
Key takeaways 

• The tariffs are not gone for good, but they will continue to change. 

• It is unclear if the funds collected from the tariffs will be refunded and how that would be 
completed. 

• Even with the tariff uncertainty, the economy continues to grow modestly with relatively low 
inflation. 

 
(Approximately 3-5 min. read) 
 
With tariffs taking center stage again after the recent Supreme Court ruling, markets have been 
digesting the current and potential future impacts along with the ever-changing U.S. policies. The 
economics team at Frist Trust did a good job breaking down what may or may not happen. We share 
some highlights from their insights below and hope you find it insightful as well. 
 
Higher tariffs not dead 
 
The Trump Tariffs are dead, long live the Trump Tariffs!  
 
As the First Trust economics team expected, the Supreme Court struck down most of the new tariffs 
President Trump had imposed since taking office thirteen months ago. While Congress gave the 
President “emergency” powers to regulate trade in a 1977 law, the Court, in a 6-3 ruling said that law 
does not expressly include tariffs. As a result, many Trump tariffs exceeded the powers Congress 
delegated to the president.  
 
The tariffs struck down include extra tariffs on China, Canada, and Mexico based on illegal immigration 
and drug trafficking, and “liberation day” tariffs intended to address trade deficits. Trade deficits are 
partly due to high levels of investment and consumption where the country imports more goods and 
services than it exports. There were additional duties on Brazil and India, based on the way the former 
country handled the prosecution of its former president and the latter’s handling of Russian oil. 
 
However, other Trump tariffs remain in place. These include those on steel and aluminum as well as 
tariffs on China that date back to the first Trump Administration. In addition, there are other legal 
avenues for President Trump to use to impose tariffs. And the president announced a new 10%+ tariff 
(over the weekend, he said he would raise this to 15%) on the rest of the world using those other legal 
avenues.  
 
In other words, Trump’s tariffs are going to change and evolve but aren’t going away. As a result, the 
reaction in markets is likely to be back and forth until all the smoke clears.  
 
And lost in the noise is that the ruling could lead to a smaller, less intrusive government. The court ruling 
may have been a bitter pill for the Trump Administration to swallow, but over time the reasoning used 
to strike down the tariffs will make it tougher to expand the power of the federal government. For 
example, if a future president wanted to use “emergency” tariffs to punish countries that don’t limit 
carbon emissions or countries that strictly limit immigration, then those tariffs wouldn’t be legal, either.  
 
The big issue remaining to be decided is whether the tariffs struck down by the Court will be refunded. 
The Supreme Court punted that issue back to the lower court. For all we know, that lower court may 
decide a refund would be a windfall gain for some businesses because it was their customers who truly 



paid the extra cost and those customers will not get the refund money. Or, the court could decide 
refunds are due, but it could take years for the refunds to actually happen.  
 
In the meantime, while the Trump tariffs seemingly died, they are not gone for good. And while many 
may hate the tariffs for all kinds of philosophical and economic reasons, the economy continues to grow 
at a modest rate with relatively low inflation. 
 
Source: First Trust, Economic Research Report, February 23, 2026  
 
Allen Feest Kjellberg Wealth Management Group at Morgan Stanley 
Team Updates 
 
If you know anyone who would benefit from the information in this newsletter, please feel free to 
connect them with us and/or forward it to them. 
 
Erik is on call for jury duty this week and will be checking emails and voicemails when possible. 
 
The rest of the team is around this week. 
 

 
Please enjoy this week’s commentaries and links to reports below. To read the full report of any of the 
excerpts below, feel free to reach out to us and request a copy of the full report. 
 
