
1

INVESTMENT PERSPECTIVES

KEY TAKEAWAYS

Healthy economic growth, strong corporate earnings, and expanding global investment opportunities could 
continue to support the case for active equity investing.
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	▪ Strong corporate earnings and economic growth have helped support equity markets despite higher interest rates.

	▪ Rising rates have not historically prevented positive equity returns. Over the past 50 years, the S&P 500® Index has 
generated positive average 12-month forward returns across different interest-rate environments, including periods 
of sharp increases in Treasury yields.

	▪ The impact of higher rates varies by sector and business model. While rate-sensitive industries can face pressure, 
other businesses may benefit from higher rates or increased volatility. Understanding those differences can help to 
create opportunities for active equity managers.

	▪ Structural growth trends continue to expand the global equity opportunity. Artificial intelligence (AI), electrification, 
defense spending, and energy infrastructure are supporting investment across industries and geographies, offering 
opportunities beyond the largest U.S. technology companies.

	▪ An active, bottom-up approach that seeks companies with pricing power, scale, and network advantages may help 
investors build portfolios better positioned to sustain earnings growth across changing market environments.
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Rising Rates Have Not Historically Prevented Positive Equity Returns
While higher interest rates can create volatility, their impact on equity performance has historically been less straightforward 
than investors might expect.

An analysis of nearly 50 years of market data shows that the S&P 500 Index generated positive average 12-month forward 
returns across every category of changes in the 10-year Treasury yield, including periods when rates increased sharply (see 
Figure 1). When the 10-year Treasury yield rose between 50 and 75 basis points over six months, the S&P 500 subsequently 
generated an average 12-month return of 11%, with positive returns in 87% of observations. Even when Treasury yields 
increased by more than 75 basis points, the index delivered an average forward return of 9.6%, with positive returns in  
74% of observations.

These results do not suggest that interest rates are unimportant. Rather, they suggest that changes in rates alone have not 
consistently determined equity market performance. Earnings growth, valuations, and the underlying economic environment 
also influence returns.

Higher Rates, Stronger Earnings, Lower Multiples
While interest rates have risen, resilient economic activity and healthy business fundamentals have supported corporate 
earnings growth. Treasury yields reflect a combination of economic growth, inflation expectations, and other factors,  
but for equity investors, what matters most is what drives changes in interest rates and how those changes affect  
corporate earnings.

In the U.S., nominal GDP growth has exceeded 6%, according to the U.S. Bureau of Economic Analysis as of June 30, 2026. 
This could continue to provide a favorable backdrop for corporate profit growth. Despite concerns about elevated equity 
valuations a year ago, the S&P 500 Index subsequently gained over 15.7% on a total return basis, according to Bloomberg, 
for the 12 months ended September 30, 2026. That performance has been accompanied by a decline in the market’s price-
to-earnings (P/E) multiple, according to FactSet as of September 30, 2026, as earnings growth has outpaced share-price 
appreciation. The S&P 500 earnings yield also increased from approximately 4.4% to 5.3%, while the 10-year Treasury yield 
rose from 4.2% to 5.3% (see Figure 2). The increase in earnings yield reflects lower valuation multiples, even as corporate 
profits have continued to grow.

Figure 1. Equity Markets Have Historically Experienced Positive Returns Across Rate Environments
Changes in the 10-year U.S. Treasury Yield versus the S&P 500 average forward return and the percentage of periods with 
positive returns, January 1, 1976-September 30, 2026

Source: Bloomberg and Lord Abbett. Data as of September 30, 2026. For illustrative purposes only and does not represent any specific portfolio managed by 
Lord Abbett or any particular investment. Past performance is not a reliable indicator or guarantee of future results. Indexes are unmanaged, do not reflect the 
deduction of fees or expenses, and are not available for direct investment.
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POSITIVEFORWARD 3M% 
POSITIVEFORWARD 1MFREQUENCY OF OCCURRENCES

