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Winner-Takes-All Playbook
Collides with Multipolarity

In the final weeks of the summer, I participated in a number of seminars,
retreats and discussions in the run-up to the Jackson Hole Economic Policy
Symposium (August 27-29) and the meeting of G20 Finance Ministers and
Central Bank Governors (August 31 to September 1). [ presented my views on
the competing structural forces that I refer to as the*“Six Ds” that define the macro
regime—Deficits, Deregulation, De-carbonization, De-population, De-
globalization, and De-dollarization—reinforcing regime change toward higher
rates, volatility and risk premium (see The Great Unwind: Six Ds shaping the
outlook beyond 2026, Joyce Changetal., 22 Jul). An overriding theme was that two
things can be true at the same time with duration pain coexisting alongside equity
gains.

Key takeaways follow and the views presented do not necessarily coincide with
those of J.P. Morgan’s Global Research franchise.

1. The Fed is prepared to hike, but the bigger variable is a potential “regime
change” mindset.

2. Long-term yields will not be anchored until action is taken on the fiscal
side.

3. Shifts in market structure and US Treasury ownership are now structural
contributors to higher term premium.

4. National security now shapes economic policy, but the risk lies in where
governments draw the line.

5. The world is in an interregnum, or a transitional period between
established orders, rather than settling into a new international order.

6. “Winner-takes-all” narratives, whether applied to the Al frontier model
arms race or to the US-China strategic competition, are rejected by
middle powers.

7. Al investment is a macro shock that can fuse market risk with economic
risk.

History shows that investment booms rarely end gently.

9. China’s system is not built to maximize shareholder value and that
changes how it competes abroad.

10. Tech is driving rapid evolution of payments and settlement rails, but
governance and security frameworks will determine the winners.
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Top 10 Takeaways: Regime change brings
duration pain and equity gains

1. The Fed is prepared to hike, but the bigger variable is a
potential “regime change” mindset.

Fed Chair Warsh’s Jackson Hole speech came as a relief to many observers as it
included a more substantive and traditional institutional discussion of current
economic conditions than previously offered. While there is clarity that the Fed Chair
is prepared to hike ahead of task force recommendations, questions remain on longer-
term objectives that could reshape the Fed’s remit, toolkit, communications, and balance
sheet and push more deference to Treasury. The multi-year operating regime is as
important as the next few meetings as there is less emphasis on incremental FOMC
decisions and more on optionality and avoiding pre-commitment. Our US economics
team are still looking for a hike in December, but according to the team, it doesn’t seem
unreasonable to expect an earlier move, particularly given the growing hawkish chorus
of other Fed officials. They continue to believe the bigger news in determining that
meeting’s outcome will be the August employment and CPI reports (see Not the Warsh
weve seen, Michael Feroli, 28 Aug).

2. Long-term yields will not be anchored until action is taken
on the fiscal side.

Fiscal consolidation is likely necessary for a durable decline in term premia.
Running economies as if in a “war economy” uses fiscal space. Fiscal risks are
materializing and greater reliance on industrial policy is the price for keeping
competition from becoming conflict. Trade chokepoints will endure related to trade and
Al and fragmentation measures are costly, while buffers are running thin. There are no
initiatives to cut spending (or increase revenue) before the end of the year. The 2026
deficit is running ~$170bn YTD more than last year and is projected to be ~$2.1trn for
FY 2026 according to the CBO, or ~6.5% of GDP. Tariffs will likely endure as
governments have no other new fiscal resources that generate revenue.