February 25th , 2026 
 
Global Investment Committee Weekly 
The new productivity dynamics 
 
The GenAI-capex-powered economy and its attendant bull market appear to be entering a new phase 
that transcends the broadening and rotation of the past four months of index churn. Investor realization 
that this tech-diffusion cycle is different—with its challenges to growth and productivity assumptions—
seems to be driving the dynamics. First, natural resources are critical to this “tech revolution,” with 
ripple effects from commodities revaluation, and investment extending to areas like construction and 
power generation. We don’t view this revolution as ultimately consumer-centric, but as a rare move 
away from consumption-led and toward investment-led growth. Furthermore, while productivity gains 
may be encouraging, translation to equity markets may be complicated. After all, US indexes have been 
dominated by asset-lite, recurring-revenue tech business models, with dominance tied to zero-marginal-
cost growth, underpinning record profits. These leaders are becoming capital-intensive, cash-flow-
hungry businesses for which incremental AI adoption is driving higher “compute” costs. That said, 
margin gains are likely to shift from tech to nontech, and to infrastructure-linked sectors at the expense 
of consumption-related ones, increasing the need for balanced and diversified 
portfolios. Consider focusing on earnings realization in the US and taking profits in small/micro-cap and 
speculative equities while redeploying to large-cap core and quality names—including select 
Magnificent Seven stocks—broadening to productivity beneficiaries in financials, health care, industrials 
and energy. Balance market-cap- and equal-weighted exposure for passive investors, using active 
management for up to 50% of allocations. Add to rest-of-world equities, focusing on EM. Hedge funds, 
gold and infrastructure remain key allocations. 
 



Fixed Income Insight 
Tech Issuance Losing Its Relative Luster 
 
As the tech sector has turned to debt markets to fund the next leg of the data center build-out, investors 
have squeezed out the “quality discount” previously afforded to tech versus the rest of the investment 
grade corporate bond universe. Cost-of-capital normalization removes yet another factor that has 
supported premium equity valuations. Unfortunately for the sector, widening spreads come as firms are 
not only being questioned about return on investment for capex but as they face potential headwinds 
from rising R&D, higher input costs and potentially changing business models related to the compute-
heavy nature of AI applications. As tech issuance grows as a share of the Bloomberg US Aggregate Bond 
Index, investors need to understand their cross-asset exposure to the GenAI theme. As virtually every 
asset class is leveraged to it in some way, we advise active risk management. 
 
Source: Morgan Stanley – Global Investment Committee, The GIC Weekly, February 23, 2026 
 
First Trust’s Monday Morning Outlook 
Higher tariffs not dead 
 
Please use this link to read a special edition of First Trust’s Economic Research Report: 
 
Higher tariffs not dead 
 
Source: First Trust, Economic Research Report, February 23, 2026  
 
J.P. Morgan’s U.S. Weekly Market Recap 
 
This week in review 

• GDP rose 1.4% in 4Q 

• Mfg. and svcs. PMIs were 51.2 and 52.3 

• Consumer sentiment came in at 56.63  
 
This week ahead 

• Consumer confidence 

• New home sales 
 
New year, new equity market. Value is off to its strongest ever start against growth, and only one Mag 7 
is positive, but it’s reasonable to question both the durability and rationality of parts of this rotation. 
First and foremost, it’s been led by cyclicals like small caps and the energy, industrials and materials 
sectors. While economic growth should accelerate in 2026, it probably won’t last much longer than 
people’s tax refund checks. The cyclical value sectors have also been boosted by the run up in 
commodities. Part of this has been structural; concerns around fiscal deficits and Fed independence are 
boosting gold, and the AI buildout needs copper and precious metals. But there’s also an element of 
speculation. Energy is the best performing sector, up over 20% YTD, despite a negative outlook on oil 
prices, by far the primary determinant of earnings growth. While there are certainly opportunities 
within traditionally cyclical asset classes, like investing down the AI supply chain, or in undervalued small 
cap companies, long-term investors should be skeptical of the broad-based rally. 
 

https://www.ftportfolios.com/Commentary/EconomicResearch/2026/2/23/higher-tariffs-not-dead
https://www.ftportfolios.com/Commentary/EconomicResearch/2026/2/23/higher-tariffs-not-dead


For other sectors, regulation is weighing on returns. In January, President Trump suggested capping 
credit card rates at 10%, and CMS proposed keeping 2027 Medicare Advantage rates roughly flat, 
triggering selloffs in financials and health care, respectively. Defensive value sectors, like consumer 
staples and utilities, are also finally participating in the bull market. But while, utilities are supported by 
AI power demand, consumer staples companies are struggling with tariffs, commodity costs and a 
cautious consumer. Most importantly, this rotation is a lesson in diversification. With the Mag 7 down 
6% and software down 30% from its October peak, sector, style and geographic diversification is the 
seatbelt investors need to stay buckled in on the AI roller coaster. 
 
Source: J.P. Morgan Asset Management, Weekly Market Recap, February 23, 2026 
Weekly Market Recap (jpmorgan.com) 
 
 
BlackRock’s Global Weekly Commentary 
New return drivers in Japan, Europe 
 
Key Points 

• Other mega forces are driving returns beyond AI. This keeps us overweight Japanese stocks, 
while we favor pharmaceuticals and financials in Europe. 