+10.5% / 78%+5.9% / 73%+3.1% / 71%+0.9% / 62%51.9%Yield Decline

+9.6% / 76%+5.1% / 75%+2.3% / 61%+1.8% / 74%13.3%0 to +25 bps

+9.7% / 82%+2.9% / 67%+0.9% / 69%-0.2% / 54%10.7%+25 to +50 bps

+11.0% / 87%+6.6% / 79%+2.6% / 68%+0.6% / 64%8.7%+50 to +75 bps

+9.6% / 74%+2.1% / 63%+1.1% / 61%+0.6% / 56%15.6%+75 bps or more
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Source: FactSet and Federal Reserve Bank of St. Louis. Data as of September 30, 2026. Earnings yield is a measure of a company’s or stock index’s earnings relative 
to its market price, expressed as a percentage. It is calculated by dividing earnings per share by the stock price and is the inverse of the price-to-earnings (P/E) ratio. 
A higher earnings yield generally indicates a lower valuation relative to earnings. For illustrative purposes only and does not represent any specific portfolio managed 
by Lord Abbett or any particular investment. Past performance is not a reliable indicator or guarantee of future results. Indexes are unmanaged, do not reflect the 
deduction of fees or expenses, and are not available for direct investment.

Figure 2. Earnings Growth Has Held Up Despite Higher Rates, Making Equity Valuations More Attractive
S&P 500 Index earnings yield and U.S. 10-year Treasury yield, October 31, 2025-September 30, 2026
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Higher equity income potential+ 88 bps5.27%4.39%S&P 500 Earnings Yield

Lower equity valuations-17%18.9x22.8xS&P 500 Forward P/E (NTM)

A similar dynamic has unfolded internationally. Interest rates have risen from historically low levels in Europe and Japan, 
reflecting both inflation and more resilient economic growth. Yet international equities have continued to perform well, with 
the MSCI World Index gaining approximately 15.7% over the preceding 12 months ended September 30, 2026, on a net return 
basis, according to Bloomberg.

The important distinction is that higher rates do not necessarily signal deteriorating conditions for equities. When rates rise 
alongside healthy economic and earnings growth, corporate fundamentals can help offset pressure on valuations.
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Source: FactSet. Data as of September 30, 2026. Past performance is not a reliable indicator or guarantee of future results. Indexes are unmanaged, do not reflect 
the deduction of fees or expenses, and are not available for direct investment.

Figure 3. Dispersion Favors an Active Approach to Equities
MSCI World Index year-to-date security level returns, January 1, 2026-September 30, 2026

Interest Rate Volatility Helps to Create Different Outcomes Across Businesses
The effect of higher interest rates is not uniform across the equity market. Some industries face pressure from higher 
financing costs, while others benefit from changes in rates or increased market activity. Rate-sensitive sectors such as real 
estate investment trusts (REITs) and utilities can face challenges because of their capital requirements and sensitivity to 
financing costs. Conversely, banks as a sector may benefit from higher interest rates, particularly through improved lending 
margins. This may be especially relevant in markets such as Europe and Japan, where interest rates are normalizing after 
prolonged periods of exceptionally low or negative rates.

Interest-rate volatility can also affect businesses differently within the same sector. Financial exchanges, for example, may 
benefit from greater demand for hedging and risk-management products, while credit-rating agencies can face headwinds 
when volatile rates discourage debt issuance. These differences reinforce the importance of evaluating individual business 
models rather than making broad investment decisions based on interest-rate forecasts across markets. 

The wide dispersion in individual stock returns in 2026 also reinforces the case for active security selection. As of September 
30, 2026, 42% of securities in the MSCI World Index had generated year-to-date returns greater than 10%, while 24% 
had declined by more than 10% (see Figure 3). This significant gap in performance highlights the opportunities for active 
managers to distinguish companies with strong fundamentals from those facing greater challenges, including higher  
interest rates.
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A Companies, Not Countries Approach
The wide dispersion in stock returns reinforces the importance of active, bottom-up security selection, in our view. Seeking 
companies with sustainable competitive advantages can help distinguish businesses positioned to sustain earnings growth 
from those more vulnerable to higher costs and competitive pressures.

