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Agenda Item No. (4) 
 
To:  OPEB Retirement Investment Trust Board 
  Meeting of March 26, 2026 
 
From:  Cody Smith, Director of Accounting 
  Grant Martinez, Director of Budget and Financial Analysis 
  Jennifer H. Mennucci, Auditor-Controller 
 
Subject:  OPEB RETIREMENT INVESTMENT TRUST BOARD EDUCATION  
 
Recommendation 
 
This report is for informational purposes and requires no action. 
 
Summary 
 
The enclosed educational material will be discussed in more detail by PFM Asset Management, 
(“PFMAM”), Trust Administrator and Investment Advisor, at the OPEB Retirement Investment 
Trust Board meeting of March 26, 2026.   
 
Fiscal Impact 
 
There is no fiscal impact as this report is informational. 
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Monetary Policy (Global):

• The Fed cut rates by 50 bps in Q4 but noted continuing 
challenges in achieving its dual mandate. 

• Markets view policy risks as skewed towards additional 
easing, assuming a more dovish Chair takes office in 
mid‐2026 as expected. 

• Major central banks have an accommodative policy in 
place with the BOJ being the notable exception.

Economic Growth (Global):

• Benefits from the tax and reconciliation bill and 
increases in anticipated AI capex are expected to 
support U.S. growth in 2026. 

• The effects of U.S. government shutdown expected to 
be temporary and fully recouped in 1Q26.

• Strong consumer spending and steadier trade dynamics 
continue to support global growth. 

Inflation (U.S.): 

• While headline inflation moved lower in Q4, significant 
gaps in data collection due to the U.S. government 
shutdown likely biased the data lower, and warrants 
attention.

• Lower shelter inflation continues to support disinflation 
going forward although goods prices continue to 
experience tariff passthroughs.

Financial Conditions (U.S.):

• Financial conditions eased as corporate earnings 
exceeded expectations and tariff concerns abated 
resulting in equities reaching new all‐time highs and 
credit spreads tightening to historical lows. 

• Financial conditions expected to remain tailwind as 
monetary policy eases but any fiscal uncertainty and 
geopolitical risks could reintroduce tighter financial 
conditions over the next 6‐12 months.

Consumer Spending (U.S.): 

• Consumer activity remained resilient through the 
holiday shopping season, highlighting the disconnect 
between slowing sentiment and activity. 

• Consumer spending is dominated by higher‐income 
cohorts pointing to K‐shaped economy. 

• A significant correction in the equity market or a  
material slowdown in the labor market are the largest 
threats to consumer spending.

Labor Markets (U.S.):

• Labor market conditions continued to cool with net new 
job creation close to zero. Initial jobless claims and layoff 
rates remain low, easing some concerns over labor 
weakness. 

• The unemployment rate continued to tick higher, while 
job openings declined and the quits rate remains 
subdued, signaling reduced worker leverage even as real 
wage growth remains positive. 

Corporate Fundamentals:

• Earnings growth expectations are positive across global 
equities with double digit growth expected across U.S. 
and international equity benchmarks.

• In the U.S., M&A and capital spending pickup, tax 
changes and rate cuts are positives while any tariff 
related cost pressures need to be monitored.  

Valuations:  

• U.S. equities and credit markets trade at valuations that 
are expensive relative to their history. 

• Resilient growth, strong earnings growth and higher 
profit margins are supportive of the current valuations 
while inflation and AI related exuberance are not fully 
reflected in the current valuations. 

Political/Policy Risks:

• Some of the policy and trade related uncertainty was 
resolved in 2025.

• The possibility of another U.S. government shutdown, 
legal challenges to tariffs and ongoing geopolitical 
uncertainty are negatives. 

Factors to Consider for 6‐12 Months 

Statements and opinions expressed about the next 6-12 months were developed based on our independent research with information obtained from Bloomberg and FactSet. The views expressed within this 
material constitute the perspective and judgment of PFM Asset Management  at the time of distribution (12/31/2025) and are subject to change.Information is obtained from sources generally believed to be 
reliable and available to the public; however, PFM Asset Management cannot guarantee its accuracy, completeness, or suitability.

Stance Unfavorable to 
Risk Assets 

Stance Favorable to 
Risk Assets 

Current outlook Outlook one quarter ago Negative Slightly 
Negative

Neutral Slightly 
Positive

Positive



January Notable Actions
• January 3‐ Venezuelan President and First lady captured by U.S. Forces.

• January 7‐ The President announced his desire to block defense company dividend 
and stock buybacks via Truth Social post and signed an Executive Order codifying 
policy.

• January 8‐ President Trump called for purchases of $200 billion in mortgage bonds 
to push mortgage rates and monthly payments lower.

• January 9‐ President Trump announced a one‐year 10% cap on credit card interest 
rates.   

