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Changes to flag this week: 

Pushed backed the final two Fed rate cuts we expect to December 2026 and n

March 2027 (vs. September and December 2026 previously) to reflect recent 
inflation surprises, better labor market data, and growing hawkishness within the 
FOMC. 

Lowered our 12-month US recession probability to 25% (from 30%) as economic n

activity has held up well and our financial conditions index has eased back below 
pre-Iran war levels. 

Raised our YE26 2y/5y US Treasury yield forecasts to 3.40%/3.65% (from n

3.20%/3.55%) to reflect the later Fed cuts we now expect. 

Revised our Euro area inflation forecasts to reflect the broadening impact of n

higher energy prices and now expect a higher and later core inflation peak of 
2.7% yoy in 2Q27 (vs 2.5% in 3Q26 previously). 

Raised our 2026 full-year China headline PPI inflation forecast to 2.0% yoy (vs. n

1.2% previously) following stronger-than-expected April PPI inflation data.  

Lowered our 3/6/12m USD/CNY forecasts to 6.80/6.70/6.50 (from n

6.85/6.80/6.70) as China’s deep levels of export competitiveness and its still 
highly undervalued currency should lead to continued CNY strength. 

Raised our YE26/YE27 10y Japanese Government Bond yield forecasts to n

2.5%/2.25% (vs. 2% for each previously) to reflect a more durable increase in risk 
premium amid fiscal and inflation risks. 

Raised several of our Asian equity targets, including raising our 3/6/12m MXAPJ n

index targets to 900/940/990 (from 830/870/920) to reflect stronger earnings 
driven largely by tech hardware and semiconductors. 

Watching  
WATCH THE IRAN WAR. The situation remains fluid as the Iran war ceasefire n

remains fragile and oil flows through the Strait of Hormuz remain very low, with 
risks to economies and markets growing the longer these supply disruptions 
continue.  

Globally, we expect real GDP growth of 2.4% yoy in 2026 amid growing n

 

Investors should consider this report as only a single factor in making their investment decision. For Reg AC 
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headwinds from higher energy prices owing to the Iran war. We expect global core 
inflation to decline to 2.5% by the end of 2026, reflecting a fading tariff boost and 
further normalization in shelter and wage inflation but a boost from higher energy 
prices. 

In the US, we expect real GDP growth of 1.9% on a Q4/Q4 basis in 2026, reflecting a n

drag from higher oil prices and elevated geopolitical risk. We expect core PCE 
inflation to fall to 2.7% yoy by December 2026, as the tariff boost fades and wage 
and shelter inflation continue to cool, though higher oil prices and AI-related price 
pressures provide some offset. We expect the unemployment rate to end 2026 at 
4.6%. 

We expect the Fed to deliver two final 25bp cuts in December 2026 and March n

2027 for a terminal rate range of 3-3.25%, but we see a reasonable chance that the 
Fed remains on hold indefinitely. 

In the Euro area, we expect below-potential real GDP growth of 0.5% on a Q4/Q4 n

basis in 2026, reflecting higher energy prices and tighter financial conditions owing 
to the Iran conflict. We expect core inflation to rise to a peak of 2.7% yoy in 2Q27 
amid higher energy prices before gradually declining to 2.0% by end-2028. 

We expect the ECB to deliver two 25bp hikes this year in June and September to a n

peak policy rate of 2.5% before cutting back to 2% in 2027. 

In China, we expect real GDP growth of 4.7% yoy in 2026 as resilient export growth, n

continued government policy easing, and a decreasing drag from the ongoing 
property market downturn offset headwinds from higher energy prices and sluggish 
domestic demand. We expect CPI/PPI inflation to rise to 1.0%/2.0% yoy this year 
largely owing to higher global commodity prices. 

Growth 
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Source: Haver Analytics, Goldman Sachs Global Investment Research.
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Forecasts  

 

China GDP vs. CAI 
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Key GS economic and market forecasts 
Economics Markets Equities

GDP growth (%) 2026 2027 Interest rates 
10Yr (%) Last E2026 E2027 FX Last 3m 12m S&P 500 E2026 E2027 Returns (%) 12m YTD E2026 P/E

GS 
(Q4/Q4)

Cons. 
(Q4/Q4)

GS 
(CY)

Cons. 
(CY)

GS 
(CY)

Cons. 
(CY) GS Cons. GS Cons.