We believe three broad sources of competitive advantage are particularly relevant:

	▪ Consumer advantage: Companies with differentiated products, strong brands, or customer relationships that support 
pricing power.

	▪ Producer advantage: Businesses with scale, specialized processes, or operating efficiencies that competitors may find 
difficult to replicate.

	▪ Network advantage: Companies whose products or services become more valuable as their networks of customers, 
users, or participants expand.

These business strengths can help companies sustain attractive returns on capital, reinvest in their businesses, and maintain 
earnings growth even as economic conditions change.

 
Structural Growth Trends Help to Broaden Equity Opportunities
Several long-term investment trends continue to help support corporate earnings growth across global markets. AI remains a 
significant driver of capital spending and innovation. While much of the infrastructure investment is currently concentrated in 
the U.S., companies around the world may participate in the supply chain, including semiconductor equipment manufacturers 
and other technology providers.

The opportunity is also expanding beyond infrastructure into companies adopting AI to improve productivity, customer 
experiences, and business operations. Applications range from software development and digital marketplaces to more 
sophisticated automation and transaction processing. Other structural trends include electrification and power-grid 
modernization, which could support a multiyear capital investment cycle. Increased defense spending in Europe and Asia 
is also helping to create demand for specialized industrial and technology companies. Energy infrastructure is another area 
of interest, particularly as global demand for reliable energy supplies supports investment in North American pipelines and 
liquefied natural gas export facilities.

These trends are helping broaden earnings opportunities beyond the largest U.S. technology companies. They also provide 
support for international markets, where stronger structural growth drivers may contribute to a more sustained earnings cycle.

Summing Up
Higher interest rates have pressured equity valuations, but resilient economic growth and strong corporate earnings continue 
to support global equity markets. Historical evidence also shows that rising Treasury yields have not consistently prevented 
positive equity returns.

The impact of higher rates varies across sectors and business models, while structural investment trends are helping to 
create opportunities across global markets. For long-term investors, the focus should remain on seeking companies with 
sustainable competitive advantages, pricing power, and the ability to generate attractive returns on capital. A disciplined, 
bottom-up approach can help capture those opportunities without relying on predictions about the direction of interest rates.
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NOTE: Past performance is no indication or guarantee of future results.
Source: Bloomberg. Returns shown are expressed in percent. Return data is based on U.S. dollar-denominated index data. Performance of the indices may be 
affected by changes in the exchange rates between the currency denomination of the indices and any non-U.S. dollar denomination. None of the performance in this 
table is meant to represent any Lord Abbett products or services.

Past Performance of Selected Indices (Calendar Year):

