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Resilience, inflation and debt: 3 calls for
the global economy

The global economy has shown remarkable resilience to various
unprecedented shocks, but inflation never truly goes away. And might
2026 be the year radical measures need to be taken on debt
sustainability?

Just how resilient will
the global economy
remain in 20267

ING's Base Call: Disconnect between geopolitics and
economies remains

It is remarkable how resilient the global economy has proven to be despite the huge
geopolitical shifts and tensions 2025 brought. Stock markets have also quickly adjusted to
the new reality of much more political (news) volatility.

In our base case, this disconnect between geopolitics and the global economy will continue
in 2026 even though trade tensions are more likely to re-accelerate than fade away, and
geopolitical tensions aren't going anywhere, either. This is especially true in Ukraine, where
the outlook remains deeply unclear. In what some have called ‘the age of instability,’
political crises and tensions will ebb and flow across Europe and America, yet - assuming all
else remains equal - the global economy should hold steady. We expect fiscal and
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monetary policy to at least partly offset these tensions and safeguard the global economy
against long-lasting turbulence.

Our risky call: Shorter inflation cycles

Since the pandemic, inflation is back. Its surge triggered aggressive monetary policy tightening,
which was quickly reversed as inflation then slowed. Even though inflation has remained slightly
too high to give central banks full comfort, it does seem to have become less of a concern. After
the long inflation cycle, our risky call is that many economies could see shorter inflation cycles this
year and beyond as both inflationary and disinflationary forces are strengthening.

In the short run, cyclical disinflation on the back of weaker labour markets and slowing wage
growth could still prevail. However, the delayed impact of tariffs and fiscal stimulus could still
easily reignite things later in the year. Consequently, 2026 could mark the beginning of a stop-
and-go inflation pattern, with shorter but more frequent cycles.

Our bold call: The return of QE

Most governments of industrialised countries are currently facing the same dilemma: how to pay
for things they can't afford. This holds true for the US, where tariff revenues have risen but remain
far too small to fund any additional stimulus - stimulus that could be needed to support the
economy or make living costs more affordable. But in Europe, too, where investment needs are
high, demographic change is adding to fiscal pressures, and there seems to be little appetite for
structural reforms or austerity.

In this world, government debt will continue to increase. While our base case foresees no
significant implications from higher debt in 2026, a bold call is clearly the return of asset
purchases. As the industrial world increasingly enters an era of fiscal dominance and central banks
would rather avoid returning to the zero-interest rate bound, a return to asset purchases,
voluntarily or gently forced by governments, could easily be on central banks’ policy menu again.

Author

Carsten Brzeski
Global Head of Macro
carsten.brzeski@ing.de

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
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possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BRO00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit www.ing.com.
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