dynamics remain attractive. In a range-bound yield environment 

with limited directional conviction, interest-rate sensitivity is better expressed through carry-efficient strategies rather than duration beta.

The macro backdrop—continued expansion, resilient corporate balance sheets and contained default risk—supports a stable credit environment. Investor demand remains robust, reinforcing our preference 

for harvesting carry per unit of duration rather than extending maturity risk.

Carry Strategy

Cycle 

Expansion with broadly stable 

growth momentum

Fundamentals

Solid corporate balance sheets 

and contained leverage dynamics 

support spread stability.

Technicals

Robust investor demand sustains 

credit, with any widening seen as 

an opportunity to add exposure.

Carry & Roll-down is the preferred 

strategy: cycle, fundamentals and 

technicals all aligned, while valuations 

limit further tightening.

Efficient Carry to Duration Strategies
Source: Santander Asset Management, Bloomberg and ICE Indices

Evolution of a diversified 2.5-year duration portfolio
Source: Santander Asset Management, Bloomberg and ICE Indices
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Equity: Pro-Cyclical Bias with Selective Adjustments

Our sector allocation 

continues to reflect a cycle-

extension view, supported by 

earnings resilience, 

constructive momentum, 

relative performance trends 

and supportive flows.

We remain Overweight 

Materials, Industrials and 

Financials. We reduce IT to 

Neutral given ongoing 

uncertainty and limited 

visibility. Energy moves to an 

Underweight stance, as we 

believe current oil prices do 

not fully reflect underlying 

fundamentals. 

Real State and Consumer 

Discretionary stays tactically 

Neutral as signals remain 

mixed. Staples, Utilities and 

Healthcare remain 

downgraded, consistent with 

our view on the cycle.

7

Sectors: EPS Rotation
Source: LSEG Datastream & Santander Asset Management

MSCI ACWI Cyclicals vs Defensive
Source: Bloomberg & Santander Asset Management
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FX Strategy: USD Softening

The USD has been gradually 

losing strength against most 

major and cyclical currencies, 

reflecting a shift in macro 

dynamics rather than a sharp 

deterioration in U.S. 

fundamentals. High-beta FX 

such as the AUD have 

outperformed, particularly 

following recent rate hikes 

that improved relative yield 

appeal. 

Narrowing monetary policy 

differentials — as other central 

banks either tighten or delay 

easing — are reducing the 

USD’s carry advantage. At the 

same time, signs of broader 

global growth stabilization are 

supporting cyclical currencies. 

That said, we do not expect a 

pronounced USD sell-off, but 

rather a controlled and 

gradual depreciation.

FX Signals
Source: Santander Asset Management

8

FX Positioning vs USD
Source: Santander Asset Management
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FX_CA FX_EU FX_GB FX_CH FX_JP FX_AU

Short Term
(1-3 m)

Med. Term
(3-6 m)

Long Term
(12-18 m)

EUR ↑ → ↑

GBP ↑ ↓ →

JPY ↓ ↑ →

CHF ↑ ↓ ↓

CAD ↑ ↑ →

AUD ↑ ↑ ↑
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FX Strategy: EUR and GBP

We expect both EUR and GBP 

to consolidate their recent 

ranges against the USD at 

somewhat higher levels.

As global growth broadens 

modestly, the pressure that 

previously favored the dollar is 

easing. In this context, we see 

scope for EUR and GBP 

currencies to move toward 

the upper end of their 

established trading ranges 

before stabilizing. 

The move is unlikely to be 

explosive, but the bias appears 

constructive in the near term.

Reflecting this tactical view, 

we have increased our 

exposure to both EUR and 

GBP, positioning for further 

upside within the range rather 

than a structural breakout.

FX Signals: EURUSD
Source: Santander Asset Management

9

FX Signals: GBPUSD
Source: Santander Asset Management
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Disclaimer

This document has been prepared by Santander Asset Management (hereinafter “SAM”). SAM is the functional name of the asset management business conducted by the legal entity SAM Investment Holdings S.L. and its branches, 

subsidiaries and representative offices.

This document is reserved for Institutional investors. This document is not intended for retail clients and such persons should not rely on the information in this document. 

This document contains economic forecasts and information gathered from several sources. The information contained in this document may have also been gathered from third parties. All these sources are believed to be reliable, 

although the accuracy, completeness or update of this information is not guaranteed, either implicitly or explicitly, and is subject to change without notice. Any opinions included in this document may not be considered as irrefutable and 

could differ or be, in any way, inconsistent or contrary to opinions expressed, either verbally or in writing, advices, or investment decisions taken by other areas of SAM. 

This is a marketing communication. Please refer to the prospectus of the UCITS, the legal document of the AIF, and to the KIID/KID before making any final investment decisions. 

This document is not intended to be and should not be construed in relation to a specific investment objective. This document is published solely for informational purposes. This document does not constitute an investment advice, an 

offer or solicitation to purchase or sell investment funds or other financial products mentioned herein (the “Products”), and should not be relied upon as the sole basis for evaluating or assessing the Products. Likewise, the distribution of 

this document to a client, or to a third party, should not be regarded as a provision or an offer of investment advisory services. Before taking an investment decision, the prospectus and (if applicable) the key investor information document 

(KIID/KID) should be consulted on www.santanderassetmanagement.com or via authorised intermediaries in your country of residence. 

SAM makes no warranty in connection with any markets, forecasts or opinions, or with the Products mentioned in this document, including with regard to their current or future performance. 

Past performance is not necessarily a guide to future performance.

The Products described in this document may not be eligible for sale or distribution in certain jurisdictions or to certain categories or types of investors. In particular, the Products may not be directly or indirectly offered or sold in the United 

States of America or to or for the benefit of a United States Person.

Investment in the Products may be subject to investment risks: market risk, credit risk, issuer and counterparty risk, liquidity risk, foreign currency risk and, where applicable, risks pertaining to emerging markets. Additionally, if the Products 

hold their investments in hedge funds, assets, real estate funds, commodities and private equity, it should be noted that these can be subject to valuation and operational risks inherent in these type of assets and markets as well as the risk 

of fraud or risk derived from investing in unregulated or unsupervised markets or unlisted assets.

Investors can obtain a summary of investor rights on www.santanderassetmanagement.com

At any time, SAM (or employees thereof) may have positions aligned or contrary to what it is stated herein for the Products, or deal as principal or agent in the relevant Products or provide advisory or other services to the issuer of relevant 

Products or to a company connected with an issuer thereof. None of SAM, its associates and their and their associates’ respective members, directors, officers, employees, agents or advisers or any other person makes any representation, 

warranty or undertaking express or implied, as to the accuracy of completeness of the contents of this document. In particular, but without prejudice to the generality of the foregoing, no representation or warranty is given as to the 

achievement or reasonableness of, and no reliance should be placed on, any assumptions, targets, forecasts, projections, estimates or prospects with regard to the anticipated future performance of the  Products. No responsibility or 

liability is accepted by any such person for the occurring or completeness of the contents of this document or for any errors, misstatements or omissions herein. The exclusions set out in this paragraph do not extend to an exclusion of 

liability for, or remedy in respect of, fraudulent misrepresentation.

This document may not be reproduced in whole or in part, or further distributed, published or referred to in any manner whatsoever to any person, nor may the information or opinions contained therein be referred to without, in each case, 

the prior written consent of SAM.
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