MSCI WORLD INDEX  (NET)S&P 500 INDEX

21.0917.862025

18.6725.002024

23.7926.262023

-18.14-18.122022

21.8128.682021
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Glossary & Index Definitions
Basis point (bp) is one one-hundredth of a percentage point (0.01%). Basis 
points are commonly used to describe changes in interest rates, bond yields, 
and other financial measures.
Bottom-up investing is an investment approach focused on analyzing 
individual companies, including their financial strength, competitive 
positioning, earnings potential, and valuation, rather than primarily relying on 
broad economic or market forecasts.
Capital expenditures (CapEx) are funds invested by a company to acquire, 
build, upgrade, or maintain long-term assets such as facilities, equipment, 
technology, and infrastructure.
Competitive advantage refers to a company’s ability to outperform 
competitors through characteristics such as pricing power, economies of 
scale, differentiated products, or network effects. Sustainable competitive 
advantages can help protect profitability and support long-term earnings 
growth.
Earnings growth is the increase in a company’s profits over a specified period, 
typically expressed as a percentage.
Earnings yield measures a company’s or stock index’s earnings relative to its 
market price, expressed as a percentage. It is calculated by dividing earnings 
per share by the stock price and is the inverse of the price-to-earnings (P/E) 
ratio. A higher earnings yield generally indicates a lower valuation relative to 
earnings.
Electrification refers to the increasing use of electricity to power activities, 
equipment, and infrastructure that previously relied on other energy sources, 
contributing to investment in power generation, transmission, and electrical 
systems.
Liquefied natural gas (LNG) is natural gas that has been cooled to a liquid 
state for storage and transportation, allowing it to be shipped to markets that 
are not connected by pipelines.
Nominal gross domestic product (GDP) growth measures the increase in the 
total value of goods and services produced by an economy, including the 
effects of inflation.
Price-to-earnings (P/E) ratio is a valuation measure calculated by dividing a 
company’s stock price by its earnings per share. A higher P/E ratio generally 
indicates that investors are paying more for each dollar of earnings.
Real estate investment trusts (REITs) are companies that own, operate, or 
finance income-producing real estate. Their valuations and financing costs 
can be sensitive to changes in interest rates.
Return on invested capital (ROIC) is a financial measure that evaluates how 
efficiently a company generates operating profits from the capital invested in 
its business.
Secular growth trends are long-term economic, technological, or 
demographic developments that can drive business growth over multiple 
years, independent of shorter-term economic cycles.
Sustainable competitive advantage is a company’s ability to maintain a 
favorable competitive position over time through structural strengths that are 
difficult for competitors to replicate.
Valuation multiple is a measure used to assess the price of a company or 
security relative to a financial metric, such as earnings, revenue, or cash flow. 
Multiple compression occurs when investors pay a lower price relative to that 
metric.
10-year U.S. Treasury yield is the yield on U.S. government debt securities 
with approximately 10 years to maturity. It is widely used as a benchmark for 
long-term interest rates and borrowing costs.
S&P 500 Index is a market-capitalization-weighted index of 500 leading 
publicly traded U.S. companies and is widely used as a benchmark for 
large-cap U.S. equity market performance.

