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Global Economics 
2/20/26 1:45PM ET 

More noise than (macro) news: n

Our optimistic outlook for 2026 remains largely unchanged and we remain o

above-consensus for GDP in most economies. 

US labor market data has improved in the last two months, though we o

would not take the January 130k payrolls gain at face value. 

Tech employment continues to fall, but we still don’t expect an §

AI-driven job apocalypse. 

Although labor market risks remain tilted to the downside, our §

recession probability estimate over the next 12 months stands at a 
moderate 20%. 

US core CPI inflation has moderated when adjusted for tariff pass-through o

and shutdown distortions and stood at 2.6% in January by our estimates. 

The FOMC looks to be on hold for the remainder of Chair Powell’s term, but o

we still expect 25bp cuts in June and September (and our 
probability-weighted Fed call remains modestly dovish). 

Core European economies continue to underperform the US (in terms of o

GDP per capita) and policy focus has shifted toward structural reform. 

Underlying inflation in Japan is gradually rising toward 2% and we expect o

the next 25bp hike from the BoJ in July. 

With goods production strong and domestic demand soft, China’s current o

account surplus as a share of global GDP rose to a record 0.6% in 2025. 

AI labor market disruption in focus: n

AI adoption by US firms rose to 18.9% (up from 17.7% in January) and is o

expected to rise further to 22.1% in the next six months. 

AI’s impact on the labor market is becoming more visible but remains o

narrow: 

Employment in specific industries where AI-use cases have been §

established is contracting by 5-10k/month. 

Economy-wide correlations between industry-level adoption and §

slack indicators continue to suggest limited impact on overall labor 
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market. 

AI-related investment growth remains strong and now stands $271bn above o

its 2022 level in the US national accounts. 

US Supreme Court strikes down IEEPA tariffs: n

The Supreme Court ruled in a 6-3 decision against President Trump’s broad o

tariffs imposed under the International Emergency Economic Powers Act 
(IEEPA). 

We previously found that inflation on tariffed goods in Canada softened after o

retaliatory tariffs were removed, but the slowdown reflected a return to trend 
rather than outright price declines. 

US Economics 
2/20/26 12:10PM ET 

The Supreme Court struck down the Trump administration’s tariffs imposed under n

the International Emergency Economic Powers Act (IEEPA): 

IEEPA-based tariffs account for around 7.5pp of the 11.4pp increase in the o

effective tariff rate in 2025. 

Of the 7.5pp in overall IEEPA tariffs imposed last year, reciprocal tariffs §

(also imposed using IEEPA) account for 6.2pp. 

Other legal authorities would allow the Trump administration to impose o

substantially similar tariffs. 

The most likely approach would be to use Section 122, which authorizes §

tariffs of up to 15% for up to 150 days. 

During that time, we expect the US Trade Representative to finalize §

Section 301 investigations into major trading partners. 

This would allow the administration to impose longer-lasting §

tariffs at levels equivalent to the reciprocal tariffs currently in 
place. 

Real GDP rose 1.4% (qoq annualized) in Q4: n

Federal government spending imposed a 1.15pp drag on Q4 GDP growth as a o

result of the government shutdown. 

Real consumer spending and private domestic final sales both increased 2.4% o

in Q4. 

Business fixed investment increased 3.7% annualized while residential o

investment declined 1.6%. 

The labor market has taken early steps toward stabilization: n

The January employment report showed evidence of early steps toward labor o

market stabilization: 

Payrolls rose 130k in January, though almost all of this came from §

healthcare. 
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The unemployment rate fell 0.1pp to 4.3%, unchanged from six months §

ago. 

The annual revision to payroll employment over April 2024-March 2025 §

was -898k, but we suspect that much of the revision reflected the 
erroneous removal of immigrants without work permits. 

We estimate that the “breakeven rate” of payrolls growth will fall from 70k o

currently to 50k at the end of 2026 because we expect net immigration to fall 
from 0.5mn in 2025 to 0.2mn in 2026. 

Labor demand still looks shaky because job openings are still falling, but o

strong final demand growth and less policy volatility should produce the small 
pick-up in hiring needed to stabilize the labor market this year. 

