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Growth outlook upgraded for this year​
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Key takeaways

• We've raised our forecast for real 
GDP growth in the US in 2026 by 
0.3ppt to 2.8% to reflect updated 
assumptions around the AI 
boom.​

• Investment incentives under the 
Republican spending bill and the 
decline in business borrowing 
costs will support business 
equipment spending outside of 
AI next year.​

• Consumer spending will continue 
to get a boost from the wealth 
effect, especially among older, 
richer households. It will also be 
supported by a rebound in real 
disposable income growth, as 
inflation fades this year.



Effective tariff rate steady around 13%​

4

Key takeaways

• The effective US tariff rate 
remains close to 13%. Our 
January baseline included a 
reduction in tariffs on Taiwan, 
from 20% to 15%. New tariffs on 
semiconductors are very narrow 
in scope and won’t boost the 
overall tariff burden.​

• We have not included any 
assumptions about the outcome 
of Supreme Court’s ruling on the 
legality of IEEPA tariffs in our 
forecast. There are several other 
legal channels by which tariffs 
could be raised again. ​

• The biggest threats still in the 
pipeline comes from sectoral 
tariff investigations, and the 
potential for USMCA 
negotiations to fail.
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Focus: 2026 midterms add to uncertainty



Midterms will likely yield divided Congress​
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Key takeaways

• Divided government is the most 
likely outcome of the 2026 
midterm elections. Generic ballot 
polling currently indicates 
Republicans will fall 13 seats short 
of the minimum 218 seats 
necessary to maintain their House 
majority. ​

• Without unified Republican 
control in Congress, President 
Trump would struggle to enact 
additional major changes to taxes 
and spending. Another run up 
against the debt limit in 2027 
would also be contentious.​

• Stock market performance tends 
to improve following midterm 
elections, as uncertainty subsides. 
Historically, equities perform best 
under divided governments.Sources: Oxford Economics, Haver Analytics



Usually after, presidents have less sway and equities 
improve​
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Sources: Oxford Economics, Bloomberg Sources: Oxford Economics, Haver Analytics



Health check on the economy
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Economy resilient outside labor market​
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Key takeaways

• Our business cycle indicator 
softened at year-end, but a 
productivity upswing, improving 
manufacturing activity, and strong 
consumer spending point to 
faster growth in 2026. ​

• Federal job cuts played an outsize 
role in last year’s unemployment 
rise. Slower immigration and an 
aging population, means the 
economy will require modest job 
gains to hold unemployment 
steady.​

• Strong productivity growth is 
lifting corporate profits. Healthy 
cash flows support business 
investment, which will be 
amplified by fiscal incentives and 
lower interest rates. 

Source: Oxford Economics



No high frequency indicators are raising alarm bells​
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Sources: Oxford Economics, Haver Analytics



Labor market is broadly steady
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Labor market set to stabilize in 2026​
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Key takeaways

• Although December nonfarm 
payrolls were softer than expected, 
trend job growth in the private 
sector remains positive at 29k, 
hovering close our estimate of the 
breakeven rate of 30k. ​

• Declines in federal employment 
accounted for roughly one-fifth of 
the increase in the national 
unemployment rate last year, 
despite representing only about 
3% of total employment.​

• Small firms, which account for 
more than 40% of payrolls, added 
jobs in December, registering 
positive gains for the first time in 
four months.​

• Through hiring remains sluggish, 
employers continue to avoid 
layoffs. 



December was another soft month for job gains​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



Federal declines were a key driver of rising 
unemployment​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



Small firms registered employment gains in December​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Low layoffs and claims point to a stabilizing labor 
market
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Consumer spending in solid 
shape
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Resilient outlook for consumer spending​
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Key takeaways

• Solid consumer spending will be 
supported by growth in real 
disposable incomes this year. We 
expect consumer spending 
growth to remain solidly above 
2% in 2026.​

• Consumer bifurcation will 
intensify in 2026, with the OBBBA 
tax cuts set to benefit high 
income consumers most, 
whereas tariffs and cuts to social 
benefits disproportionately 
burden low- income consumers. ​

• Sticker shock, survey changes, 
and increased media bias 
partially explain the post-
pandemic disconnect between 
consumer sentiment and 
economic fundamentals. 



Strong spending will remain supported by income 
growth​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Wealth effects continue to support high income spending​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Consumer sentiment is disconnected from the hard data​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



Housing market to slowly recover
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Gradual recovery ahead for housing​
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Key takeaways

• While new construction will aid in a 
gradual housing market recovery, 
the build up of existing inventories 
is a barrier. We forecast this year’s 
housing starts will still fall short of 
the 3mn units needed to eliminate 
supply shortages.​

• Supply shortages are a major 
obstacle to housing affordability, 
leaving home ownership out of 
reach for many low- and middle-
income households.​

• Although builders were more 
pessimistic in January, we expect 
sentiment to improve as declining 
mortgage rates, and an improving 
labor market will support the 
sector in 2026.



Supply shortages are a key driver of elevated housing 
costs​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Starts and falling rates will gradually support recovery​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Builders continue to offer incentives to support sales​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Manufacturing sector faces 
a slow recovery
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Manufacturing faces a slow recovery​
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Key takeaways

• Higher prices and economic 
uncertainty continued to drag on 
the manufacturing sector in the 
final months of 2025.​

• Geopolitical and tariff risks aside, 
tax incentives for business 
investment under the Republican 
spending bill, more interest-rate 
relief, and ongoing strength in AI 
and aerospace spending will 
support growth in factory 
production in 2026.​

• Integrated North American supply 
chains make the US manufacturing 
industry vulnerable to changes in 
USMCA. The potential elimination 
of exemptions for USMCA 
compliant good is one of the 
largest downside risks.



