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

Updates to our investment outlook are underpinned by two key principles. Firstly, investing is all about the long term, so we try to 
identify opportunities that we think can stand the test of time. Secondly, we need to stay alert to opportunities and risks that might 

develop and adapt our outlook accordingly. Below, we outline how our existing investment themes have evolved and introduce some 
new ideas to position portfolios for today’s markets.

1. Diversifying via US healthcare

We still have high conviction in US stocks, particularly given we still see opportunities in the AI trend in 2026 and beyond. However, the 
US stock market has become increasingly concentrated, with the technology sector now accounting for around 34% of the S&P 500 
Index.1 We see an opportunity to balance high-growth AI them es with more defensive sectors supported by steady earnings, such as US 
healthcare.

The sector also offers defensive growth – that is,  it may be able to grow even if the broader economy slows, as people still nee d 

healthcare products and services. It can also help diversify portfolios given its relatively low correlation with US tech.

US healthcare remains a high-conviction area for us. It has solid fundamentals – meaning companies generally have healthy balance 

sheets, predictable demand and stable cash flows. Healthcare companies showed this resilience in Q3, delivering 6% year-on-year 
earnings-per-share (EPS) growth and beating average investment analyst earnings forecasts by 12%.2 Corporate earnings matter because 
they can impact share prices: rising earnings give companies room to invest, return cash to shareholders and support long-term returns. 
US healthcare stock valuations look attractive, with the sector trading at a 20% discount to the broader S&P 500 Index on a price-to-
earnings (P/E) basis.3 

1  Source: Bloomberg, as of 12 January 2026.  2  Source: JP Morgan, as of 14 November 2025.  3  Source: Bloomberg, as of 8 January 2026. 
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1. Diversifying via US 
healthcare
We continue to favour exposure to the 
broad US stock market for access to the 
AI theme. However, the S&P 500 Index 
has become increasingly concentrated 
in tech. Adding US healthcare exposure 

could help to improve portfolio 
resilience, as the sector is supported by 

strong corporate earnings, steady 
demand and relatively attractive 
valuations.

3. The EM opportunity
Emerging market (EM) stocks offer 
potential opportunities to diversify 
portfolios and tap into different 

tailwinds, in our view. China offers an 
alternative tech exposure versus 
developed market/US tech, while India 
provides a more defensive, less tech-

heavy option that tends to be steadier 
when global tech stocks experience 

volatility.

2. UK dividends as an 
income source
We see opportunities to complement 
UK government bonds (gilts), which 
offer relatively resilient income, with 
dividend stocks. These pay regular 
income, while allowing investors to 

benefit if share prices rise. In the UK, 
dividend stocks are tilted towards 

sectors we like and offer relatively 
attractive income, in our view.
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Our investment themes for 2026:

In 2025, investors cautiously added exposure to areas of the market that they saw as offering better 

growth opportunities, taking on more risk but doing so in a controlled way. This aligns well with our 
investment themes for 2026, where we look at complementing US tech exposures with US healthcare, 

building portfolio resilience through income sources such as dividend-paying stocks, and capturing 

potential opportunities in emerging markets (EM).
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Investor sentiment has improved as global flows into exchange -
traded products (ETPs) tracking the sector turned positive in 2025, 
with $7.1B of inflows after two years of outflows.4

Chart 1: Valuations for US healthcare stocks look attractive, 
relative to the broader US stock market
Valuation multiples (price-to-earnings ratio) 

Source: Bloomberg, as of 5 January 2026.

2. UK dividends as an income source 
We see income as an important source of resilience, as it can help 
cushion portfolios during periods when growth-oriented assets 

come under pressure. Growth-oriented assets are typically 
investments that rely more on rising prices for returns and tend to 
be more sensitive to changes in interest rates or economic 
conditions. 

By contrast, income-oriented assets focus on providing regular cash 

flows, through interest or dividends, which can help smooth 
returns during more volatile market periods.

In previous Outlooks, we’ve highlighted UK government bonds, or 
gilts, and corporate bonds as ways to access this resilience, and we 
continue to see a role for both of these as part of diversified 
income allocations. At the same time, given ongoing m arket 

volatility and the modest levels of income available from some 
bond markets, we see m erit in broadening sources of income.