• The U.S. Supreme Court struck down the use of emergency powers to impose tariffs. The 
administration is already taking other measures to reimpose them. 

• Final euro area inflation data is in focus this week after the ECB held rates steady. We see policy 
rates on hold through 2026 if inflation slips below 2%. 

 
Markets are laser-focused on the AI buildout, but opportunities shaped by other mega forces abound. 
Case in point: Japan and Europe are ramping up fiscal spending to boost self-sufficiency amid 
geopolitical fragmentation. Fiscal expansion is just one reason to gain exposure to this evolving trend. In 
Japan, sustained corporate reforms underpin our overweight to equities. In Europe, we focus on equity 
sectors, favoring infrastructure, pharma and financials. 
 
International developed market stocks are outperforming this year, after walloping U.S. counterparts 
last year. Is it too late to jump in? We don't think so. Japan’s return on equity (ROE) has steadily moved 
higher, narrowing the gap with the U.S. and Europe. See the chart. This is not just a sugar rush from 
fiscal expansion. It's very much a slow-burn, structural force: A focus on capital discipline and 
shareholder returns is lifting underlying profitability. Japanese companies are now focused on 
maximizing profits, rather than minimizing debt. And a steady decline in corporate cross-shareholdings 
is making Japan more attractive for foreign investors. In Europe, we think overall ROEs will need to 
improve via productivity gains - rather than being juiced by one-off cyclical boosts. We’re focused on 
sectoral opportunities in the region as a result. 
 
Japan's corporate improvements are taking shape against a benign macro backdrop of strong nominal 
growth plus fiscal spending. Wages are rising, and the end of deflation has allowed companies to raise 
prices without losing demand. We see the historic election win for Prime Minister’s Sanae Takaichi’s 
Liberal Democratic Party offering continuity and predictability on this front. The LDP’s majority supports 
increased fiscal spending on the economy and national security. That fiscal trajectory sits within the 
geopolitical fragmentation mega force: it’s pushing economies toward capacity building, as nations try 
to become more self-sufficient. This broadening shift was on display at the recent Munich Security 
Conference. 

https://am.jpmorgan.com/content/dam/jpm-am-aem/americas/us/en/insights/market-insights/wmr/weekly_market_recap.pdf
https://am.jpmorgan.com/content/dam/jpm-am-aem/americas/us/en/insights/market-insights/wmr/weekly_market_recap.pdf
https://www.blackrock.com/corporate/insights/blackrock-investment-institute/publications/mega-forces/geopolitical-fragmentation


 
Eyeing select sectors in Europe 
In Europe, we like sectors that benefit from this increased spending on defense, infrastructure and 
energy, as we outlined in "What’s needed for Europe’s investment renaissance." We see sectoral 
dispersion driving performance. Pharma is a prime example: the segment has solid earnings, low 
valuations relative to history and growth prospects thanks to AI innovation and a rapidly greying 
population. Financials are another top pick. Europeans are big savers and policymakers are making it 
easier for households to invest - a shift also underway in Japan via the Nippon Individual Savings 
Account (NISA) program - and for companies to raise capital through initiatives such as the EU’s Savings 
and Investment Union (SIU). We see undervalued European financials poised to channel these savings 
into productive investment. 
 
The key risk: fiscal expansion does not come for free in bond markets. Investors are scrutinizing debt 
sustainability and demanding more compensation to hold long-duration paper as governments raise 
strategic spending. That shows up as higher term premia and upward pressure on long-end yields, most 
visibly in Japan but increasingly relevant elsewhere. Beyond this, higher issuance and stickier inflation 
can keep long rates elevated. That is why we stay underweight government bonds, particularly at the 
long end, relative to equities. 
 
Bottom line: Fiscal expansion tied to geopolitical fragmentation is creating return drivers outside of AI. 
We prefer Japanese equities over government bonds on a combo of corporate reforms and fiscal 
support. In Europe, we see sector dispersion driving outcomes. We focus on stimulus beneficiaries such 
as infrastructure, as well as pharma and financials. 
 
Market backdrop 
The Supreme Court ruled against the Trump administration’s use of emergency powers to impose tariffs, 
as expected. The decision doesn’t change the administration’s focus on trade as central to its economic 
and strategic policy, in our view. The White House quickly moved to use other measures to reimpose 
tariffs. The S&P 500 added 1% last week. Brent crude oil climbed about 6% to above $70 per barrel on 
the U.S. military buildup in the Middle East amid tensions with Iran. 
 
