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Key takeaways

— Structural inflation does not eliminate the case for growth investments, but it
may change which businesses, strategies, and investment structures are best
positioned to generate long-term capital appreciation.

— Structural inflation may lead some investors to reassess growth exposure across
public and private markets, geographies, sectors, and sources of return rather
than relying on broad equity beta alone.

— Inamore capital-intensive world, pricing power, access to capital, operational
Christopher Hamilton flexibility, and the ability to convert structural investment into sustainable
Head of Client Solutions, Asia Pacific earnings may become increasingly important.

For much of the post-1980 period, the environment for growth investing was exceptionally
supportive. Inflation declined, interest rates fell, globalization expanded, and capital
became progressively cheaper. These conditions supported economic activity, but they
alsoincreased the value investors were willing to assign to earnings expected far into the
future. Growth investing gradually becae associated not only with capital appreciation,
but with long-duration assets, expanding valuation multiples, and business models able to
access abundant capital.

Aworld of structural inflation does not bring growth investing to an end. Economic
expansion, innovation, and productivity remain essential sources of long-term return.
However, the way investors obtain growth exposure may need to evolve. If inflation is
more variable, interest rates remain less predictable, and capital is no longer consistently
inexpensive, the distinction between growth and duration becomes increasingly
important.

This raises a central question: what should a growth portfolio look like when the economic
environment itself has changed?

Growth remains essential

Inthe first article in this series, we organized portfolios around three broad functions:
growth, resilience, and total portfolio integration. Growth assets are responsible for long-
term capital appreciation and may include global equities, private equity, venture capital,
growth-oriented credit, and other return-seeking investments.

The need for this portfolio function has not changed. Most investors cannot achieve their
long-term objectives through defensive and inflation-sensitive assets alone. Pension funds
must fund future liabilities, insurers need to compound capital, sovereign institutions seek
to preserve wealth across generations, and individual investors must maintain purchasing
power over increasingly long investment horizons.

The objective, therefore, is not to reduce growth exposure simply because inflation has
become moreimportant. Itis to construct that exposure more deliberately. In the previous
environment, investors could often rely on broad market appreciation, falling discount
rates, and relatively stable macroeconomic relationships. In the next environment, returns
may depend more heavily on earnings durability, capital discipline, and the ability of
individual businesses to adapt.
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Notallgrowthisthesame

Traditional portfolios frequently treat public equities as the primary growth allocation,
with private equity, venture capital, and growth-oriented opportunistic credit and real
estate managed as separate asset classes. Yet these investments are connected by a
common economic purpose. They provide capital to businesses and participate, directly
orindirectly, in future cash-flow growth and capital appreciation.

Viewed through this lens, the relevant distinction is not simply public versus private. It

is the source and quality of the underlying growth. Some companies depend on cheap
financing, stable input costs, or distant future profits. Others possess pricing power, strong
balance sheets, recurring revenues, or the capacity to fund investment internally. Both may
be described as growth companies, but their sensitivity to inflation and interest rates can
be very different.

Structural inflation may therefore increase the importance of selectivity. Businesses able
to pass higher costs through to customers, improve productivity, or operate with limited
capital requirements may be better positioned than businesses whose margins depend on
permanently low input and financing costs. Equally, capital-intensive companies should
not automatically be avoided. In areas such as energy systems, semiconductor capacity,
automation, and digital infrastructure, rising investment requirements may themselves
create long-term opportunities, particularly where barriers to entry are high and demand is
persistent.

Artificial intelligence illustrates this distinction. It is often discussed as a digital
productivity story, but its development also requires physical investment in data centres,
semiconductors, power generation, transmission networks, and cooling systems. The
opportunity may therefore extend beyond technology platforms to the broader ecosystem
enabling their growth. Ultimately, Alis a physical transformation requiring energy, power
grids, industrial materials, and other infrastructure before its productivity benefits are fully
realized.