MSCI World Index is a global stock market index that tracks large- and 
mid-cap equity performance across 23 developed markets. The index covers 
approximately 85% of the free float-adjusted market capitalization in each 
country.
Bloomberg Index Information 
Source: Bloomberg Index Services Limited. BLOOMBERG® is a trademark and 
service mark of Bloomberg Finance L.P. and its affiliates (collectively 
“Bloomberg”). Bloomberg owns all proprietary rights in the Bloomberg Indices. 
Bloomberg does not approve or endorse this material or guarantee the 
accuracy or completeness of any information herein, or make any warranty, 
express or implied, as to the results to be obtained therefrom and, to the 
maximum extent allowed by law, shall not have any liability or responsibility for 
injury or damages arising in connection therewith.
Morningstar Information: 
Morningstar, Inc. © 2026. All rights reserved. The information contained 
herein is the proprietary information of Morningstar, Inc., may not be copied or 
redistributed for any purpose and may only be used for non-commercial, 
personal purposes. The information contained herein is not represented or 
warranted to be accurate, correct, complete or timely. Morningstar, Inc., shall 
not be responsible for investment decisions, damages, or other losses 
resulting from the use of this information. Past performance is no guarantee of 
future performance. Morningstar, Inc. has not granted consent for it to be 
considered or deemed an “expert” under the Securities Act of 1933.
Indexes are unmanaged, do not reflect the deduction of fees or expenses, and 
are not available for direct investment.
Important Information
The information contained herein is provided by Lord, Abbett & Co. LLC (“Lord 
Abbett”).  Lord Abbett is a registered investment adviser under the U.S. 
Investment Advisers Act of 1940 (the “Advisers Act”), as amended, and is 
subject to the Advisers Act rules and regulations adopted by the U.S. 
Securities and Exchange Commission (“SEC”). Registration with the SEC does 
not imply a particular ability or training. Lord Abbett is a global asset manager 
with headquarters in Jersey City, New Jersey.
Certain information provided in the material has been obtained from third 
party sources and such information has not been independently verified by 
Lord Abbett. No representation, warranty, or undertaking, expressed or 
implied, is given to the accuracy or completeness of such information by Lord 
Abbett or any other person. While such sources are believed to be reliable, 
Lord Abbett does not assume any responsibility for the accuracy or 
completeness of such information. Lord Abbett does not undertake any 
obligation to update the information contained herein as of any future date.
Certain information contained in the material constitutes “forward-looking 
statements,” which can be identified by the use of forward-looking 
terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” 
“estimate,” “intend,” “continue,” or “believe,” or the negatives thereof or other 
variations thereon or comparable terminology. Due to various risks and 
uncertainties, actual events, results or actual performance may differ 
materially from those reflected or contemplated in such forward-looking 
statements. Nothing contained in the material may be relied upon as a 
guarantee, promise, assurance or a representation as to the future.
Market forecasts and projections are based on current market conditions and 
are subject to change without notice. Projections should not be considered a 
guarantee.
Past performance is not a reliable indicator or guarantee of future results.  
All investments involve risk, including the loss of capital.
The views and opinions expressed are those of the Lord Abbett author as of 
the date of the material, and do not necessarily represent the views of the firm 
as a whole. Any such views are subject to change at any time based upon 
market or other conditions and Lord Abbett disclaims any responsibility to 
update such views. References to specific asset classes and financial markets 
are for illustrative purposes only. This material is not intended to be relied 
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upon as a forecast, research or investment advice. Neither Lord Abbett nor the 
Lord Abbett author can be responsible for any direct or incidental loss 
incurred by applying any of the information offered. 
The information in this material does not constitute a distribution, an offer, an 
invitation, a personal or general recommendation or solicitation in any 
jurisdiction. This material has not been reviewed or approved by any regulatory 
authority in any jurisdiction.
None of the information provided should be regarded as a suggestion to 
engage in or refrain from any investment-related course of action as neither 
Lord Abbett nor its affiliates are undertaking to provide impartial investment 
advice, act as an impartial adviser, or give advice in a fiduciary capacity.
Mentions of specific companies are for reference purposes only and are not 
meant to describe the investment merits of, or potential or actual portfolio 
changes related to, securities of those companies.
Unless otherwise noted, all discussions are based on U.S. markets and U.S. 
monetary and fiscal policies.
This material may not be reproduced in whole or in part or any form without 
the permission of Lord Abbett.
Important Information for non-U.S. Investors
Note to Switzerland Investors: In Switzerland, the Representative is ACOLIN 
Fund Services AG, Leutschenbachstrasse 50, CH-8050 Zurich, whilst the 
Paying Agent is Bank Vontobel Ltd., Gotthardstrasse 43, CH- 8022 Zurich. The 
prospectus, the key information documents or the key investor information 
documents, the instrument of incorporation, as well as the annual and 
semi-annual reports may be obtained free of charge from the representative. 
In respect of the units offered in Switzerland, the place of performance is at 
the registered office of the representative. The place of jurisdiction shall be at 
the registered office of the representative or at the registered office or 
domicile of the investor.
Note to European Investors: This communication is issued in the United 
Kingdom and distributed throughout the European Union by Lord Abbett 
(Ireland) Limited, UK Branch and throughout the United Kingdom by Lord 
Abbett (UK) Ltd. Both Lord Abbett (Ireland) Limited, UK Branch and Lord 
Abbett (UK) Ltd are authorized and regulated by the Financial Conduct 
Authority.
A decision may be taken at any time to terminate the arrangements made for 
the marketing of the Fund in any EEA Member State in which it is currently 
marketed. In such circumstances, Shareholders in the affected EEA Member 
State will be notified of this decision and will be provided with the opportunity 
to redeem their shareholding in the Fund free of any charges or deductions for 
at least 30 working days from the date of such notification.
Lord Abbett (Middle East) Limited is authorised and regulated by the Dubai 
Financial Services Authority (“DFSA”). The entire content of this document is 
subject to copyright with all rights reserved. This research and the information 
contained herein may not be reproduced, distributed or transmitted in any 
jurisdiction or to any other person or incorporated in any way into another 
document or other material without our prior written consent. This document 
is directed at Professional Clients and not Retail Clients. Any other persons in 
receipt of this document must not rely upon or otherwise act upon it. This 