3. Shifts in market structure and US Treasury ownership are
now structural contributors to higher term premium.

The surge in capex is driving up real rates and crowding out other

investments. Fiscal risks are turning into financial risks as rates are being driven as
much by deficits, issuance, and market structure as by the Fed path. Shifts in Treasury
ownership and declining FX reserves are now structural contributors to higher term
premium. Crowding out is also evident as hyperscalers have dramatically increased
long-term debt issuance, with Al capex issuance in US high grade debt markets running
at double last year’s pace, reaching $266bn YTD compared to $139bn for the full year
in 2025 and just $29bn in 2024 (Figure 1). Our US high grade strategy team projects
$2.1trn of Al capex issuance over the next five years (Figure 2) (see A Capex 2.0: If
You Build It, They Will Finance It - Updated Growth & Capital Markets Forecasts,
Tarek Hamid et al., 17 Jun). At the same time, momentum trading and leverage can
amplify drawdowns and correlation spikes, weakening old heuristics (e.g., “don’t fight
the Fed”).
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Figure 1: USD hyperscaler issuance YTD 2026 has already exceeded
full year 2025
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Figure 2: Anticipated Al capex funding sources
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We assume 2.5% real UST yields in our long-term interest rate models (see 7op 10
Strategic Themes for 2H26 and Beyond: Great Returns, Even Greater Expectations,

Joyce Chang et al., 16 Jul). If expected inflation stays at ~3%, this implies long-term
targets for nominal 10yr US Treasury yield of ~5.5%. At interest rate levels at ~5.5% of
GDP, US net interest costs are expected to double from ~$1trn today to $2.1trn by 2035,
nearly 5% of GDP. Financial repression (e.g., measures aimed at keeping the yield curve
flatter) has re-entered the discussion.

Figure 3: Net interest costs are rising rapidly
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Figure 4: High Treasury yields could push up interest costs
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4. National security now shapes economic policy, but the risk
lies in where governments draw the line.

Nonlinearities in market pricing and energy prices are evident as supply chains,
payments rails, critical minerals, and technology access are weaponized. The danger
is that the definition of national security keeps expanding: if every issue is treated as a
security concern, industrial policy becomes indistinguishable from protectionism,
capital allocation becomes politicized, and economic inefficiencies mount. Rapid, short-
term cross-border capital flows, often referred to as hot-money dynamics, are reviving
debates over capital controls, restrictions on inflows, and broader financial repression.
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5. The world is in an interregnum, or a transitional period
between established orders, rather than settling into a new
international order.

A number of speakers characterized the current regime change as an interwar
interregnum, “a period of transition between two periods of transition,” drawing
on economist Jacob Viner’s view of transitions as endless cycles. As in the period
between WWI and WWII, each “new regime” may trigger a further transition rather
than a stable endpoint. The paradox is that the US-led unipolar system enabled the rise
of emerging markets and China, which now threatens the previous equilibrium.

6. “Winner-takes-all” narratives, whether applied to the Al
frontier model arms race or to the US-China strategic
competition, are rejected by middle powers.

The US tendency to frame the Al race and US-China strategic competition by a
singular winner is not the consensus view among middle powers. Rather than
“choosing sides,” many middle power countries are optimizing for autonomy,
diversification, and bargaining leverage across trade, security, technology, and capital
flows. That said, there was clear recognition that the middle power response has been
disappointing. As the definition of “middle powers” expands, the network grows more
diverse and shares fewer common interests. This makes bloc formation messier,
increases fragmentation risk, and reduces the predictability of cross-border policy
coordination during stress. Europe was viewed as having significant global influence but
not always exercising it fully. Beyond trade agreements, middle powers need funding
and access to stable capital markets since they don’t possess a reserve currency.

Figure 5: MSCI US and Europe share of MSCI World Figure 6: Share of global equity market cap by country
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7. Al investment is a macro shock that can fuse market risk
with economic risk.

Al-related investment is likely to run into trillions of dollars over the next five
years, with capital expenditures in data centers and IT infrastructure estimated at
$6.7trn worldwide by 2030. In the US, a 200GW buildout between 2026 and 2032
could imply $8.2trn in investment, amounting to ~2.8% of cumulative GDP. Economic
risk and market risk are becoming the same risk as household wealth and consumption
sensitivity rise, given the level of global financialization with the total US market cap
now reaching 248% of GDP. Al capex spending is running at 5% of GDP and Al
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contributed $5trn to US household wealth last year. A capex pause would likely hit
earnings, GDP, and consumer sentiment simultaneously. The warning embedded here is
systemic: a crowded, levered “winner-takes-all” feedback loop can end badly, as the
wealth effect has become a macro dependency. US retail investment has increased 50%
since 2023, while the equity share in defined contribution plans is approaching 70%, the
highest in 75 years.