We’re watching whether U.S. consumer confidence signals any change in the demand backdrop. We 
also look to final euro area inflation for evidence price pressures are easing after the European Central 
Bank held rates steady earlier this month. We expect steady growth and inflation that could drift below 
2%. This should keep the ECB on hold in 2026 – a sensible choice given upward pressure on inflation 
from supply constraints and loosening fiscal policy. 
 
Source: BlackRock Investment Institute, February 23, 2026 
Click here for entire commentary including important disclosures 
 
 
Thank you, 

 
Erik Feest, CFP®  
CERTIFIED FINANCIAL PLANNER™  
First Vice President, Financial Advisor 
Portfolio Management Director 
Lending Specialist 
CA Insurance License: #0K76762 

https://www.blackrock.com/investing/insights/weekly-commentary
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Named to the 2025 Forbes Best-In-State Wealth Management Teams Ranking 
 
Source: Forbes.com (Awarded Jan 2025) Data compiled by SHOOK Research LLC based for the period from 
3/31/23–3/31/24. Awards Disclosures 
  
NMLS: #1412445 
  
Since 1935, Morgan Stanley has focused on the needs of private investors, and today, our clients entrust us with over 
$4 TRILLION in assets. If you know someone with concerns about a life transition, their investments, retirement 
plans, access to credit and/or lending, or the market in general, please allow us to be a trusted and experienced 
resource for them. We appreciate the opportunity to help. 

 
Diversification does not guarantee a profit or protect against loss in a declining financial market.  
 
The views expressed herein are those of the author and do not necessarily reflect the views of Morgan 
Stanley Wealth Management or its affiliates.  All opinions are subject to change without notice.  Neither 
the information provided nor any opinion expressed constitutes a solicitation for the purchase or sale of 
any security.  Past performance is no guarantee of future results. 
 
Morgan Stanley Smith Barney LLC offers insurance products in conjunction with its licensed insurance 

agency affiliates. 

Because of their narrow focus, sector investments tend to be more volatile than investments that 
diversify across many sectors and companies. 
 
Since long-term care insurance is medically underwritten, you should not cancel your current policy until 
your new policy is in force. A change to your current policy may incur charges, fees and costs. A new 
policy may require a medical exam. Actual premiums may vary from any initial quotation.  
 
Guarantees and contractual obligations are backed by the claims-paying ability of the issuing insurance 
company.   
 
International investing may not be suitable for every investor and is subject to additional risks, including 
currency fluctuations, political factors, withholding, lack of liquidity, the absence of adequate financial 
information, and exchange control restrictions impacting foreign issuers.  These risks may be magnified 
in emerging markets. 
 

https://advisor.morganstanley.com/allen-feest-kjellberg-wealth-management-group
mailto:Erik.Feest@MorganStanley.com
https://advisor.morganstanley.com/allen-feest-kjellberg-wealth-management-group
https://www.forbes.com/lists/wealth-management-teams-best-in-state/?sh=f5c37d876f26
https://www.morganstanley.com/disclosures/awards-disclosure/


Information contained herein has been obtained from sources considered to be reliable, but we do not 
guarantee their accuracy or completeness. 
 
The strategies and/or investments discussed in this material may not be suitable for all investors.  
Morgan Stanley Smith Barney LLC recommends that investors independently evaluate particular 
investments and strategies, and encourages investors to seek the advice of a Financial Advisor or Private 
Wealth Advisor.  The appropriateness of a particular investment or strategy will depend on an investor’s 
individual circumstances and objectives. 
 
The Global Investment Committee is a group of seasoned investment professionals who meet regularly 
to discuss the global economy and markets. The committee determines the investment outlook that 
guides our advice to clients. They continually monitor developing economic and market conditions, 
review tactical outlooks and recommend model portfolio weightings, as well as produce a suite of 
strategy, analysis, commentary, portfolio positioning suggestions and other reports and broadcasts. 
 
The returns on a portfolio consisting primarily of Environmental, Social and Governance (“ESG”) aware 
investments may be lower or higher than a portfolio that is more diversified or where decisions are 
based solely on investment considerations. Because ESG criteria exclude some investments, investors 
may not be able to take advantage of the same opportunities or market trends as investors that do not 
use such criteria. 
 
