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Resilience should not be mistaken for stability. Behind
relatively robust headline global growth lies an increasingly
challenging combination of persistent inflation, elevated
interest rates, geopolitical disruption, fiscal pressures and
exceptionally strong investment in artificial intelligence
(AI).

A resilient, but divided global economy

As impressive as this year's expansion has been in the face of a significant energy shock,
economic buffers are becoming increasingly stretched and growth remains highly uneven.
Countries benefiting from the technology and investment cycle are travelling along a very
different path from economies exposed primarily to higher energy and financing costs,
and energy importers outside the technology value chain appear particularly vulnerable.

Nowhere is this divergence clearer than in the US. Growth did not falter despite higher
interest rates and elevated energy prices. Consumer spending has proved more resilient
than expected, while capital expenditure, led by AI-related investment, has accelerated
sharply.

Yet this resilience masks growing disparities. Strong financial markets and rising asset
values have disproportionately benefited higher-income households, while lower-income
consumers remain much more exposed to the cumulative increase in food, energy,
housing and financing costs. The sharp Democratic gains in the November midterm
elections therefore highlight an important economic as well as political tension: robust
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aggregate growth has not necessarily translated into improving living standards across
the income distribution.

This matters because the resilience of the US consumer is increasingly intertwined with
financial markets. With household exposure to equities unusually high, a prolonged
market correction – amid a reassessment of AI-related returns, or a renewed increase in
long-term interest rates – could generate a meaningful negative wealth effect and, in turn,
weigh on consumer spending.

... or exogenous?

However, the evidence suggests that stronger growth is only part of the story and several
indicators point to less benign explanations for the rise in yields, particularly inflation.
Even before the Iran conflict, inflationary pressures proved more persistent than expected.
Policy rates may need to remain elevated for an extended period to ensure central bank’s
credibility, implying that higher bond yields partly reflect the need to maintain restrictive
monetary conditions.

A second indication comes from fiscal developments. Public debt ratios have increased
substantially across most advanced economies, while deficits remain unusually large
despite relatively healthy economic conditions. Governments are expected to issue large
volumes of debt for years to come, reflecting defence spending and ageing populations,
while the AI boom is adding further upward pressure as massive financing requirements
boost demand for long-term capital. The growing supply of bonds requires investors to
absorb more duration risk, contributing to higher yields. Moreover, higher yields would
further worsen debt dynamics by increasing governments' debt-servicing costs.

The recent rise in yields also appears to reflect higher term and risk premia amid elevated
uncertainty, while quantitative tightening has reduced central banks' presence in bond
markets, removing an important source of demand for government securities.

Financial market behaviour further suggests that the rise in yields cannot be explained
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entirely by optimism about growth. If investors viewed higher rates primarily as a
consequence of stronger economic fundamentals, credit markets would likely remain
broadly stable. Yet in recent months, spreads have shown signs of widening in riskier
segments of the market, particularly high-yield credit.

A moderate widening in spreads is not unusual during periods of monetary tightening.
However, if they continue to increase and begin affecting investment-grade credit or bank
lending conditions, the effects on economic activity could become much larger. Financial
conditions would tighten across the economy, amplifying the drag already created by
higher borrowing costs and reducing the availability of credit to households and
businesses.

That said, the transmission of higher interest rates may be slower than in previous cycles.
Over the past decade, governments, households and corporations have locked in
historically low borrowing costs by issuing debt with longer maturities and at fixed interest
rates. In that regard, the US housing market provides a good example of how a high share
of fixed-rate debt can dampen the transmission of rising interest rates to the broader
economy.

As a result, the immediate sensitivity of borrowers to rising market rates has diminished,
delaying the pass-through of higher yields to debt-servicing costs. Consequently, the
global economy may be able to withstand elevated long-term rates for longer before the
most visible negative effects on growth begin to emerge.

This resilience should not be overstated, however. Over recent decades, households,
corporations and governments have accumulated unprecedented levels of debt, leaving
the economy structurally more exposed to changes in financing conditions. As existing
debt matures and is gradually refinanced at higher rates, borrowing costs will inevitably
rise across the economy.

At present, the evidence remains mixed but points more towards a rise in interest rates
driven by inflation persistence, fiscal imbalances, elevated bond supply and higher risk
premia than by a significant improvement in long-term growth prospects. If yields
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continue to rise, the resulting tightening of financial conditions could eventually weigh
significantly on global growth, even if the adjustment process proves slower than in
previous cycles.

Resilience has a price

The paradox confronting the global economy is therefore becoming clearer. AI investment
supports growth but absorbs enormous quantities of capital. Fiscal spending cushions
activity but increases government borrowing requirements. Elevated asset prices support
consumption but make growth more sensitive to financial-market corrections.
Geopolitical fragmentation encourages investment in defence, supply-chain resilience and
energy security but raises production costs. And all of these forces are competing for
financing at a time when the global cost of capital has risen substantially.

The common denominator is that resilience itself has become more expensive.

The key question for 2027 is therefore not simply whether growth can remain resilient, but
whether the productivity gains generated by today's investment boom arrive quickly
enough to offset a structurally higher cost of capital.

If they do, AI investment could validate elevated asset valuations, raise potential growth
and ultimately ease inflationary pressures. If they do not, investors may discover that what
looked like economic resilience was partly the consequence of increasingly expensive
financial, fiscal and technological buffers.
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Consulte este documento en nuestro sitio web

(1) Source : Fed, 30/10/2026

https://am.eu.rothschildandco.com/es/noticias/monthly-macro-insights-november-2026/
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Warning 

The comments and analyses in this document are provided purely for information purposes and do not constitute any investment recommendation or
advice. Rothschild & Co Asset Management cannot be held responsible for any decisions taken on the basis of the elements contained in this document
or inspired by them (total or partial reproduction is prohibited without prior agreement of Rothschild & Co Asset Management). Insofar that external
data is used to establish terms of this document, these data are from reliable sources but whose accuracy or completeness is not guaranteed.
Rothschild & Co Asset Management has not independently verified the information contained in this document and cannot be held responsible for any
errors, omissions or interpretations of the information contained in this document. This analysis is only valid at the time of writing of this report.

Rothschild & Co Asset Management, organized under the laws of France, registered with the Trade and Companies Register of Paris RCS Paris 824 540
173. A management company licensed by the Autorité des Marchés Financiers under N° GP 17000014, having its registered office 29, avenue de Messine,
75008 Paris, France.

No part of this document may be reproduced, in whole or in part, without the prior written permission of Rothschild & Co Asset Management, under
pain of legal proceedings.
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Acerca de la división de gestión de activos de
Rothschild & Co
La división especializada en gestión de activos del grupo Rothschild & Co ofrece servicios
personalizados de gestión a una amplia clientela de inversores institucionales,
intermediarios financieros y distribuidores. Articulamos nuestro desarrollo alrededor de
una gama de fondos abiertos aprovechando nuestras aptitudes y competencias de gran
recorrido en gestión activa y convicción, así como en gestión delegada. Con sede en París
y delegaciones en 10 países de Europa, gestionamos más de 50 mil millones de euros y
contamos con un equipo de 200 colaboradores(1).
Más información en: www.am.eu.rothschildandco.com

(1) Fuente: Rothschild & Co Asset Management, 31/07/2026.
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