Figure 7: Retail investment flows rose by 50% from 2023 to early 2025 Figure 8: US household ownership of stocks, % of total assets
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8. History shows that investment booms rarely end gently.

Looking at the late 1920s boom and three other interwar booms, each private
investment cycle was the equivalent of 2-4% of GDP and lasted for 2-4 years. None
ended in a soft landing; instead, they often culminated in financial market stress and
recession. The templates are similar, with easy credit and liquidity-financing
investments, reinforced by compelling “new era” stories that included railroads,
telecom, the internet, and real estate. Al fits that template as a capital-intensive buildout
(e.g., data centers, semis, power generation/transmission) that pushes up investment
demand, affects trade and capital flows, and can raise equilibrium rates (r*) before
productivity gains materialize. The endpoint is rarely a “gentle normalization”—it’s
typically a financial rupture (i.e., crash / banking crisis / sudden stop) that forces policy
regime changes after the fact.

9. China’s system is not built to maximize shareholder value
and that changes how it competes abroad.

Speakers made the case that China is becoming the lender of last resort. It has
demonstrated its capability to deploy state-directed finance and industrial policy at scale
and reshape the global capital stock, including in ways that pressure Western industries
and intensify strategic dependence. Importantly, China’s engagement with emerging
economies is gravitating to production networks (e.g., manufacturing, renewables, EVs,
digital services), which means the key question is zow countries integrate into China-
linked supply chains, not simply how much they rely on.
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Figure 9: Commodity export response to DM & China growth
%-pt change in EMX GDP growth for 1%-pt change in DM and CN growth
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Figure 10: Manufacturing export response to DM & China growth
%-pt change in EMX GDP growth for 1%-pt change in DM and CN growth
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Private Limited. Compliance Officer: Ashutosh Sharma; ashutosh.j.sharma@jpmchase.com; +912261575002. Grievance Officer: Ramprasadh
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and Conditions (MITC). The annual Compliance audit report is available at http://www.jpmipl.com/#research.

Indonesia: PT J.P. Morgan Sekuritas Indonesia is a member of the Indonesia Stock Exchange and is registered and supervised by the Otoritas
Jasa Keuangan (OJK).

Korea: J.P. Morgan Securities (Far East) Limited, Seoul Branch, is a member of the Korea Exchange (KRX). JPMorgan Chase Bank, N.A.,
Seoul Branch, is licensed as a branch office of foreign bank (JPMorgan Chase Bank, N.A.) in Korea. Both entities are regulated by the Financial
Services Commission (FSC) and the Financial Supervisory Service (FSS). For non-macro research material, the material is distributed in Korea
by or through J.P. Morgan Securities (Far East) Limited, Seoul Branch.

Japan: JPMorgan Securities Japan Co., Ltd. and JPMorgan Chase Bank, N.A., Tokyo Branch are regulated by the Financial Services Agency in
Japan.

Malaysia: This material is issued and distributed in Malaysia by JPMorgan Securities (Malaysia) Sdn Bhd (18146-X), which is a Participating
Organization of Bursa Malaysia Berhad and holds a Capital Markets Services License issued by the Securities Commission in Malaysia.

Mexico: J.P. Morgan Casa de Bolsa, S.A. de C.V., J.P. Morgan Grupo Financiero is member of the Mexican Stock Exchange (“Bolsa Mexicana
de Valores”) and the Institutional Stock Exchange (“Bolsa Institucional de Valores™), and it is authorized to act as a broker dealer by the
National Banking and Securities Exchange Commission (“Comisién Nacional Bancaria y de Valores”).

New Zealand: This material is issued and distributed by JPMSAL in New Zealand only to "wholesale clients" (as defined in the Financial
Markets Conduct Act 2013). JPMSAL is registered as a Financial Service Provider under the Financial Service providers (Registration and
Dispute Resolution) Act of 2008.

Philippines: J.P. Morgan Securities Philippines Inc. is a Trading Participant of the Philippine Stock Exchange and a member of the Securities
Clearing Corporation of the Philippines and the Securities Investor Protection Fund. It is regulated by the Securities and Exchange Commission.