ISM index ended the year with a third consecutive decline​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



Factory output was surprisingly robust at the end of 2025​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



The manufacturing industry is vulnerable to USMCA changes​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



Core inflation to moderate in 2026

32



Inflation will fall closer to target in 2026​
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Key takeaways

• Recent inflation figures suggest 
that inflation has peaked. Goods 
inflation will find relief now that 
most of the tariff passthrough is 
behind us. On the services side, 
housing disinflation will also help 
guide inflation closer to its 2% 
goal by the end of 2026. ​

• Surging productivity growth will 
prevent wage growth from being 
a source of inflation. However, it 
also increases the risk of a jobless 
expansion, leaving the economy 
more vulnerable to adverse 
shocks.​

• Low freight rates, stabilizing trade 
volumes, and healthy inventories 
will prevent inflationary supply 
supply-chain stress in 2026. 



Core inflation moderates, expectations fall​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Census Bureau



Productivity gains could support growth with limited 
inflation​
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Depressed oil prices to prevent inflationary supply 
chain stress​
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Sources: Oxford Economics, Haver AnalyticsSources: Oxford Economics, Haver Analytics



Financial market conditions 
and the Fed
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Fed to proceed with caution in 2026​
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• Key takeaways

• The FOMC left rates unchanged in 
January. We think the Fed is likely 
to opt for an extended pause as 
rates are close to neutral and the 
downside risks to the labor market 
have begun to ease. We forecast 
cooling inflation to motivate cuts 
in June and September.​

• Despite trade tensions, strong 
corporate profits and investment 
incentives continue to drive 
earnings momentum in both tech 
and non-tech cyclical sectors. ​

• Although the EU holds significant 
dollar-denominated assets, a 
large-scale selling in reaction to 
Greenland threats is unlikely due 
to losses.



Fed to stay on pause, although the Committee is still 
divided​
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Sources: Oxford Economics, Haver AnalyticsSource: Oxford Economics



Earnings momentum drives broadening strength in 
equities​
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Sources: Oxford Economics, LSEG DataStreamSources: Oxford Economics, LSEG DataStream



The threat of a foreign sell-off is unlikely to materialize​
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Sources: Oxford Economics, BloombergSources: Oxford Economics, Bloomberg LP, US Treasury TIC



Forecast summary
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US yearly outlook table 
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US quarterly outlook table 
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Fiscal Policy Assumptions
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Major tariff assumptions

46



Apollon Wealth Management, LLC (Apollon) is a SEC registered investment advisor This

document is intended for the exclusive use of clients or prospective clients of Apollon. Any

dissemination or distribution is strictly prohibited. Information provided in this document is for

informational and/or educational purposes only and is not, in any way, to be considered

investment advice nor a recommendation of any investment product or service. Advice may

only be provided after entering into an engagement agreement and providing Apollon with all

requested background and account information. Please visit our website for other important

disclosures. http://apollonwealthmanagement.com

47

http://apollonwealthmanagement.com/

	Slide 1
	Slide 2
	Slide 3: Growth outlook upgraded for this year​
	Slide 4: Effective tariff rate steady around 13%​
	Slide 5
	Slide 6: Midterms will likely yield divided Congress​
	Slide 7: Usually after, presidents have less sway and equities improve​
	Slide 8: Health check on the economy
	Slide 9: Economy resilient outside labor market​
	Slide 10: No high frequency indicators are raising alarm bells​
	Slide 11: Labor market is broadly steady
	Slide 12: Labor market set to stabilize in 2026​
	Slide 13: December was another soft month for job gains​
	Slide 14: Federal declines were a key driver of rising unemployment​
	Slide 15: Small firms registered employment gains in December​
	Slide 16: Low layoffs and claims point to a stabilizing labor market​
	Slide 17: Consumer spending in solid shape
	Slide 18: Resilient outlook for consumer spending​
	Slide 19: Strong spending will remain supported by income growth​
	Slide 20: Wealth effects continue to support high income spending​
	Slide 21: Consumer sentiment is disconnected from the hard data​
	Slide 22: Housing market to slowly recover
	Slide 23: Gradual recovery ahead for housing​
	Slide 24: Supply shortages are a key driver of elevated housing costs​
	Slide 25: Starts and falling rates will gradually support recovery​
	Slide 26: Builders continue to offer incentives to support sales​
	Slide 27: Manufacturing sector faces a slow recovery
	Slide 28: Manufacturing faces a slow recovery​
	Slide 29:  ISM index ended the year with a third consecutive decline​
	Slide 30: Factory output was surprisingly robust at the end of 2025​
	Slide 31: The manufacturing industry is vulnerable to USMCA changes​
	Slide 32: Core inflation to moderate in 2026
	Slide 33: Inflation will fall closer to target in 2026​
	Slide 34: Core inflation moderates, expectations fall​
	Slide 35: Productivity gains could support growth with limited inflation​
	Slide 36: Depressed oil prices to prevent inflationary supply chain stress​
	Slide 37: Financial market conditions and the Fed
	Slide 38: Fed to proceed with caution in 2026​
	Slide 39: Fed to stay on pause, although the Committee is still divided​
	Slide 40: Earnings momentum drives broadening strength in equities​
	Slide 41: The threat of a foreign sell-off is unlikely to materialize​
	Slide 42: Forecast summary
	Slide 43: US yearly outlook table 
	Slide 44: US quarterly outlook table 
	Slide 45: Fiscal Policy Assumptions
	Slide 46: Major tariff assumptions
	Slide 47