Nasdag-100 Index cumulative performance: Dot-combubble vs. Al rally
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Diversifying the growth engine

A more demanding macroeconomic environment may also strengthen the case for
diversifying the growth allocation itself. Global equity indices can provide efficient
access to economic growth, but index-level diversification may conceal significant
concentration in a limited number of companies, sectors, or economic themes. Growth
portfolios may appear diversified by security count while remaining dependent on the
same underlying factors.

Figure2-S&P 500 Index concentration has been atrecord highs
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Market participants may consider combining different forms of growth exposure.

Public markets provide liquidity, transparency, and efficient access to established
businesses. Private markets can provide exposure to companies, operating models,

and value-creation opportunities that may not be available in listed markets. Growth-
oriented opportunistic credit can participate through contractual income and structural
protections, while real assets may combine economic growth with exposure to long-term
capital investment.

The purpose is not to maximize allocations to every available opportunity. Itis to
determine what each investment contributes to the growth function of the total
portfolio. Public and private investments can therefore be evaluated as complementary
implementation vehicles, with attention given to overlapping economic exposures,
liquidity requirements, valuation, and the concentration of risk across the portfolio.
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Growth in amore capital-intensive world

Structural inflation may ultimately reflect a world in which economies must invest
more simply to maintain resilience and support expansion. Supply chains are being
redesigned, energy systems rebuilt, manufacturing capacity duplicated, and digital
networks expanded. These developments can raise costs, but they can also produce a
broader opportunity set for long-term investors.

In this environment, successful growth investing may become less about identifying
the most exciting narrative and more about understanding who supplies the necessary
capital, controls scarce assets, possesses pricing power, and ultimately captures the
economics of investment. Meaningful opportunities may emerge where structural
demand is supported by durable competitive advantages and disciplined capital
allocation.

Conclusion: Redefining growth

Structural inflation does not mean investors should abandon growth but rather define

it more carefully. Growth is not an asset class, a market label, or a particular investment
style. Itis a portfolio outcome generated through participation in expanding cash flows,
productivity, innovation, and economic development.

The post-1980 environment allowed investors to benefit from both economic growth
and steadily declining discount rates. The next era may offer less support from valuation
expansion and place greater emphasis on the underlying quality of earnings and cash
flows. In that world, the objective is not merely to own more growth assets, but to build
adiversified growth engine capable of compounding capital across a wider range of
inflation, interest-rate, and economic outcomes.



4 Invesco

Building portfolios with structural
inflation: Growth

October2026

Investment Risks

The value of investments and any income will fluctuate (this may partly be the result of
exchange-rate fluctuations), and investors may not get back the fullamount invested.
Past performanceis notaguide to futurereturns.

Important Information

This article is for informational purposes only and does not constitute investment advice
or an offer to sell or a solicitation of an offer to buy any financial product. The views
expressed are those of the author as of the date of publication and may change without
notice.

This documentis for Professional Clients only in Dubai, Jersey, Guernsey, Isle of Man,
Ireland, Continental Europe (as defined below) and the UK; for Qualified Clients/
Sophisticated InvestorsinIsrael; for Institutional Investors only in the United

States, for Sophisticated or Professional Investors in Australia; in New Zealand for
wholesale investors (as defined in the Financial Markets Conduct Act); for Institutional
Investors in Chile and Peru; for Institutional or Professional Investors in Colombia;

for Professional Investors in Hong Kong; for Qualified Institutional Investorsin

Japan; in Taiwan for Qualified Institutions/Sophisticated Investors; in Singapore for
Institutional/Accredited Investors; for Qualified Institutional Investors and/or certain
specificinstitutional investors in Thailand; for certain specific sovereign wealth
funds and/or Qualified Domestic Institutional Investors approved by local regulators
onlyinthe People’s Republic of China; for certain specific institutional investors

in Malaysia uponrequest; for certain specific institutional investors in Brunei; for
Qualified Professional Investors in Korea; for certain specific institutional investors
inIndonesia; for qualified buyers in Philippines for informational purposes only;

for Institutional Investors and Advisors in Canada. Itis notintended for and should
not be distributed to, or relied upon by, the public or retail investors. Please do not
redistribute this document.