document is provided for informational purposes only. Nothing in this 
document should be construed as a solicitation or offer, or recommendation, 
to acquire or dispose of any investment or to engage in any other transaction. 
Nothing contained in this document constitutes an investment, an offer to 
invest, legal, tax or other advice or guidance and should be disregarded when 
considering or making investment decisions.
Note to Singapore Investors: Lord Abbett Global Funds I plc (the “Company”) 
and the offer of shares of each sub-fund of the Company do not relate to a 
collective investment scheme which is authorized under Section 286 of the 
Securities and Futures Act, Ch. 289 of Singapore (“SFA”) or recognized under 
Section 287 of the SFA, and shares in each sub-fund of the Company are not 
allowed to be offered to the retail public. Pursuant to Section 305 of the SFA, 
read in conjunction with Regulation 32 of and the Sixth Schedule to the 
Securities and Futures (Offers of Investments) (Collective Investment 
Schemes) Regulations 2005 (the “Regulations”), the Lord Abbett Global 
Multi-Sector Bond Fund, the Lord Abbett High Yield Fund, the Lord Abbett 
Short Duration Income Fund, the Lord Abbett Ultra Short Bond Fund, the Lord 
Abbett Climate Focused Bond Fund, the Lord Abbett Emerging Markets 
Corporate Debt Fund and the Lord Abbett Multi Sector Income Fund have 
been entered into the list of restricted schemes maintained by the Monetary 
Authority of Singapore for the purposes of the offer of shares in such 
sub-funds made or intended to be made to relevant persons (as defined in 
section 305(5) of the SFA), or, the offer of shares in such sub-funds made or 
intended to be made in accordance with the conditions of section 305(2) of 
the SFA. These materials do not constitute an offer or solicitation by anyone in 
Singapore or any jurisdiction in which such an offer or solicitation is not 
authorized or to any person to whom it is unlawful to make such an offer or 
solicitation.
Note to Hong Kong Investors: The contents of this material have not been 
reviewed nor endorsed by any regulatory authority in Hong Kong. An 
investment in the Fund may not be suitable for everyone. If you are in any 
doubt about the contents of this material, you should consult your 
stockbroker, bank manager, solicitor, accountant or other financial adviser for 
independent professional advice. The Fund is not authorised by the Securities 
and Futures Commission (“SFC”) in Hong Kong pursuant to Section 104 of the 
Securities and Futures Ordinance (Cap 571, Laws of Hong Kong) (“SFO”). This 
material has not been approved by the SFC in Hong Kong, nor has a copy of it 
been registered with the Registrar of Companies in Hong Kong and, must not, 
therefore, be issued, or possessed for the purpose of issue, to persons in Hong 
Kong other than (1) professional investors within the meaning of the SFO 
(including professional investors as defined by the Securities and Futures 
(Professional Investors) Rules); or (2) in circumstances which do not 
constitute an offer to the public for the purposes of the Companies (Winding 
Up and Miscellaneous Provisions) Ordinance (Cap 32, Laws of Hong Kong) or 
the SFO. This material is distributed on a confidential basis and may not be 
reproduced in any form or transmitted to any person other than the person to 
whom it is addressed.
Copyright © 2026 by Lord, Abbett & Co. LLC. All rights reserved.