Global 2.2 -- 2.4 2.6 2.7 2.6 US 4.46 4.10 4.15 EUR/$ 1.17 1.14 1.20 Price 7,600 S&P 500 2.7 8.1 22.7x

US 1.9 2.0 2.0 2.2 2.0 2.1 Germany 3.10 3.00 3.00 GBP/$ 1.35 1.33 1.33 EPS $309 $336 $342 $387 MXAPJ 13.3 21.0 13.9x

China 4.6 4.6 4.7 5.0 4.7 4.6 Japan 2.54 2.50 2.25 $/JPY 158 160 155 Growth 12% 22% 10% 15% Topix 8.4 13.6 19x

Euro area 0.5 0.8 0.7 1.4 0.9 0.8 UK 4.96 4.40 4.25 $/CNY 6.77 6.80 6.50 STOXX 600 2.5 3.0 14.9x

Policy rates (%) 2026 2027 Commodities Last 2Q26 4Q26 Credit 
(bp) Last 2Q26 4Q26 Consumer 2026 2027 Wage

2026
Tracker
(%)

GS Mkt. GS Mkt. Crude Oil, Brent ($/bbl) 108 100 90 CPI
(%, yoy)

Unemp.
Rate

CPI
(%, yoy)

Unemp.
Rate Q1 Q2 Q3 Q4

US 3.38 3.74 3.13 3.72 Nat Gas, NYMEX ($/mmBtu) 2.84 3.50 3.50 USD     IG 76 95 90 US 3.4 4.6 2.4 4.4 3.6 -- -- --

Euro area 2.50 2.70 2.00 2.64 Nat Gas, TTF (EUR/MWh) 46.74 49 40 HY 268 335 315 Euro area 3.0 6.3 2.6 6.2 -- -- -- --

China 1.40 1.53 1.30 -- Copper ($/mt) 13,959 12,700 12,500 EUR IG 92 120 114 China 1.0 -- 2.0 -- -- -- -- --

Japan 1.00 1.19 1.50 1.79 Gold ($/troy oz) 4,678 4,865 5,308 HY 265 375 360
 

GS CAI is a measure of current growth. For more information on the methodology of the CAI please see “Technical Updates to Our Global CAIs,” Global Economics 
Comment, Sep. 01, 2025. Market pricing as of May 12, 2026. 

 

Source: Bloomberg, Goldman Sachs Global Investment Research.
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•    Top of Mind: Our flagship monthly publication, taking a deep-dive into the 
macroeconomic issues on the minds of our clients. 

•     Exchanges at Goldman Sachs: We bring together experts from around the firm and 
beyond to discuss developments shaping industries, markets, and the global economy.  

•    What’s Top of Mind in Macro Research: A weekly audio snapshot of the macro 
themes we’re watching. 
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individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
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marketwide, sector specific, long term, short term), the size and scope of your overall client relationship with GS, and legal and regulatory constraints.  
As an example, certain clients may request to receive notifications when research on specific securities is published, and certain clients may request 
that specific data underlying analysts’ fundamental analysis available on our internal client websites be delivered to them electronically through data 
feeds or otherwise. No change to an analyst’s fundamental research views (e.g., ratings, price targets, or material changes to earnings estimates for 
equity securities), will be communicated to any client prior to inclusion of such information in a research report broadly disseminated through 
electronic publication to our internal client websites or through other means, as necessary, to all clients who are entitled to receive such reports. 

All research reports are disseminated and available to all clients simultaneously through electronic publication to our internal client websites. Not all 
research content is redistributed to our clients or available to third-party aggregators, nor is Goldman Sachs responsible for the redistribution of our 
research by third party aggregators. For research, models or other data related to one or more securities, markets or asset classes (including related 
services) that may be available to you, please contact your GS representative or go to https://research.gs.com. 

Disclosure information is also available at https://www.gs.com/research/hedge.html or from Research Compliance, 200 West Street, New York, NY 
10282. 

© 2026 Goldman Sachs.  

You are permitted to store, display, analyze, modify, reformat, and print the information made available to you via this service only for your own use.  
You may not resell or reverse engineer this information to calculate or develop any index for disclosure and/or marketing or create any other derivative 
works or commercial product(s), data or offering(s) without the express written consent of Goldman Sachs. You are not permitted to publish, transmit, 
or otherwise reproduce this information, in whole or in part, in any format to any third party without the express written consent of Goldman Sachs. 
This foregoing restriction includes, without limitation, using, extracting, downloading or retrieving this information, in whole or in part, to train or 
finetune a machine learning or artificial intelligence system, or to provide or reproduce this information, in whole or in part, as a prompt or input to any 
such system. 
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