For the distribution of this document, Continental Europe is defined as Austria, Belgium,
Denmark, Finland, France, Germany, Greece, ltaly, Liechtenstein, Luxembourg, the
Netherlands, Norway, Portugal, Spain, Sweden and Switzerland. This is marketing
material and not financial advice. It is not intended as arecommendation to buy or sell
any particular asset class, security or strategy. Regulatory requirements that require
impartiality of investment/ investment strategy recommendations are therefore not
applicable nor are any prohibitions to trade before publication.

This overview contains general information only and does not take into account
individual objectives, taxation position or financial needs. Nor does this constitute a
recommendation of the suitability of any investment strategy or product for a particular
investor. Investors should consult a financial professional before making any investment
decisions. Itis not an offer to buy or sell or a solicitation of an offer to buy or sell any
security or instrument or to participate in any trading strategy to any personin any
jurisdiction in which such an offer or solicitation is not authorized or to any person

to whom it would be unlawful to market such an offer or solicitation. It does not form
part of any prospectus. While great care has been taken to ensure that the information
contained herein is accurate, no responsibility can be accepted for any errors, mistakes
or omissions or for any action taken in reliance thereon.

The opinions expressed are those of the individuals expressing them personally and may
differ from the opinions of other Invesco investment professionals. Opinions are based
upon current market conditions, and are subject to change without notice. As with all
investments, there are associated inherent risks. Please obtain and review all financial
material carefully before investing. Asset management services are provided by Invescoin
accordance with appropriate local legislation and regulations.

This material may contain statements that are not purely historical in nature but are
“forward-looking statements.” These include, among other things, projections,
forecasts, estimates of income, yield or return or future performance targets. These
forward-looking statements are based upon certain assumptions, some of which are
described herein. Actual events are difficult to predict and may substantially differ from
those assumed. All forward-looking statements included herein are based on information
available on the date hereof and Invesco assumes no duty to update any forward-looking
statement. Accordingly, there can be no assurance that estimated returns or projections
can berealized, that forward-looking statements will materialize or that actual returns or
results will not be materially lower than those presented.
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By accepting this document, you consent to communicate with us in English, unless you
inform us otherwise.

Allinformation is sourced from Invesco, unless otherwise stated.

All data as of October 2026, unless otherwise stated. All data is USD, unless otherwise
stated.

Restrictions ondistribution

Australia

This document has been prepared only for those persons to whom Invesco has provided
it. It should not be relied upon by anyone else. Information contained in this document
may not have been prepared or tailored for an Australian audience and does not constitute
an offer of afinancial product in Australia. You may only reproduce, circulate and use this
document (or any part of it) with the consent of Invesco.

Theinformation in this document has been prepared without taking into account any
investor’s investment objectives, financial situation or particular needs. Before acting on
the information the investor should consider its appropriateness having regard to their
investment objectives, financial situation and needs.

You should note that this information:

« may contain references to dollar amounts which are not Australian dollars;

» may contain financial information which is not prepared in accordance with Australian
law or practices;

+ may not address risks associated with investment in foreign currency denominated
investments;

+ anddoes notaddress Australian tax issues.

+ Issuedin Australia by Invesco Australia Limited (ABN 48 001693 232), Level 26, 333
Collins Street, Melbourne, Victoria, 3000, Australia which holds an Australian Financial
Services Licence number 239916.

