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GREENLEAF TRUST OVERVIEW

Privately-held, trust-only bank: over $21Bn in assets under advisement

Offices in Kalamazoo, Grand Rapids, Birmingham, Traverse City, Petoskey, Midland, 

Delaware and Naples

Mission remains: financial security from generation to generation
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• 2025 Outlook and Outcomes

• 2026 Outlook 
• Policy
• Artificial Intelligence
• K-Shaped Economy

• Risks

• Q&A
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5



ASSET CLASS FRAMEWORK
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Higher Growth, Lower Inflation

     • Equities
     • High Yield Bonds
     • Government Bonds

Higher Growth, Higher Inflation

     • Equities
     • Commodities
     • Bank Loans

Lower Growth, Lower Inflation

     • Government Bonds
     • High Quality Corporates
     • Cash
  

Lower Growth, Higher Inflation

     • Commodities
     • TIPS
     • Energy-sector Equities

Inflation
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ECONOMIC AND 
F INANCIAL MARKET SURPRISES
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2022 2023 2024 2025 (E)

Exp. Actual Surp. Exp. Actual Surp. Exp. Actual Surp. Exp. Actual Surp.

Real Growth 3.9% 2.5% -1.4% 0.3% 2.9% 2.6% 1.3% 2.8% 1.5% 2.1% 2.0% -0.1%

Inflation 4.4% 8.0% 3.6% 4.0% 4.1% 0.1% 2.6% 3.0% 0.4% 2.5% 2.7% 0.2%

Job Gains 323 380 57 -10 216 226 74 168 94 115 49 -66

Fed Funds 1.00% 4.50% 3.50% 4.75% 5.50% 0.75% 4.00% 4.50% 0.50% 4.00% 3.75% -0.25%

S&P 500 EPS 223.4 218.1 -2.4% 230.6 221.4 -4.0% 244.0 242.7 -0.5% 273.7 272.0 -0.7%

• The post-COVID economy has been characterized by huge surprises. 

• 2022 brought an inflation and interest rate shock, 2023 saw growth far exceed low 

expectations, 2024 brought another significantly positive growth shock.

• We believed initial expectations for 2025 were reasonable and expected modest 

surprises. 

• Surprises indeed wound up being mild last year. 



2025 - Relatively Normal
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SURPRISES MOVE MARKETS
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• S&P 500 returns have tracked these large surprises. 
• 2022 was one of the 10 worst years for returns going back to 1928. 
• 2023 and 2024 brought 20%+ annual returns. 
• 2025 was closer to a ‘normal’ year, with the S&P 500 returning 18%. 



MARKETS OVERVIEW
A S  O F  1 2 / 3 1 / 2 0 2 5
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US Large Cap: S&P 500; US Mid Cap: S&P 400; US Small Cap: S&P 600; Developed International: MSCI World ex-US; Emerging Markets: MSCI EM; US Aggregate: ICE 
BofA US Broad Market Index; US Intermediate: ICE BofA 1-10 Year US Broad Market Index; Intermediate Muni: ICE BofA 1-10 Year US Muni Index; High Yield: ICE 
BofA US High Yield Index; Commodities: Dow Jones UBS Commodity Index; Managed Futures: SG Trend Index; Convertible Bonds: Convertible Bonds: ICE BofA All 
US Convertibles ex Mandatory Index; Preferred Stock:  ICE Exchange-Listed Preferred & Hybrid Securities Index; Hedge Funds: Bloomberg All Hedge Fund Index
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TARIFF  ANNOUNCEMENT 
A P R I L  2 0 2 5  D R A W D O W N
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April Tariff Surprise
Unwound Throughout 2025

Effective Tariff Rate by
Year (%)

• Coming into 2025 investors expected roughly 10% effective US tariff rates. 
• The April tariff announcements surprised, causing volatility in equity markets. 
• Ultimately, exemptions and negotiations led to an effective tariff rate near 11%. 



GDP GROWTH 
T E C H - O R I E N T E D  I N V E S T M E N T  A C T I V I T Y  L E A D S
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Technology Investments
Drove Growth in 2025

YoY Real GDP Growth (%) Ex-Info Equipment & Software Information Processing Equipment and Software

• Overall GDP growth was resilient in 2025 with real GDP growing above-trend at 2.3% 
year-over-year as of the latest data (Q3). 

