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> Global markets declined, heavily pressured by rising yields and 
higher oil prices. Performance was deeply bifurcated: while AI-
driven technology gained, cyclical and rate-sensitive sectors fell 
sharply. 

> Sovereign bonds slumped globally as yields surged to multi-
decade highs. Central bank tightening pushed the 10-year US 
Treasury yield up significantly. Credit spreads widened, hurting 
corporate and emerging market debt. 

> The US dollar strengthened broadly against major developed and 
emerging currencies, driven by higher domestic interest rates and 
resilient economic data. 

> Commodities advanced overall as supply uncertainties pushed oil 
prices higher, though gold fell sharply due to the surging dollar 
and rising bond yields.

Past performance is no guarantee of future results. The value of your investments may fluctuate.
Source: Robeco, Bloomberg. All market data to 30 September 2026 unless mentioned otherwise.
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General overview
Higher government bond yields and ongoing oil shock 

Investors focus on concerns about US and French government bonds Multi asset 1mo      3mo     YTD     1yr        3yr       5yr



> Higher bond yields are tempting investors away from equities by 
offering attractive, lower-risk returns. With US 10-year Treasury 
yields above 5%, the traditional valuation argument suggests 
equities should weaken because higher borrowing costs and 
discount rates reduce the present value of future earnings. 

> Higher future bond returns have closed the equity risk premium 
expected; in the US, this is close to zero, where no additional 
return over a risk-free asset is currently expected from stocks. 

> The current inflation outlook differs materially from 2022. Post-
pandemic demand stimulus has faded, wage growth has 
moderated, and core inflation has fallen. Although headline 
inflation remains higher – partly because of energy costs – long-
term inflation expectations have remained relatively stable. This 
suggests rising yields reflect economic growth and fiscal spending, 
which is good for equities. 
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Theme of the month
Can equities sail on through the Siren call of higher bond yields?

Past performance is no guarantee of future results. The value of your investments may fluctuate.
Source: Robeco, Bloomberg. All market data to 30 September 2026 unless mentioned otherwise.
 

Will higher yields reduce the attractiveness of equities? Inflation pressures are muted so far but earnings are stellar

Source: Robeco, Bureau of Labor Statistics (BLS), Atlanta Fed, Bloomberg, Federal Reserve 
Economic Data (FRED), Refinitiv.  *percentage points 

Indicator Current levels 12 months ago YoY move 

US core CPI 2.4% (Aug 26) 3.1% (Aug 2025) –0.7pp*

Wage growth 
(Atlanta Fed) 4.1% (Aug 26) 4.0% (Aug 2025) +0.1pp

US 10-Year Treasury 
yield 5.27% (Sept 26) 4.14% (Sept 25) +1.1pp

US 10-Year 
breakeven inflation 2.36% (Sept 26) 2.34% (Sept 25) +0.0pp 

S&P 500 trailing EPS 
growth

31% (Sep 26) 11.5% (Sept 25) 19.5pp



> The principal support for equities is robust corporate earnings. US 
trailing earnings growth is around 28–31% year on year, 
comfortably exceeding the Treasury yield of about 5%. With bond 
yields rising, equity investors will have to navigate stormy waters. 

> Equities can continue advancing if wage and input cost pressures 
remain contained, earnings growth significantly exceeds the rising 
cost of capital, and yields rise for growth-related rather than 
inflationary reasons.

> The chart shows the gap between US trailing earnings growth and 
US bond yields. Investors should nevertheless be selective, 
particularly in Europe, where the Sirens’ song is stronger due to 
weaker growth and fiscal constraints.  
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Past performance is no guarantee of future results. The value of your investments may fluctuate.
Source: Robeco, Bloomberg. All market data to 30 September 2026 unless mentioned otherwise.
 

Equity returns are being driven by earnings and sentiment US earnings growth levels are still high compared to bond yields

Source: LSEG Datastream, Robeco, September 2026



> We are in a genuine cyclical upswing, despite the ongoing volatility 
in energy from Middle East tensions, and the mounting tightening 
effect from the surge in real yields. This upswing is confirmed by the 
JP Morgan manufacturing PMU rising to 53 in September, indicating 
accelerating expansion. Additionally, our business cycle indicator 
shows expansion for the 14th consecutive month.

> Despite these unexpected shocks, both in the real economy and the 
bond market, our base case in Expected Returns predicting ‘A 
synchronized shift’ – with a global cyclical upswing not unlike 2017 
– is still on track. With the exception of China, most large 
economies are seeing macro data that surprises to the upside. The 
US economy grew by 2.2% in Q2, according to the latest estimate, 
instead of 1.5%, for example.