Canada

In Canada this document is restricted to Institutional Investors and Advisors, is for
educational purposes only, does not constitute investment, tax or legal advice and should
not be relied on as such. This is not to be construed as an offer to buy or sell any financial
instruments and should not be relied upon as the sole factor in an investment making
decision. As with all investments there are associated inherent risks. Please obtain and
review all financial material carefully before investing. All material presented is compiled
from sources believed to be reliable and current, but accuracy cannot be guaranteed.

+ Issuedin Canada by Invesco Canada Ltd., 130 King Street West, Suite 1900, Toronto,
Ontario M5X 1E3 Canada.

Furtherinformationis available using the contact details shown:

+ Issuedin Austria, Belgium, Denmark, Finland, France, Germany, Greece, ltaly,
the Netherlands, Spain, Sweden, Luxembourg, Norway and Portugal by Invesco
Management S.A., President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg,
regulated by the Commission de Surveillance du Secteur Financier, Luxembourg.

+ Issued in Switzerland and Liechtenstein by Invesco Asset Management (Schweiz) AG,
Talacker 34, 8001 Zurich, Switzerland.

+ Issuedinthe Isle of Man, Ireland, Jersey, Guernsey, Israel and the United Kingdom by
Invesco Asset Management Limited which is authorised and regulated by the Financial
Conduct Authority. Invesco Asset Management Ltd, Perpetual Park, Perpetual Park
Drive, Henley-on-Thames, RG9 1HH, UK.

+ Issued in Dubaiby Invesco Asset Management Limited. Index Tower Level 6 -Unit 616,
P.O.Box 506599, Al Mustaqgbal Street, DIFC, Dubai, United Arab Emirates. Regulated by
the Dubai Financial Services Authority.
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Israel

This document may not be reproduced or used for any other purpose, nor be furnished
to any other person other than those to whom copies have been sent. Nothing in this
document should be considered investment advice or investment marketing as defined
inthe Regulation of Investment Advice, Investment Marketing and Portfolio Management
Law, 1995 (“the Investment Advice Law”). Neither Invesco Ltd. Nor its subsidiaries are
licensed under the Investment Advice Law, nor does it carry the insurance as required of
alicensee thereunder.

Hong Kong

« Issued in Hong Kong by Invesco Hong Kong Limited 2B EEEBHR AT, 45/F,
Jardine House,
1Connaught Place, Central, Hong Kong.

Japan

+ Issuedin Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills
Mori Tower 14F, 6-10-1 Roppongi, Minato-ku, Tokyo 106-6114; Registration Number:
The Director-General of Kanto Local Finance Bureau (Kin-sho) 306; Member of the
Investment Management Association of Japan and the Japan Securities Dealers
Association.

New Zealand

This document is issued only to wholesale investors (as defined in the Financial Markets
Conduct Act) in New Zealand to whom disclosure is not required under Part 3 of the
Financial Markets Conduct Act. This document has been prepared only for those persons
to whom it has been provided by Invesco. It should not be relied upon by anyone else and
must not be distributed to members of the public in New Zealand. Information contained
in this document may not have been prepared or tailored for a New Zealand audience.
You may only reproduce, circulate and use this document (or any part of it) with the
consent of Invesco.

This document does not constitute and should not be construed as an offer of, invitation
or proposal to make an offer for, recommendation to apply for, an opinion or guidance
on Interests to members of the public in New Zealand. Any requests for information from
persons who are members of the public in New Zealand will not be accepted.

+ Issuedin New Zealand by Invesco Australia Limited (ABN 48 001693 232), Level 26,
333 Collins Street, Melbourne, Victoria, 3000, Australia, which holds an Australian
Financial Services Licence number 239916.

Singapore
+ Issuedin Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18-
01Republic Plaza, Singapore 048619.

Taiwan

+ Issued in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047,
Taiwan (0800-045-066). Invesco Taiwan Limited is operated and managed
independently.

United States

«+ Issuedin the United States by Invesco Advisers, Inc., 1331 Spring Street, N.W., Suite
2500, Atlanta, Georgia, 30309.
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