We are therefore looking at income stocks – also known as 
dividend-paying stocks – as another way to unlock reliable income. 
Adding exposure to companies that pay regular dividends can help 
strengthen portfolios by providing a steady income stream, while 
still offering potential for share price growth. 

The broad UK stock market has historically been a strong source of 
income. Investors may be able to tap into even more attractive 
income opportunities through exposures focused on companies 
that not only pay relatively high dividends, but also appear well 
placed to sustain them. 

UK dividend stocks also tilt toward financials – a sector we like, 
particularly as we see tailwinds for banks.
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Chart 2: UK dividend income stocks have outperformed the broad 
UK market last year
FTSE Dividend Index versus FTSE 100, 2025 – 2026 YTD

The figures shown relate to past performance. 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. 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 6 January 2026.

3. The EM opportunity 

Emerging markets (EM) are becoming an increasingly important 
component of global stock portfolios, building on themes we 

discussed throughout last year, including our conviction in India. 
Supportive economic conditions and distinct growth drivers make 
the case for EM exposure particularly compelling. Many EM central 

banks are cutting interest rates and are likely to continue, while 
developed market central banks have also lowered rates but 

appear close to the end of their rate-cutting cycles.

EM exposures may offer diversification benefits.  They can provide 
an alternative source of tech exposure, through markets such as 

China. Markets such as India are less tech-heavy and supported by 
long-term drivers including digitalisation, population growth and 
strong dom estic investor participation. Indian stocks may also be 

supported by an improved earnings outlook, which has led to 
valuations becoming more reasonable. The forward P/E ratio for 
the MSCI India Index has eased to 25.2x, down from the peak of 

30.7x in October 2020, as stronger earnings growth has outpaced 
price appreciation.5

Chart 3: 2025 was a record year for inflows into EMEA-listed 
emerging market stock ETPs
Flows in USD from 2012 – 2025

Source: BlackRock and Markit, as of 11 December 2025.
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4  Source: BlackRock and Markit, as of 31 December 2025.  5  Source: Bloomberg, as of 12 January 2026.
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Performance of stock market indices referenced in this document, 2020-2025

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 31 Decem ber 2025.

2020 2021 2022 2023 2024 2025

FTSE Dividend+ Total Return Index -16.2% 24.2% -1.5% 6.9% 12.8% 33.0%

FTSE 100 Total Return Index -11.5% 18.4% 4.7% 7.9% 9.7% 25.8%

MSCI India Net Total Return Index 15.6% 26.2% -8.0% 20.8% 11.2% 2.6%
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Risk Warnings

Capital at risk. The value of investments and the incom e 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 m ay be 

particularly m arked in the case of a higher volatility fund and the value of an investment may fall suddenly and substantiall y. Levels and 

basis of taxation may change from time to time and depend on personal individual circumstances.

This document is marketing material.

Regulatory Information

In the UK and Non-European Economic Area (EEA) countries: this is issued by BlackRock Advisors (UK) Limited, which is authorised and 

regulated by the Financial Conduct Authority. Registered office: 12 Throgm orton Avenue, London, EC2N 2DL, Tel: +44 (0)20 7743  3000. 

Registered in England and Wales No. 00796793. For your protection, 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 Israel: this is issued by BlackRock Investment Management (UK) Lim ited, 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. 02 020394. 

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 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) Lim ited is not licenced under Israel's Regulation of Investment Advice, Investment Marke ting and 

Portfolio Management Law, 5755-1995 (the “Advice Law”), nor does it carry insurance thereunder.

For investors in South Africa

Please be advised that BlackRock Investment Management (UK) Limited is an authorised Financial Services provider with the Sou th African 

Financial Services Conduct Authority, FSP No. 43288.

For investors in Switzerland

This document is marketing m aterial.

For investors in the Netherlands

Issued in the Netherlands by the Amsterdam branch office of BlackRock (Netherlands) BV: Amstelplein 1, 1096 HA Amsterdam, Tel: +31 

020 549 – 5200. 

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

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 assuran ces 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 Blac kRock 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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