Singapore: This material is issued and distributed in Singapore by or through J.P. Morgan Securities Singapore Private Limited (JPMSS)
[MDDI (P) 070/08/2026 and Co. Reg. No.: 199405335R], which is a member of the Singapore Exchange Securities Trading Limited, and/or
JPMorgan Chase Bank, N.A., Singapore branch (JPMCB Singapore), both of which are regulated by the Monetary Authority of Singapore. This
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South Africa: J.P. Morgan Equities South Africa Proprietary Limited and JPMorgan Chase Bank, N.A., Johannesburg Branch are members of
the Johannesburg Securities Exchange and are regulated by the Financial Services Conduct Authority (FSCA).
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Securities and Futures Bureau. Material relating to equity securities is issued and distributed in Taiwan by J.P. Morgan Securities (Taiwan)
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Disclosures” in this material.

Thailand: This material is issued and distributed in Thailand by JPMorgan Securities (Thailand) Ltd., which is a member of the Stock Exchange
of Thailand and is regulated by the Ministry of Finance and the Securities and Exchange Commission. The registered address is 548 One City
Center Building, 50th Floor, Ploenchit Road, Lumphini, Pathum Wan, Bangkok 10330.

UK: Research is produced in the UK by J.P. Morgan Securities plc (“JPMS plc”) which is a member of the London Stock Exchange and is
authorised by the Prudential Regulation Authority and regulated by the Financial Conduct Authority and the Prudential Regulation Authority or
J.P. Morgan Markets Limited (“JPMML Ltd”) which is authorised and regulated by the Financial Conduct Authority. Unless specified to the
contrary, this material is distributed in the UK by JPMS plc and is directed in the UK only to: (a) persons having professional experience in
matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000 (Financial Promotion) (Order) 2005
(“the FPO”); (b) persons outlined in article 49 of the FPO (high net worth companies, unincorporated associations or partnerships, the trustees of
high value trusts, etc.); or (¢) any persons to whom this communication may otherwise lawfully be made; all such persons being referred to as
"UK relevant persons". This material must not be acted on or relied on by persons who are not UK relevant persons. Any investment or
investment activity to which this material relates is only available to UK relevant persons and will be engaged in only with UK relevant persons.
A description of J.P. Morgan EMEA’s policy for prevention and avoidance of conflicts of interest related to the production of Research can be
found at the following link: J.P. Morgan EMEA - Research Independence Policy .

U.S.: J.P. Morgan Securities LLC (“JPMS”) is a member of the NYSE, FINRA, SIPC, and the NFA. JPMorgan Chase Bank, N.A. is a member
of the FDIC. Material published by non-U.S. affiliates is distributed in the U.S. by JPMS who accepts responsibility for its content.