We continue to see the risks to our labor market forecast as tilted to the o

downside. For now:  

Job losses from AI are visible but moderate;  §

The layoff scare from last fall looks somewhat less concerning; §

Hiring restraint at companies eyeing the possibilities of AI looks §

manageable. 

Europe Economics 
2/20/26 7:30AM ET 

Latest UK data is mixed: n

Unemployment rate rose to 5.2% in December (from 5.1%), in line with our o

forecast but a tenth above consensus and the BoE’s estimate. 

Private sector regular pay growth decelerated to 3.43% in December, in line o

with our estimate and the BoE’s forecast. 

January CPI figures saw headline inflation drop to 3.01%, in line with our o

estimate and consensus but a tenth above the BoE’s projection. 

Services inflation dropped to 4.38%, a slightly smaller decrease than we and o

consensus had anticipated. 

As a result, core inflation also fell by slightly less than expected to §

3.09%. 

Retail sales rose by 1.8% mom in January, significantly above expectations, so o

we raise our GDP growth forecast for Q1 to +0.4% (from +0.3% previously). 

We think that the BoE remains on track to lower Bank Rate in March. o

European flash PMIs are firm in February: n

The Euro area composite PMI rose by 0.6pt to 51.9, a touch above our and o

consensus expectations for a more moderate uptick. 

The increase was driven by a rise in manufacturing output and more modest o

uptick in services activity. 

Across countries, news was particularly positive in Germany but more mixed in o
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France and the periphery. 

In the UK, the composite PMI ticked up further to 53.9 from a strong January o

reading of 53.7, against consensus expectations for a moderation. 

Germany sees a strong start to federal spending in 2026: n

German federal expenditures in January came in at EUR 60.4bn, about EUR o

5.4bn above our expectations and EUR 11.1bn above January 2025. 

Spending was above expectations in the main budget and the infrastructure o

fund but below expectations in the military fund (EUR -0.4bn or -35%). 

The strong start to federal spending in 2026 supports our view of a notable o

fiscal expansion this year. 

We expect it to contribute around 0.5pp to our growth forecast of 1.1% §

this year. 

Asia/EM Economics 
2/19/26 8:30PM ET 

Stronger current account surplus in China: n

Q4 Balance of Payments data showed a significant increase in China’s current o

account surplus to a new high of US$242 billion. 

This result raised the 2025 full-year current account surplus to 3.7% of GDP; o

we forecast an even larger surplus of 4.3% of GDP in 2026. 

Our preferred FX flows measure indicated robust net inflows of US$94 billion o

in January 2026 (vs. a decade-high US$128bn inflows in December). 

Primary property prices across 70 cities fell 5.3% mom annualized in January o

on average; faster decline of house prices was broad-based across all city 
tiers. 

More rate cuts by EM central banks in February, led by CEEMEA: n

Russia cut its policy rate 50bp (in line with our forecast but a surprise to o

consensus) to 15.5%. We expect the easing cycle to continue, with the policy 
rate falling to 12% by year-end. 

Romania kept the policy rate unchanged at 6.5%. We expect rates to remain o

on hold at least until Q3 2026. 

Egypt cut its policy rate by 100bp to 19.0%. We continue to forecast 600bp of o

additional cuts in 2026, taking the policy rate to 13.0% by year-end. 

Kenya cut its policy rate by 25bp from 9.0% to 8.75%, in line with consensus. o

We expect another cut to 8.5%, with risks skewed toward further near-term 
easing. 

Peru held the policy rate at 4.25%. Our base case remains for rates to stay o

unchanged for foreseeable future. 

Bank Indonesia held the policy rate at 4.75%, as expected, given concerns o

about FX stability. We continue to expect 25bp cuts in Q1 and Q2 2026, taking 
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the policy rate to 4.25%. 

The central bank of the Philippines cut the policy rate by 25bp to 4.25%, in o

line with consensus. We do not expect further easing, though a Q2 2026 cut is 
possible if investment and growth momentum fail to recover. 

