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Portfolio construction in an inflationary era

We don’t expect a 2022-style inflation shock, but we recognise that 2026 is no longer a normal inflation environment. In this regime,
bonds may be less reliable as an equity hedge and portfolio construction needs broader inflation protection: selective risk assets,
carry over duration, real and private assets, commodities and gold.

With the last major inflation shock in 2022, H1 2026 has provided
another example of renewed inflationary pressure, this time
driven by an energy supply shock stemming from the conflict
in Iran. These episodes confirm our long-term view that inflation
is becoming more structural and less linear, driven by geopolitical
fragmentation, stronger commodity demand linked to the green
transition, Al and infrastructure and repeated supply-side
disruptions. While 2022 was an extreme event, with inflation
fuelled by a powerful mix of pandemic-era stimulus, supply chain
bottlenecks and energy prices, 2026 is not an extreme inflation
shock, but it still marks a meaningful shift compared to
our original assumption of a normal inflationary backdrop.

Our proprietary model, Inflation Phazer, now points to an
inflationary regime, with US CPI above 3% as the most likely
backdrop for the remainder of the year. A return to a normal
regime phase is more likely from Q2 2027 as the spike in energy
prices fades. This does not mean a repeat of the 2022 shock, but it
signals that inflation is likely to remain high and persistent enough
to shape central bank reaction functions, market behaviour and
portfolio diversification.

The investment implications are significant: monetary policy
is likely to remain less dovish/turn more hawkish, while rate
volatility should stay elevated and term premium may evolve in
a less linear way across bond markets.

Amundi's proprietary Inflation Phazer points to a regime change in inflation
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CPI YoY (%) <2 2-3 3-6 >6

PPI YoY (%) <1 2-3 3-6 >6

PCE YoY (%) <2 2-3 3-6 >6

ULC YoY (%) <1 2-3 3-6 >6

Sources: Amundi Investment Institute, Bloomberg. Data as of 15 June 2026. For illustrative purposes
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When US inflation stays above 3%, bonds have been a less reliable hedge
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As a result, the duration component of a traditional balanced
portfolio may prove less effective as a diversifier, particularly
because bonds may not necessarily remain negatively
correlated with risk assets during inflation-driven market stress
(see figure above). Inflationary shocks push yields higher at a
time when risk assets come under pressure, turning the bond-
equity correlation positive and supporting the case for broader
diversification beyond duration.

At the same time, continued shortages of certain commodities and
minerals, together with structural demand for Al and infrastructure
development should support selected real assets and inflation-
sensitive exposure. A more difficult monetary policy backdrop,
alongside high public debt trajectories and central banks’
diversification away from dollar-based assets should continue
to support demand for gold and precious metals at a solid pace.

1is based on a 12-month rolling window.

In H2 2026, if the global economy remains resilientin an inflationary
environment, then it calls for maintaining exposure to risk assets
with stronger hedges. In equities, the most inflation-resilient areas
areinindustrials, infrastructure, and companies with strong pricing
power. In fixed income, carry appears preferable to duration.
We also believe that gold and commodities more broadly will play a
more reliable role in portfolio diversification to enhance resilience.

Inflationary regime matters: asset class performance changes
materially when the regime moves from normal to inflationary
and cash becomes a structural decision. Gold and commodities
have historically offered stronger relative performance, while the
role of bonds depends on the source and persistence of inflation.

Historical performance of main asset classes under different inflation regimes

YoY % Normal Inflationary

SPX Index 8.9 12.5 7.6 0.5
Gold 3.6 6.7 8.7 29.5
Commodities 9.7 2.7 10.4 22.6
US Treasury 7.4 5.0 5.8 -5.6
IG US 6.6 7.4 7.5 0.3
HY US 3.1 10.2 3.4 -4.3

Sources: Amundi Investment Institute, Bloomberg. Data a ative purposes
With contributions from Laura Fiorot,
Head of Investment Insights & Client
Divisions, Amundi Investment Institute
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To go further: The Amundi Research Center [&]

Amundi Investment Institute, our story

The Amundi Investment Institute was created to enhance strategic dialogue with clients and to cement Amundi's leadership in economic
and financial research. Positioned at the core of the global investment process, the Investment Institute collaborates seamlessly
with Amundi’s investment platforms. It produces analysis on economic and market developments, including their implications for
investors. Our goal is to help clients navigate an increasingly complex and rapidly changing world.

To find out more, please visit: research-center.amundi.com
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IMPORTANT INFORMATION

Unless otherwise stated, all information contained in this document is from Amundi Asset Management S.A.S. and is as of April 2026. Diversification does
not guarantee a profit or protect against a loss. The views expressed regarding market and economic trends are those of the author and not necessarily
Amundi Asset Management S.A.S. and are subject to change at any time based on market and other conditions, and there can be no assurance that
countries, markets or sectors will perform as expected. These views should not be relied upon as investment advice, a security recommendation, or as an
indication of trading for any Amundi product. This material does not constitute an offer or solicitation to buy or sell any security, fund units or services.
Investment involves risks, including market, political, liquidity and currency risks. Past performance is not a guarantee or indicative of future results.
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