• Business investment in technology was up nearly 15% in 2025. 
• For calendar year 2025, consensus expectations are for real GDP growth of 2.0%. 



INFLATION
S T I L L  A B O V E  T A R G E T
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• Coming into 2025, the expectation was for inflation to moderate to 2.5%.

• Inflation has been stickier than policymakers prefer, with CPI inflation up 2.7% for 2025.

• Goods inflation is showing some evidence of tariff-related impacts, but the impact has 

been more muted than initially feared. 
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LABOR MARKET
S I G N S  O F  S L O W L Y  S L O W I N G
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• Coming into 2025, expectations were for 115k job gains per month and a year-end 

unemployment rate of 4.3%.

• The labor market has shown signs of cooling, with only 12k job additions per month 

since May. Since May, Education & Health Services have added 57k jobs per month 

and all other sectors combined to lose 45k jobs per month. 

• The unemployment rate has crept higher, from 4.0% starting the year to 4.4%. Monthly 

job gains were 49k per month in 2025. 
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MONETARY POLICY
F E D E R A L  F U N D S  R A T E  F O R E C A S T S
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• Coming into 2025, markets expected the Fed to cut rates twice. 
• During the tariff-announcement volatility in April, expectations were increased to 4 cuts. 
• In the second half of the year markets repriced to expect 2-3 cuts and the Fed 

ultimately delivered 3 cuts in September, November, and December. 
• We continue to believe the Fed will be more sensitive to its labor market mandate than 

its inflation mandate. 
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CORPORATE EARNINGS 
S T R O N G  E X P E C T A T I O N S  M E T
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• Earnings grew strongly in 2025, up over 12% for the S&P 500. 
• Sectors exposed to AI-related activity led earnings growth, with Information Technology 

and Communication Services leading. Energy and Consumer sectors lagged.
• Coming into 2025, bottom-up expectations were for 14.8% earnings growth.
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RECAP & LESSONS LEARNED IN 2025
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Recap:
• After consecutive years of major macroeconomic surprises, economic and financial 

market outcomes in 2025 came in close to initial expectations. 
• Markets, while volatile in the first half, delivered solid returns for investors. 
• Three major themes emerged throughout the year which created volatility and 

opportunity. 
• Policy
• Artificial Intelligence
• K-Shaped Economy

• These themes will continue to shape consensus expectations for 2026 and surprises 
relative to those expectations will continue to drive market outcomes. 

Lessons Learned:
• Long-term investment strategies outperform attempts at timing the market. 
• Headlines are rarely relevant for your long-term financial plan. 
• Having a well-developed plan is the best defense during periods of market volatility. 



AUDIENCE POLL
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2026 EXPECTATIONS
T H E  S E Q U E L  -  2 0 2 5  I I
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• Consensus expectations are for 2026 to be a virtual repeat of 2025. 
• Growth is expected to be slightly above-trend. 
• Inflation is expected to stay slightly elevated. 
• The labor market is expected to be sluggish. 
• The Federal Reserve is expected to continue normalizing rates.
• S&P 500 companies are expected to grow earnings strongly, 15%. 
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2026 GROWTH OUTLOOK
T A I L W I N D S  A N D  H E A D W I N D S
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• We believe tailwinds outnumber headwinds for the growth outlook for 2026. 
• We could see growth exceed initial expectations driven by positive impacts from fiscal 

and monetary policy and the continued investment in artificial intelligence. 
• Trade policy and the labor market stand out as areas to watch for weakness as the year 

unfolds. 
• Recession risk appears low, with consensus odds of 30%.

Real GDP Growth Tailwind or Headwind

Policy Tailwind

Fiscal Policy Tailwind

Monetary Policy Tailwind

Trade Policy Headwind

Artificial Intelligence Tailwind

Infrastructure Investment Tailwind

Labor Market Impact Headwind

K-Shaped Economy Headwind

Overall Tailwind



POLICY OUTLOOK
F I S C A L  P O L I C Y

20

• Fiscal policy is expected to be supportive of growth in 2026. 
• Tax provisions in the OBBBA should result in larger tax refunds, with some forecasters 

estimating an average refund increase of $1,000 in 2026 or $100bn in total. 
• Corporate tax provisions are also more favorable.
• Spending cuts occur later in the legislation.
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POLICY OUTLOOK
M O N E T A R Y  P O L I C Y
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• Monetary policy is expected to be supportive as well. 
• 2 cuts are priced in for 2026, the median Fed dot shows 1 cut.
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POLICY OUTLOOK
M O N E T A R Y  P O L I C Y
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• The President is expected to announce a Fed Chair nominee in early 2026. 
• Prediction markets currently assess three frontrunners, Kevin Hassett, Kevin Warsh, and 