General: Additional information is available upon request. The information in this material has been obtained from sources believed to be
reliable. While all reasonable care has been taken to ensure that the facts stated in this material are accurate and that the forecasts, opinions and
expectations contained herein are fair and reasonable, JPMorgan Chase & Co. or its affiliates and/or subsidiaries (collectively J.P. Morgan) make
no representations or warranties whatsoever to the completeness or accuracy of the material provided, except with respect to any disclosures
relative to J.P. Morgan and the Research Analyst's involvement with the issuer that is the subject of the material. Accordingly, no reliance should
be placed on the accuracy, fairness or completeness of the information contained in this material. There may be certain discrepancies with data
and/or limited content in this material as a result of calculations, adjustments, translations to different languages, and/or local regulatory
restrictions, as applicable. These discrepancies should not impact the overall investment analysis, views and/or recommendations of the subject
company(ies) that may be discussed in the material. Artificial intelligence tools may have been used in the preparation of this material, including
assisting in data analysis, pattern recognition, and content drafting for research material. J.P. Morgan accepts no liability whatsoever for any loss
arising from any use of this material or its contents, and neither J.P. Morgan nor any of its respective directors, officers or employees, shall be in
any way responsible for the contents hereof, apart from the liabilities and responsibilities that may be imposed on them by the relevant
regulatory authority in the jurisdiction in question, or the regulatory regime thereunder. Opinions, forecasts or projections contained in this
material represent J.P. Morgan's current opinions or judgment as of the date of the material only and are therefore subject to change without
notice. Periodic updates may be provided on companies/industries based on company-specific developments or announcements, market
conditions or any other publicly available information. There can be no assurance that future results or events will be consistent with any such
opinions, forecasts or projections, which represent only one possible outcome. Furthermore, such opinions, forecasts or projections are subject
to certain risks, uncertainties and assumptions that have not been verified, and future actual results or events could differ materially. The value
of, or income from, any investments referred to in this material may fluctuate and/or be affected by changes in exchange rates. All pricing is
indicative as of the close of market for the securities discussed, unless otherwise stated. Past performance is not indicative of future results.
Accordingly, investors may receive back less than originally invested. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account individual client circumstances, objectives,
or needs and are not intended as recommendations of particular securities, financial instruments or strategies to particular clients. This material
may include views on structured securities, options, futures and other derivatives. These are complex instruments, may involve a high degree of
risk and may be appropriate investments only for sophisticated investors who are capable of understanding and assuming the risks involved. The
recipients of this material must make their own independent decisions regarding any securities or financial instruments mentioned herein and
should seek advice from such independent financial, legal, tax or other adviser as they deem necessary. J.P. Morgan may trade as a principal on
the basis of the Research Analysts’ views and research, and it may also engage in transactions for its own account or for its clients’ accounts in a
manner inconsistent with the views taken in this material, and J.P. Morgan is under no obligation to ensure that such other communication is
brought to the attention of any recipient of this material. Others within J.P. Morgan, including Strategists, Sales staft and other Research
Analysts, may take views that are inconsistent with those taken in this material. Employees of J.P. Morgan not involved in the preparation of this
material may have investments in the securities (or derivatives of such securities) mentioned in this material and may trade them in ways
different from those discussed in this material. This material is not an advertisement for or marketing of any issuer, its products or services, or its
securities in any jurisdiction.

Confidentiality and Security Notice: This transmission may contain information that is privileged, confidential, legally privileged, and/or
exempt from disclosure under applicable law. If you are not the intended recipient, you are hereby notified that any disclosure, copying,
distribution, or use of the information contained herein (including any reliance thereon) is STRICTLY PROHIBITED. Although this
transmission and any attachments are believed to be free of any virus or other defect that might affect any computer system into which it is
received and opened, it is the responsibility of the recipient to ensure that it is virus free and no responsibility is accepted by JPMorgan Chase &
Co., its subsidiaries and affiliates, as applicable, for any loss or damage arising in any way from its use. If you received this transmission in
error, please immediately contact the sender and destroy the material in its entirety, whether in electronic or hard copy format. This message is
subject to electronic monitoring: https://www.jpmorgan.com/disclosures/email
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MSCI: Certain information herein (“Information”) is reproduced by permission of MSCI Inc., its affiliates and information providers (“MSCI”)
©2026. No reproduction or dissemination of the Information is permitted without an appropriate license. MSCI MAKES NO EXPRESS OR
IMPLIED WARRANTIES (INCLUDING MERCHANTABILITY OR FITNESS) AS TO THE INFORMATION AND DISCLAIMS ALL
LIABILITY TO THE EXTENT PERMITTED BY LAW. No Information constitutes investment advice, except for any applicable Information
from MSCI ESG Research. Subject also to msci.com/disclaimer

Any mentions of third-party trademarks, brand names, products, and services are for referential purposes only and any mention thereof is not
meant to imply any sponsorship, endorsement, or affiliation.

Sustainalytics: Certain information, data, analyses and opinions contained herein are reproduced by permission of Sustainalytics and: (1)
includes the proprietary information of Sustainalytics; (2) may not be copied or redistributed except as specifically authorized; (3) do not
constitute investment advice nor an endorsement of any product or project; (4) are provided solely for informational purposes; and (5) are not
warranted to be complete, accurate or timely. Sustainalytics is not responsible for any trading decisions, damages or other losses related to it or
its use. The use of the data is subject to conditions available at https://www.sustainalytics.com/legal-disclaimers. ©2026 Sustainalytics. All
Rights Reserved.
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Morgan any research material received from J.P. Morgan or an authorized third-party (“J.P. Morgan Data”) in any third-party
artificial intelligence (“AI”) systems or models when such J.P. Morgan Data is accessible by a third-party.
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