GDP Forecast Tracker: GS vs. Consensus 
 

2025
Actual* GS Consensus GS Consensus GS Consensus

2.2 2.7 2.4 2.1 2.0 2.5 2.1
1.5 1.3 1.2 1.3 1.4 1.4 1.4

Germany 0.3 1.1 1.0 1.4 1.5 1.5 1.5
France 0.9 1.1 1.0 0.9 1.1 0.9 0.9
Italy 0.6 0.9 0.8 0.9 0.9 1.0 1.0
Spain 2.9 2.4 2.3 1.8 1.9 2.0 2.0

1.1 0.6 0.8 1.2 0.9 1.2 1.0
1.3 1.1 1.0 1.5 1.4 1.5 1.4
1.7 1.4 1.2 2.0 1.8 1.8 1.7
1.9 2.2 2.2 2.4 2.2 2.2 2.2

5.0 4.8 4.6 4.7 4.4 4.7 4.7
7.7 6.9 6.5 6.8 6.4 6.9 6.7
2.3 1.8 1.8 2.3 2.0 2.8 2.1
0.5 1.2 1.0 1.7 1.3 1.7 1.0

South Korea 1.0 1.8 2.0 1.9 1.9 1.6 2.0
Mexico 0.5 1.5 1.4 2.0 2.0 1.5 1.8

2.8 2.9 2.7 2.8 2.6 2.9 2.7

Annual Average Q4/Q4
2026

Real GDP Growth: 

US
Euro Area

Japan
UK

2027 2026

DMs

Canada

EMs

*GS estimate where actual full-year data is not yet available.
Note: Global GDP growth rates aggregated using market exchange rates. IMF forecast used for India 2027 consensus value.

World

Australia

China
India 
Brazil
Russia

 
 

Source: Bloomberg, Goldman Sachs Global Investment Research
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Japan: Goldman Sachs Japan Co., Ltd. is a Financial Instrument Dealer registered with the Kanto Financial Bureau under registration number Kinsho 69, 
and a member of Japan Securities Dealers Association, Financial Futures Association of Japan Type II Financial Instruments Firms Association, The 
Investment Trusts Association, Japan, and Japan Investment Advisers Association. Sales and purchase of equities are subject to commission 
pre-determined with clients plus consumption tax. See company-specific disclosures as to any applicable disclosures required by Japanese stock 
exchanges, the Japanese Securities Dealers Association or the Japanese Securities Finance Company.   

Global product; distributing entities 
Goldman Sachs Global Investment Research produces and distributes research products for clients of Goldman Sachs on a global basis. Analysts based 
in Goldman Sachs offices around the world produce research on industries and companies, and research on macroeconomics, currencies, commodities 
and portfolio strategy. This research is disseminated in Australia by Goldman Sachs Australia Pty Ltd (ABN 21 006 797 897); in Brazil by Goldman Sachs 
do Brasil Corretora de Títulos e Valores Mobiliários S.A.; Public Communication Channel Goldman Sachs Brazil: 0800 727 5764 and / or 
contatogoldmanbrasil@gs.com. Available Weekdays (except holidays), from 9am to 6pm. Canal de Comunicação com o Público Goldman Sachs Brasil: 
0800 727 5764 e/ou contatogoldmanbrasil@gs.com. Horário de funcionamento: segunda-feira à sexta-feira (exceto feriados), das 9h às 18h; in Canada 
by Goldman Sachs & Co. LLC; in Hong Kong by Goldman Sachs (Asia) L.L.C.; in India by Goldman Sachs (India) Securities Private Ltd.; in Japan by 
Goldman Sachs Japan Co., Ltd.; in the Republic of Korea by Goldman Sachs (Asia) L.L.C., Seoul Branch; in New Zealand by Goldman Sachs New Zealand 
Limited; in Russia by OOO Goldman Sachs; in Singapore by Goldman Sachs (Singapore) Pte. (Company Number: 198602165W); and in the United States 
of America by Goldman Sachs & Co. LLC. Goldman Sachs International has approved this research in connection with its distribution in the United 
Kingdom.  