• January 9‐ President Trump told reporters that the U.S. “will acquire Greenland 
‘whether they like it or not’.

• January 11‐ Fed Chair Jerome Powell said the DOJ served the Fed with grand jury 
subpoenas and threatened a criminal indictment related to previous testimony 
supplied by the Fed Chair.



Feb Notable Actions
February 3‐ President Trump signs $1.2 trillion government funding package.

February 20 – Supreme court strikes down the tariffs enacted under the International 
Emergency Economic Powers Act (IEEPA). President Trump signed an executive order  
to impose a new global tariff under the  Trade Act of 1974

February 28 – The US and Israel launch attack on Iran, killing Iran’s supreme leader 
along with other senior officials
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Trump Presidency Noteworthy events 

CoPilot Prompt: “List the top ten policy initiatives or legislation, 
executive actions, and/or geopolitical actions initiated so far in 
the Trump 47 presidency.”

• Geopolitics
• Tariffs
• One Big Beautiful 

Bill   
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Geopolitics

Source: Venezuela and the DonroeDoctrine. M. CemblastJP Morgan January 2026

• Focus on the Western Hemisphere and territorial 
expansion (Venezuela, Greenland)

• Shows of strength (Iran, Venezuela)

• Unilateral focus

• Greater geopolitical tail risk
• Policy and regulatory unpredictability



Global Investment Themes

9Source: Bloomberg Finance L.P.,  &  Factset, as of 6/30/2025
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10Source: Factset, European Union Institute for Security Studies, as of 3/5/2026
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Global Uncertainty/Volatility
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Source: PFMAM calculations, Bloomberg Finance L.P., Bureau of Economic Analysis. As of April 2025. 
1Federal Reserve: Tealbook A, September 2018.

Economic Impact

Tariff Revenues

Inflation

Consumer Spending

Tariff Implications

Fed staff research1 suggests each 10% 
increase in the effective tariff rate leads to 
a 0.8% increase in inflation 

Price increases and uncertainty could 
directly impact consumer confidence and 
spending habits

Each $100 billion of tariffs paid by the 
consumer is approximately equal to a 0.4% 
increase in income taxes

12

Preliminary estimates show an 
average effective tariff rate in excess 
of 20%, which would be the highest 

rate in over a century   

Smoot‐Hawley 
Tariff Act 

Fed staff research1 suggests each 10% 
increase in the effective tariff rate leads to 
a 1.4% decrease in GDP



Tariffs

Trade statutes the Administration could invoke to replace the 

13Sources: Andy Laperriere, Piper Sandler February 2026

Trade Statute Description Invoked

Section 122
Trade Act of 1974 Tariffs up to 15% for up to 150 days. An extension requires congressional approval Yes

Section 338
Tariff Act of 1930

If a foreign country discriminates against US commerce, the president can impose duties 
up to 50%. Takes effect 30 days after proclamation

Section 301
Trade Act of 1974

The country level tariff authority. If an investigation by USTR finds that US rights under 
trade agreements are denied or violated, or if a foreign country’s  action is “unjustifiable 
and burdens or restricts United States commerce

Section 232
Trade Expansion Act of 
1962

This is the product level tariff authority based on national security grounds. If an 
investigation finds that an article being imported threatens to impair national security, 
then the administration can “adjust the imports of the article and its derivates”



The One Big Beautiful Bill is a sweeping tax-and-spending reconciliation 
package enacted in July 2025 that permanently extends many of the 2017 
tax cuts, introduces new household and business tax relief, boosts defense 
and border spending, and reduces funding for certain social programs. The 
bill is designed to stimulate near-term economic activity through tax cuts 
and fiscal support, while materially increasing federal deficits over time.

One Big Beautiful Bill

14Source:  CBS News, July 2025



• Consumers aided by tax relief, supports consumption
• Reduced tax uncertainty

• GDP lift from expensing of capex and R & D for corporations

• Growth rates relative to other nations

• Energy, Infrastructure, and defense spending should be aided
• Defense outlays increase by $150 billion over multiple years
• Border support est. $150 billion

One Big Beautiful Bill – Short‐term Impacts

15Source: Yale Budget Labs July 2025, Congressional Research Service July 2025, Trading Key July 2025, 
American Immigration Council 2025.



• Widening of the deficit.  Increase in structure deficit, and possible crowding out 
of private investment.
• Est. $4‐5 trillion reduction in Federal revenues over next 10‐years 

• Potential higher interest rates impacts fiscal flexibility

• Debt financed growth could impact inflationary pressures

• Reduced funding for healthcare and nutritional programs

One Big Beautiful Bill – Long‐term Impacts

16Source: Yale Budget Labs July 2025, Wells Fargo Advisors August 2025
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Current Portfolio
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