> Things look rosy, though one needs to be mindful of leads and lags. 
The US consumer’s ability to spend is increasingly inhibited by the 
steady rise in mortgages rates, lowering housing affordability.
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Economy
A K-shaped economic reality endures  

Economies are stronger than expected against a worsening backdropUS mortgage delinquencies are set to rise further

Source: Robeco, Bloomberg. All market data to 30 September 2026 unless mentioned otherwise.



> The Fed has recently reiterated its inflation mandate. Despite 
the bond market rout, market-implied inflation expectations have 
remained firmly anchored around 2.3%. While the term premium 
has increased lately, it is insufficient to explain the bond market 
volatility. The relative stability in both the term and inflation 
premium shows the bond sell-off is more about recognizing the 
underlying resilience and upward growth trajectory of the US 
economy, as well as the increased competition for capital.   

> We find that there is currently a gap between the surge in energy 
prices and the level of inflation surprises in developed markets. 
This might suggest that corporates are not fully passing on higher 
input costs to consumers. The recent decline in the “percentage of 
companies expected to raise selling prices" from the NFIB survey 
supports this view. 

> On the other side of the equation, a ‘low hire/low fire’ labor 
market also might moderate labor bargaining power, keeping 
demand pull inflation and second-round effects in check. This 
stands in sharp contrast to the 2021/22 environment.   
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Economy
Several forces keep inflation at bay

Inflation is the dog that hasn't barked… and may not after allRising energy and IT costs: increasingly intertwined in the AI era

Source: Robeco, Bloomberg. All market data to 30 September 2026 unless mentioned otherwise.



Robeco Institutional Asset Management B.V. (Robeco B.V.) has a license as manager 
of Undertakings for Collective Investment in Transferable Securities (UCITS) and 
Alternative Investment Funds (AIFs) (“Fund(s)”) from The Netherlands Authority for 
the Financial Markets in Amsterdam. This document is solely intended for 
professional investors, defined as investors qualifying as professional clients, who 
have requested to be treated as professional clients or who are authorized to 
receive such information under any applicable laws. Robeco B.V and/or its related, 
affiliated and subsidiary companies, (“Robeco”), will not be liable for any damages 
arising out of the use of this document. The contents of this document are based 
upon sources of information believed to be reliable and comes without warranties 
of any kind. Any opinions, estimates or forecasts may be changed at any time 
without prior notice and readers are expected to take that into consideration when 
deciding what weight to apply to the document’s contents. This document is 
intended to be provided to professional investors only for the purpose of imparting 
market information as interpreted by Robeco.  It has not been prepared by Robeco 
as investment advice or investment research nor should it be interpreted as such 
and it does not constitute an investment recommendation to buy or sell certain 
securities or investment products and/or to adopt any investment strategy and/or 
legal, accounting or tax advice. All rights relating to the information in this 
document are and will remain the property of Robeco. This material may not be 
copied or used with the public. No part of this document may be reproduced, or 
published in any form or by any means without Robeco's prior written permission. 
Investment involves risks. Before investing, please note the initial capital is not 
guaranteed. This document is not directed to, nor intended for distribution to or 
use by any person or entity who is a citizen or resident of or located in any locality, 
state, country or other jurisdiction where such distribution, document, availability 
or use would be contrary to law or regulation or which would subject Robeco B.V. or 
its affiliates to any registration or licensing requirement within such jurisdiction. 

Additional Information for US investors
This document may be distributed in the US by Robeco Institutional Asset 
Management US, Inc. (“Robeco US”), an investment adviser registered with the US 
Securities and Exchange Commission (SEC). Such registration should not be 
interpreted as an endorsement or approval of Robeco US by the SEC. Robeco B.V. is 
considered “participating affiliate” and some of their employees are “associated 
persons” of Robeco US as per relevant SEC no-action guidance. Employees 
identified as associated persons of Robeco US perform activities directly or 
indirectly related to the investment advisory services provided by Robeco US. In 
those situations, these individuals are deemed to be acting on behalf of Robeco US. 
SEC regulations are applicable only to clients, prospects and investors of Robeco US. 
Robeco US is wholly owned subsidiary of ORIX Corporation Europe N.V. (“ORIX”), a 
Dutch Investment Management Firm located in Rotterdam, the Netherlands. 
Robeco US is located at 90 Park Avenue, 21st Floor, New York, NY 10016. 

Additional Information for investors with residence or seat in Canada
No securities commission or similar authority in Canada has reviewed or in any way 
passed upon this document or the merits of the  securities described herein, and 
any representation to the contrary is an offence. Robeco Institutional Asset 
Management B.V. is  relying on the international dealer and international adviser 
exemption in Quebec and has appointed  McCarthy Tétrault LLP as its  agent for 
service in Quebec.
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