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Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. 
Investors may not get back the amount originally invested.

Key takeaways:

• Major central banks have raised interest rates again, while the Bank of England (BoE) held steady. Increased 

borrowing and concerns over government finances are also keeping pressure on bond yields.

• Higher bond yields can offer more income but they could weigh on existing bonds and share prices. However, strong 

company profits have helped stock markets remain relatively resilient.

• Inflation, developments in the Middle East and upcoming elections could influence markets. Investors may also 

focus on companies' latest financial results, particularly whether AI spending translating to revenue growth.

How are central banks and geopolitics shaping markets?

Borrowing costs remain a key focus for investors. Several major central banks, including the US Federal Reserve (Fed), 

European Central Bank (ECB) and Bank of Japan (BoJ), raised interest rates in September, while the BoE held steady. 

These decisions come amid inflation concerns, with rising energy prices and supply disruptions linked to the conflict in 

the Middle East adding to price pressures. Central banks raise interest rates to help control inflation. Higher rates make 

borrowing more expensive for households, companies and governments, encouraging saving and slowing spending. 

This helps reduce demand for goods and services, potentially easing pressure on prices.

But central banks aren't the only influence on borrowing costs. Governments and companies also borrow money by 

issuing bonds, which are effectively loans from investors. A bond's yield indicates the annual income it offers relative to 

its price. With governments issuing more bonds and companies raising money to fund AI projects, competition for 

investors' money is increasing. 

Investor concerns about rising government debt and budget deficits in the US, France and UK are adding to this 

pressure. Investors are demanding higher yields to compensate for the perceived risk of lending to these governments. 

Since government bond yields help determine the cost of other borrowing, this can also make it more expensive for 

companies to raise money.

What do higher bond yields mean for investors?

Higher yields can make newly issued bonds more attractive by offering investors more income. However, existing bonds 

typically fall in value when yields rise, as their fixed payments become less appealing than those of newer bonds.

Rising yields can also weigh on share prices by increasing companies' borrowing costs and making some bonds more 

competitive with shares, offering attractive income with generally lower risk. Despite these pressures, stock markets 

remained relatively resilient in early October, supported by strong company profits. Across major stock-market indices, 

analyst consensus estimates expect earnings per share – a measure of company profitability – to grow over the next 12 

months by 17.6% for the S&P 500 (large US companies), 13.0% for the STOXX Europe 600 (European companies, 

including the UK) and 14.2% for the FTSE 100 (large UK-listed companies).1 Forecasts may not come to pass.

Events on our radar

Inflation data and central bank decisions will offer clues about the direction of interest rates. If investors expect further 

rate increases, bond yields could rise and bond prices could fall. Energy prices and developments in the Middle East will 

also remain in focus, given their potential impact on inflation. 

On the political front, October's UK Budget is followed by the US midterms in early November and Spain's snap election 

later that month. Meanwhile, companies will soon report their latest financial results, offering clues about whether AI 

investment is translating into revenue growth.

1  Source: Bloomberg consensus estimates, as of 12 October 2026. Figures represent 
consensus analyst estimates of earnings-per-share growth for the S&P 500, STOXX 
Europe 600 and FTSE 100 over the following 12 months. Forecasts may not come to pass.
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Performance of financial markets, 2021-2026 YTD

The figures shown relate to past performance. Past performance is not a reliable indicator of current or future 

results. Index performance returns do not reflect any management fees, transaction costs or expenses. Indices are 

unmanaged and one cannot invest directly in an index. Source: Bloomberg, as of 30 September 2026.

2021 2022 2023 2024 2025 2026 YTD

US stocks (S&P 500 Total Return Index) 28.71% -18.11% 26.29% 25.02% 17.88% 15.14%

UK stocks (FTSE 100 Total Return Index) 18.44% 4.70% 7.93% 9.66% 25.82% 9.89%

European stocks (STOXX 600 Total Return 
Index)

24.91% -10.64% 15.80% 8.79% 19.80% 9.60%
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This document is marketing material: Before investing please read the Prospectus and the PRIIPs KID available on 
www.blackrock.com/it, which contain a summary of investors’ rights.

Investors should refer to the prospectus or offering documentation for the funds full list of risks.

Capital at risk. The value of investments and the income from them can fall as well as rise and are not guaranteed. 
Investors may not get back the amount originally invested.

Past performance is not a reliable indicator of current or future results and should not be the sole factor of consideration 
when selecting a product or strategy.

Changes in the rates of exchange between currencies may cause the value of investments to diminish or increase. 
Fluctuation may be particularly marked in the case of a higher volatility fund and the value of an investment may fall 
suddenly and substantially. Levels and basis of taxation may change from time to time and depend on personal 
individual circumstances.

BlackRock has not considered the suitability of this investment against your individual needs and risk tolerance. The 
data displayed provides summary information. Investment should be made on the basis of the relevant Prospectus 
which is available from the manager.

Regulatory Information
This document is marketing material and will expire 12 months after issue.

In the UK and Non-European Economic Area (EEA) countries (excluding Switzerland): this is Issued by BlackRock 

Investment Management (UK) Limited, authorised and regulated by the Financial Conduct Authority. Registered office: 

12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in England and Wales No. 

02020394. For your protection telephone calls are usually recorded. Please refer to the Financial Conduct Authority 

website for a list of authorised activities conducted by BlackRock.

In the European Economic Area (EEA): this is issued by BlackRock (Netherlands) B.V. is authorised and regulated by 

the Netherlands Authority for the Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, Tel: 020 – 

549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are usually recorded.

In Italy: For information on investor rights and how to raise complaints please go to 

https://www.blackrock.com/corporate/compliance/investor-right available in Italian.

For investors in Israel

BlackRock Investment Management (UK) Limited is not licenced under Israel's Regulation of Investment Advice, 

Investment Marketing and Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance 

thereunder.

For Switzerland

This is Issued by either BlackRock Investment Management (UK) Limited ( or BlackRock (Netherlands) B.V.. BlackRock 

Investment Management (UK) Limited is authorised and regulated by the Financial Conduct Authority. Registered 

office: 12 Throgmorton Avenue, London, EC2N 2DL. Tel: + 44 (0)20 7743 3000. Registered in England and Wales No. 

02020394. For your protection telephone calls are usually recorded. Please refer to the Financial Conduct Authority 

website for a list of authorised activities conducted by BlackRock. BlackRock (Netherlands) B.V. is authorised and 

regulated by the Netherlands Authority for the Financial Markets. Registered office Amstelplein 1, 1096 HA, Amsterdam, 

Tel: 020 – 549 5200, Tel: 31-20-549-5200. Trade Register No. 17068311 For your protection telephone calls are usually 

recorded.

For investors in South Africa

Please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial Services provider 

with the South African Financial Services Conduct Authority, FSP No. 43288.

Any research in this document has been procured and may have been acted on by BlackRock for its own purpose. The 

results of such research are being made available only incidentally. The views expressed do not constitute investment or 

any other advice and are subject to change. They do not necessarily reflect the views of any company in the BlackRock 

Group or any part thereof and no assurances are made as to their accuracy.

This document is for information purposes only and does not constitute an offer or invitation to anyone to invest in any 

BlackRock funds and has not been prepared in connection with any such offer.

© 2026 BlackRock, Inc. All Rights reserved. BLACKROCK, BLACKROCK SOLUTIONS and iShares are trademarks of 

BlackRock, Inc. or its affiliates. All other trademarks are those of their respective owners. 
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