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LABOR MARKET AND JOBS  
 

HOW WILL AI IMPACT THE US ECONOMY IN 2026? 
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INEQUALITY AND SECTOR IMPACTS 
 

 

  

Al is also reshaping capital markets: Al-linked 
firms account for a disproportionate share of 
S&P 500 earnings and stock-market gains, which 
boosts wealth for investors but increases expo-
sure to 
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 Yet several major 

forecasters argue that while Al exuberance is real, 
an immediate hard landing in 2026 is not their cen-

tral case; they expect Al spend-
ing to remain strong and any 
serious reckoning to be more 
of a medium-term risk. Even 
so, financial-stability authori-
ties and investors are watching 
Al-related sectors closely, 
since a sharp reversal could 
weigh on productivity growth 

and 
 

 

OUTLOOK 
 

     2025 was a strong year for the US stock market because resilient earnings, falling interest rates, and mas-
sive enthusiasm and investment around artificial intelligence combined to push major indexes to record 
highs.  The Federal Reserve pivoted from holding rates high to delivering a series of rate cuts in the second 
half of 2025 which supported equity valuations and risk appetite.  These rate cuts were widely telegraphed 
and interpreted as compatible with ongoing economic expansion rather than a response to the imminent re-
cession, encouraging flows into stocks rather than cash and bonds.  Thus 2025 brought much happiness to 
stock market investors. 
 

THE BIG PICTURE OUTLOOK 
 

    Many strategists describe 2026 as another year of bull market gains, but with returns likely slower than 
the prior three years of double-digit advances.  The backdrop most forecasts assume is above-trend US 
growth, gradually easier monetary policy, and combined productivity gains from AI and investment in tech-
nology. 

     Earnings growth is expected to broaden beyond a narrow group of mega-cap AI leaders, with sectors 
such as financials, industrials, and consumer discretionary also anticipated to post solid profit growth as 
they deploy Ai to cut costs and improve operations.  The broader earnings contribution would make the 
market less dependent on a small cluster of “AI winners,” even if those firms still anchor index perfor-
mance.  Consequently, we have a cautiously optimistic outlook but not as Alan Greenspan would say: 
“irrational exuberance.” As always, we must add that conditions can change, which could change the out-
look. 

 

The information presented by the author and the publisher is for informational and educational purposes only. It should not be considered specific investment advice, does not take into consideration 
your specific situation, and does not intend to make an offer or solicitation for the sale or purchase of any securities or investment strategies. Additionally, no legal or tax advice is being offered. If legal or 
tax advice is needed, a qualified professional should be engaged. Investments involve risk and are not guaranteed. This newsletter contains information that might be dated and is intended only to edu-
cate and entertain. Any links or websites referred to are for informational purposes only and are unaffiliated sources of information believed to be correct. Be sure to consult a qualified financial adviser 
and/or tax professional before implementing any strategy discussed herein.  

*This content may include AI-generated material, edited and approved by a human author.  

BUBBLE RISKS AND FINANCIAL STABILITY 
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