The Standard & Poor's (S&P) 500 Index tracks the performance of 500 widely held, large-capitalization 
US stocks.  An investment cannot be made directly in a market index. 
 
The Barclays Capital Global Aggregate Bond Index is a market-weighted index of global government, 
government-related agencies, corporate, and securitized fixed-income investments. An investment 
cannot be made directly in a market index. 
 
Bonds are subject to interest rate risk. When interest rates rise, bond prices fall; generally the longer a 
bond's maturity, the more sensitive it is to this risk. Bonds may also be subject to call risk, which is the 
risk that the issuer will redeem the debt at its option, fully or partially, before the scheduled maturity 
date. The market value of debt instruments may fluctuate, and proceeds from sales prior to maturity 
may be more or less than the amount originally invested or the maturity value due to changes in market 
conditions or changes in the credit quality of the issuer. Bonds are subject to the credit risk of the issuer. 
This is the risk that the issuer might be unable to make interest and/or principal payments on a timely 
basis. Bonds are also subject to reinvestment risk, which is the risk that principal and/or interest 
payments from a given investment may be reinvested at a lower interest rate. 
 
Bonds rated below investment grade may have speculative characteristics and present significant risks 
beyond those of other securities, including greater credit risk and price volatility in the secondary 
market.  Investors should be careful to consider these risks alongside their individual circumstances, 
objectives and risk tolerance before investing in high-yield bonds.  High yield bonds should comprise 
only a limited portion of a balanced portfolio.   
 
Investing in commodities entails significant risks. Commodity prices may be affected by a variety of 
factors at any time, including but not limited to, (i) changes in supply and demand relationships, (ii) 
governmental programs and policies, (iii) national and international political and economic events, war 
and terrorist events, (iv) changes in interest and exchange rates, (v) trading activities in commodities 



and related contracts, (vi) pestilence, technological change and weather, and (vii) the price volatility of a 
commodity. In addition, the commodities markets are subject to temporary distortions or other 
disruptions due to various factors, including lack of liquidity, participation of speculators and 
government intervention. 
 
Alternative investments are often speculative and include a high degree of risk. Investors can lose all or 
a substantial amount of their investment. They may be highly illiquid, can engage in leverage, short-
selling and other speculative practices that may increase volatility and the risk of loss, and may be 
subject to large investment minimums and initial lock-ups. They may involve complex tax structures, tax 
inefficient investing and delays in distributing important tax information. They may have higher fees and 
expenses that traditional investments, and such fees and expenses can lower the returns achieved by 
investors. 
 
Equity securities may fluctuate in response to news on companies, industries, market conditions and the 
general economic environment. Companies cannot assure or guarantee a certain rate of return or 
dividend yield; they can increase, decrease or totally eliminate their dividends without notice. 
 
This material is intended only for clients and prospective clients of the Portfolio Management 
program.  It has been prepared solely for informational purposes only and is not an offer to buy or sell 
or a solicitation of any offer to buy or sell any security or other financial instrument, or to participate in 
any trading strategy.  
 
The individuals mentioned as the Portfolio Management Team are Financial Advisors with Morgan 
Stanley participating in the Morgan Stanley Portfolio Management program. The Portfolio Management 
program is an investment advisory program in which the client’s Financial Advisor invests the client’s 
assets on a discretionary basis in a range of securities.  The Portfolio Management program is described 
in the applicable Morgan Stanley ADV Part 2, available at www.morganstanley.com/ADV or from your 
Financial Advisor.  
 
This communication contains links to third party websites that are not affiliated with Morgan Stanley. 
These links are provided only as a convenience. The inclusion of any link is not and does not imply an 
affiliation, sponsorship, endorsement, approval, investigation, verification or monitoring by Morgan 
Stanley of any information contained in any third party website. In no event shall Morgan Stanley be 
responsible for the information contained on that site or your use of or inability to use such site. 
Furthermore, no information contained in the site constitutes a recommendation by Morgan Stanley to 
buy, sell, or hold any security, financial product, particular account or instrument discussed therein. You 
should also be aware that the terms and conditions of such site and the site's privacy policy may be 
different from those applicable to your use of any Morgan Stanley website. 
 
Morgan Stanley Smith Barney LLC does not accept appointments nor will it act as a trustee but it will 
provide access to trust services through an appropriate third‐party corporate trustee. 
 
Investments and services offered through Morgan Stanley Smith Barney LLC.  Member SIPC.  
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