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Here Comes the Volatility

al nCneé

The first quarter of 2026 marked a shift in market dynamics, with a strong start giving way to
increased volatility as the quarter progressed. Early optimism was driven by resilient
economic growth, moderating inflation, and continued strength in artificial intelligence
(AI)-related investment. However, sentiment weakened late in the quarter as geopolitical
tensions intensified and energy prices rose sharply, reintroducing inflation concerns.

Despite these headwinds, the global economy remains on stable footing. Growth in the
United States continues to lead, supported by consumer spending and business investment,
while other regions show signs of stabilization. Importantly, recession risks remain low,
though the pace of growth is moderating. Inflation trends became more complex during the
quarter. While price pressures eased initially, higher energy costs disrupted the
disinflationary path we were on. As a result, central banks have adopted a more cautious
stance, and expectations for interest rate cuts have shifted later. This “higher-for-longer” rate
environment contributed to rising bond yields and challenged fixed income performance.
We will review the entire quarter performance, breakdown our expectations moving forward,
and highlight some of the adjustments we are making.

Past performance is not an indication of future results.



Quarter End Review

Global economic growth remained steady in the first quarter of 2026, with forecasts
indicating approximately 2.8-2.9% expansion for the year. The United States continued to
outperform other developed economies, supported by strong consumer spending and
business investment, along with a recovering dollar led to favorable conditions. On the
global stage China showed signs of stabilization with moderate growth, while Europe
lagged but avoided a recession. Overall, the global economy demonstrated resilience
despite several emerging headwinds.

The U.S. economy expanded at a moderate pace, with expected annual growth between
2.0% and 2.5%. Consumer spending remained a key driver, though signs of an uneven
distribution (“K-shaped” recovery) persisted. The labor market began to show early signs
of softening toward the end of the quarter. Inflation continued its downward trend at the
start of the quarter, approaching central bank targets of 2.5%. However, a surge in energy
prices late in the quarter temporarily reversed this progress. Central banks, particularly
the Federal Reserve, adopted a cautious stance. While markets entered the year expecting
multiple rate cuts, persistent inflation risks led to a “higher-for-longer” interest rate
narrative re-emerging by March.















Questions? Please let us know if you have any questions or concerns. We are closely monitoring the
markets and the impactful events that will affect them. The quarterly reports are in the mail and you
should receive them imminently. Please let us know if you have any questions. Stay safe and be well.

Winans Investments Team
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Past performance is not an indication of future results.
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