Goldman Sachs International (“GSI”), authorised by the Prudential Regulation Authority (“PRA”) and regulated by the Financial Conduct Authority 
(“FCA”) and the PRA, has approved this research in connection with its distribution in the United Kingdom. 

European Economic Area: Goldman Sachs Bank Europe SE (“GSBE”) is a credit institution incorporated in Germany and, within the Single Supervisory 
Mechanism, subject to direct prudential supervision by the European Central Bank and in other respects supervised by German Federal Financial 
Supervisory Authority (Bundesanstalt für Finanzdienstleistungsaufsicht, BaFin) and Deutsche Bundesbank and disseminates research within the 
European Economic Area.  

General disclosures 
This research is for our clients only. Other than disclosures relating to Goldman Sachs, this research is based on current public information that we 
consider reliable, but we do not represent it is accurate or complete, and it should not be relied on as such. The information, opinions, estimates and 
forecasts contained herein are as of the date hereof and are subject to change without prior notification. We seek to update our research as 
appropriate, but various regulations may prevent us from doing so. Other than certain industry reports published on a periodic basis, the large majority 
of reports are published at irregular intervals as appropriate in the analyst’s judgment. 

Goldman Sachs conducts a global full-service, integrated investment banking, investment management, and brokerage business. We have investment 
banking and other business relationships with a substantial percentage of the companies covered by Global Investment Research. Goldman Sachs & Co. 
LLC, the United States broker dealer, is a member of SIPC (https://www.sipc.org).  

Our salespeople, traders, and other professionals may provide oral or written market commentary or trading strategies to our clients and principal 
trading desks that reflect opinions that are contrary to the opinions expressed in this research. Our asset management area, principal trading desks and 
investing businesses may make investment decisions that are inconsistent with the recommendations or views expressed in this research. 

We and our affiliates, officers, directors, and employees will from time to time have long or short positions in, act as principal in, and buy or sell, the 
securities or derivatives, if any, referred to in this research, unless otherwise prohibited by regulation or Goldman Sachs policy.  

The views attributed to third party presenters at Goldman Sachs arranged conferences, including individuals from other parts of Goldman Sachs, do not 
necessarily reflect those of Global Investment Research and are not an official view of Goldman Sachs. 

Any third party referenced herein, including any salespeople, traders and other professionals or members of their household, may have positions in the 
products mentioned that are inconsistent with the views expressed by analysts named in this report. 

This research is focused on investment themes across markets, industries and sectors. It does not attempt to distinguish between the prospects or 
performance of, or provide analysis of, individual companies within any industry or sector we describe. 

Any trading recommendation in this research relating to an equity or credit security or securities within an industry or sector is reflective of the 
investment theme being discussed and is not a recommendation of any such security in isolation. 

This research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would be illegal. 
It does not constitute a personal recommendation or take into account the particular investment objectives, financial situations, or needs of individual 
clients. Clients should consider whether any advice or recommendation in this research is suitable for their particular circumstances and, if appropriate, 
seek professional advice, including tax advice. The price and value of investments referred to in this research and the income from them may fluctuate. 
Past performance is not a guide to future performance, future returns are not guaranteed, and a loss of original capital may occur. Fluctuations in 
exchange rates could have adverse effects on the value or price of, or income derived from, certain investments.  

Certain transactions, including those involving futures, options, and other derivatives, give rise to substantial risk and are not suitable for all investors. 
Investors should review current options and futures disclosure documents which are available from Goldman Sachs sales representatives or at 
https://www.theocc.com/about/publications/character-risks.jsp and https://www.goldmansachs.com/disclosures/cftc_fcm_disclosures. Transaction 
costs may be significant in option strategies calling for multiple purchase and sales of options such as spreads. Supporting documentation will be 
supplied upon request.  

Differing Levels of Service provided by Global Investment Research: The level and types of services provided to you by Goldman Sachs Global 
Investment Research may vary as compared to that provided to internal and other external clients of GS, depending on various factors including your 
individual preferences as to the frequency and manner of receiving communication, your risk profile and investment focus and perspective (e.g., 
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 
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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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