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By Matt Bush and Maria Giraldo

MACROECONOMIC UPDATE

Resilient Growth, Stubborn Inflation

The U.S. economic expansion remains resilient, with real 
GDP expected to grow slightly more than 2 percent this 
year and next. AI-related capital spending continues to fuel 
growth, but investment is broadening across sectors. Tax 
provisions in the One Big Beautiful Bill Act, strong corporate 
profits, and lean inventories are supporting activity across 
much of the economy, while the industrial sector is also 
benefiting from AI demand. Consumer spending faces some 
headwinds as the tax boost fades, wage growth cools, and 
elevated gasoline prices erode purchasing power. Still, a 
steady labor market that is showing signs of strengthening 
should support spending, while strong gains in household 
wealth help offset modest real income growth. Because 
these gains largely reflect AI-driven market optimism, 
however, both consumer spending and business investment 
remain vulnerable to a shift in the AI narrative. 

Inflation readings have shown modest progress in recent 
months, helped by the recent downward revisions and 
some cooler readings over the summer. But the 12-month 
rate of core PCE remains stuck around 3 percent, while 

robust growth and war-related energy price spikes threaten 
to prolong this stickiness. Refined-product energy prices, 
particularly diesel, have hit new highs in recent weeks, and 
broader commodity prices have also moved higher. And 
while the worst of the memory cost spillover to consumer 
software prices looks to be behind us, more AI effects on 
consumer tech hardware could lie ahead. Altogether we see 
the year-over-year rate of core PCE staying around 3 percent 
through year end, before moderating to around 2.5 percent 
in 2027.

The September Fed hike revealed the FOMC believes the 
economy is strengthening, increasing its growth projections 
even as the expected path of policy rates moves up. For now, 
the restart of rate hikes does not appear designed to derail this 
economic strength, but rather to limit upside risks to inflation 
by “removing a dose of accommodation.” We think the Fed 
will hike once more in 2026 before they hold and assess the 
inflation trend. Should it decide more actively restrictive policy 
is called for, there is a risk of additional hikes, an outcome on 
which the market is putting a high probability.

AI fuels growth, but energy-driven inflation keeps more Fed hikes in play.

A steady labor market that is 
showing signs of strengthening 
should support spending, while 
strong gains in household  
wealth help offset modest  
real income growth. 
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Strong Wealth Gains Cushioning Consumers From Softening Wages

Source: Guggenheim Investments, BEA, Federal Reserve, Haver. Data as of 7.31.2026 for spending and income, 6.30.2026 for net 
worth. Spending and income are 3-month moving averages.

https://www.guggenheiminvestments.com/perspectives/sector-views/q4-2026-fixed-income-sector-views/
https://www.guggenheiminvestments.com/perspectives/sector-views/q4-2026-fixed-income-sector-views/
https://www.guggenheiminvestments.com/perspectives/sector-views/q4-2026-fixed-income-sector-views/


2Fixed-Income Sector Views   |   Fourth Quarter 2026Guggenheim Investments

This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as 
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation 
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal 
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained 
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor 
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are 
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset 
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds 
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs”), generally receive payments 
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest 
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate, 
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.

Guggenheim Investments represents the following affiliated investment management businesses of Guggenheim Partners, LLC: Guggenheim Partners Investment Management, LLC, Security Investors, 
LLC, Guggenheim Funds Distributors, LLC, Guggenheim Funds Investment Advisors, LLC, Guggenheim Corporate Funding, LLC, Guggenheim Wealth Solutions, LLC, Guggenheim Private Investments, LLC, 
Guggenheim Investments Loan Advisors, LLC, Guggenheim Partners Europe Limited, Guggenheim Partners Japan Limited, and GS GAMMA Advisors, LLC.
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