Christopher Waller. 
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POLICY OUTLOOK
T R A D E  P O L I C Y

23

• Pending court decisions create uncertainty for trade policy next year.
• The Treasury is currently collecting around $30Bn per month in tariff duties.
• The US-Mexico-Canada Agreement expires midyear and will need to be renegotiated.  
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ARTIF ICIAL INTELL IGENCE IMPACT
G R O W T H  I N  U S E

25

0

100

200

300

400

500

600

700

800

D
e
c
-2

2

D
e
c
-2

2

J
a
n

-2
3

M
a

r-
2

3

M
a

r-
2

3

A
p

r-
2
3

M
a

y
-2

3

J
u
n

-2
3

J
u
l-

2
3

A
u

g
-2

3

S
e

p
-2

3

O
c
t-

2
3

N
o
v
-2

3

D
e
c
-2

3

J
a
n

-2
4

F
e

b
-2

4

M
a

r-
2

4

A
p

r-
2
4

M
a

y
-2

4

J
u
n

-2
4

J
u
l-

2
4

A
u

g
-2

4

S
e

p
-2

4

O
c
t-

2
4

N
o
v
-2

4

D
e
c
-2

4

J
a
n

-2
5

F
e

b
-2

5

M
a

r-
2

5

A
p

r-
2
5

M
a

y
-2

5

J
u
n

-2
5

J
u
l-

2
5

A
u

g
-2

5

U
s
e
rs

 (
M

ill
io

n
s
)

The Growth of ChatGPT

• ChatGPT was released for public use in November 2022. 
• Since that time, OpenAI estimates that weekly active users have grown to more than 

700 million, over 10% of the adult population of earth.
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Artificial Intelligence Use by 
Number of Employees

1-4 5-9 10-19 20-49 50-99 100-249 250+

• Artificial Intelligence adoption rates by businesses are increasing but remain relatively 
low according to Census Bureau data. 

• Larger firms have been adopting AI at a faster pace than smaller-sized firms. 
• Firms in the Information, Professional & Tech Services, and Education have been 

leading adoption rates. 
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Capital Expenditure Plans
Increasing $100Bn+

in 2026 (+34%)

META GOOGL MSFT AMZN ORCL Combined % of Revenue

• Capital expenditures among the 5 largest US hyperscalers grew 67% in 2025, a roughly 
$150Bn increase over 2024. 

• Guidance for 2026 is for another $100Bn+ increase, a roughly 34% increase over 2025. 
• These investments should support overall GDP growth as well as corporate earnings 

growth in 2026. 
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Cloud AI Revenues are Still Modest
Relative to Capital Expenditures

Cloud AI Revenue
Q4 2025 (E) Run Rate

2025 CapEx

• Current Cloud AI revenues for hyperscalers are still modest in relation to capital 
expenditures. 

• However, there is significant revenue backlogs supporting data center expansion plans. 
• The industry is currently scaling up and investments will eventually need to be 

monetized.
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AI Scenarios
Federal Reserve Bank of Dallas

Real GDP Per Capita

Trend Real GDP Per
Capita, 1.9% per year

Singularity: Benign
scenario

Singularity: Extinction

AI GDP-boosted trend:
2.1% for 10 years

Second Industrial Revolution Post-War Boom Computer Age
Digital

Age

AI

Revolution?
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The US Labor Market has Been Adaptive Over Time

Agriculture Manufacturing Mining & Logging

Information Other Services Construction

Financial Activities Trade, Transportation & Utilities Leisure & Hospitality

Government Professional & Business Services Education & Health Services

• Over time the labor market has adapted as societal needs have changed and as the 
technology available to address those needs has changed. 

• AI is having an impact on junior-level employment in certain industries already.
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Valuations are Elevated but
Far Below Dot-Com Bubble Peaks

Information Technology US Stocks

• Starting valuations are elevated relative to recent history but remain far blow the Dot-
Com bubble peaks. 

• US stocks have become more concentrated, with the top 10 stocks representing 
roughly 40% of the market cap. Earnings are also more concentrated. Those same 10 
stocks generate over 30% of total earnings.
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Consumer Confidence Falls in 2025

Recession Conference Board University of Michigan

• Despite a healthy overall macroeconomic environment in 2025, consumer confidence 
fell throughout the year. 

• The University of Michigan Index of Consumer Sentiment ended 2025 near a 40-year 
low. Consumers cited the persistence of high prices weighing on personal finances.

• These dynamics enforce the notion of a K-shaped economic experience. 
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Upper-Income Consumers
Drive Overall Consumer Spending

Consumer Price Index Lower Income
0-39.9%

Middle Income
40-79.9%

High Income
80-100%

Very High Income
96.6-100%

• Consumer spending has been bifurcated since 2019 between the bottom 80% of 
consumers and the upper 20%. 

• Since 2019, the bottom 80%, incomes roughly less than $175,000, have essentially 
treaded water with overall inflation.

• Upper-income consumers have grown spending strongly and estimates now show that 
the top 10% of consumers by income drive roughly half of overall spending.
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• Overall earnings per share are expected to grow 15%. 
• 2026’s higher expectations create a higher hurdle to clear for positive surprises.
• “Magnificent 7” earnings are forecasted to grow 23%, the remaining S&P 493 13%. 
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S&P 500 Earnings Growth Expectations
2025 vs. 2026
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2026 EXPECTATIONS
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• Overall, expectations for 2026 appear reasonable again. 

• Unforeseeable shocks could shape the year in ways we cannot predict in advance. 

• We believe there are more economic tailwinds than headwinds entering the year. 

• We expect growth, inflation, and job gains to register mildly positive surprises. 

• We expect 2 rate cuts by the Fed but believe 3 cuts is more probable than just 1. 

• We expect earnings to grow double-digits but fall slightly short of 15%. 
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PORTFOLIO POSIT IONING
A S  O F  1 2 / 3 1 / 2 0 2 5

• The positive macroeconomic environment and strong earnings growth prospects create 

opportunities in global equities, albeit at high starting valuations in certain categories. 

• Within fixed income, starting credit spread levels are tight, limiting opportunities. 

• Higher starting yields provide attractive risk-reward opportunities in bonds and rate-

sensitive alternatives.

Asset Class Underweight Neutral Overweight

Global Equities

US Equities

Large Cap

Mid Cap

Small Cap

Developed International

Emerging Markets

Fixed Income

Duration

Credit Quality

Non-Core

Alternatives
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• Asset markets experienced positive performance in 2025, 

driven by solid outcomes that matched expectations.

• As we head into 2026, the economic foundation remains 

strong: 

• Recession risks appear low.

• Business investment is robust.

• Elevated earnings growth expectations set a higher bar for 

positive surprises in 2026.

• Global economic policy uncertainty creates risks and 

opportunities in investment markets.

• The long-term outlook for market returns is favorable.
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Q&A -  THANK YOU!

Thank you for the opportunity to serve on your behalf!
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This document is provided for informational purposes only and does not constitute an offer or 
solicitation to purchase or sell any security or commodity.  The information herein is being 
provided to you on a confidential basis and is intended only for the anticipated recipient or their 
authorized agents.  Any opinions expressed herein are subject to change at any time without 
notice.  Information has been obtained from sources believed to be reliable, but its accuracy and 
interpretation are not guaranteed.  It should not be construed as legal or tax advice and is not 
intended to replace the advice of a qualified attorney or tax advisor. Past performance is not a 
guarantee of future results.  Any decisions based on this information are made at your own risk.
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LONGER-TERM OUTLOOK
1 0 - Y E A R  C A P I T A L  M A R K E T  A S S U M P T I O N S

Historical Returns 10 Year 10 Year
Asset Class Public (94-25) Expected Return Expected Risk

(Dec 2025) (Annualized vol.)
US Large Cap 10.57% 6.50% 17.00%
US Mid Cap 11.02% 8.00% 19.00%
US Small Cap 9.78% 8.25% 21.00%
Developed International Equities 6.28% 7.00% 18.00%
Emerging International Equities 5.14% 7.75% 22.00%
Core Fixed Income 4.15% 4.00% 5.50%
Non-Core Fixed Income 7.07% 5.50% 11.00%
Diversified Alternatives 7.16% 6.00% 8.00%
Cash 2.49% 3.50% 0.50%
Inflation 2.53% 2.50% 1.50%

60/40 Public Portfolio 5.65% 11.00%
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