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Executive summary

After a volatile year, business leaders’ view of the
national economic outlook has stabilized, with a subdued
39% holding an optimistic view. While down from a
multi-year high of 65% a year ago, it represents a healthy
recovery from the 2025 midyear survey. Executives’
confidence in their own company performance remains
strong, with 71% reporting optimism for 2026.

Business leaders maintain a cautious global outlook,
with most neutral or pessimistic (73%). Optimism for
local economies has declined from 59% to 44% amid
shifting policies and industry-specific challenges.

Midsize business owners continue to demonstrate
resilience amid ongoing challenges and economic
uncertainty. Roughly three-quarters (73%) expect to
increase revenue in 2026, while 64% project higher profits.
Nearly half (48%) still plan to expand their workforce,

Economic outlook for 2026

50% 23% 28%

29%

GLOBAL ECONOMY

Note: Some numbers may not equal 100% due to rounding.

NATIONAL ECONOMY

even as many incorporate Al into their operations.

Al is beginning to influence workforce planning,
with 27% of leaders anticipating some headcount
impact in 2026. The most common Al applications
midsize businesses use or plan to use include process
automation (62%), predictive analytics (44%) and
market intelligence (42%).

Tariffs have had a significant effect this year: 61% of
respondents report a negative impact on their costs,
while 30% remain unaffected.

Respondents from Innovation Economy companies—
early-stage startups and venture-backed and high-
growth businesses—report higher optimism for their
industry (66%) and company (82%) performance, but
also have higher recession expectations—33% expect
a recession or believe we're already experiencing one.

. Optimistic . Pessimistic

36% 20%

33% 39%

. Neutral

44%

LOCAL/REGIONAL ECONOMY
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A rollercoaster year

The annual Business Leaders Outlook survey, National economic optimism has rebounded to
alongside historical data from the midyear 2025 Pulse 39%—up from its midyear low of 32%, but still 26
survey in June and prior reports, shows that sentiment percentage points below the five-year high reached
has fluctuated meaningfully over the past year. These last year.
shifts may reflect the impact of new tariffs and policy Global economic optimism has returned to nearly
changes introduced in the last 12 months. Rate cuts and the same level (28%) as at the start of 2025. While
anticipated increased market stability may have helped still low, it aligns with the 15-year average of 26%.

ease some of the uncertainty seen in June 2025.
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Leader sentiment split
on recession risk

Recession expectations remain subdued. Half (51%) up from 16% at the start of 2025. This more measured
of business leaders don’t anticipate a recession in 2026. outlook may reflect the impact of 2025 rate cuts,
About one-quarter of respondents expect a recession which occurred in response to a cooling labor market.
or believe we're already experiencing one—down from Looking ahead, Federal Reserve leadership changes
40% two years ago, but still higher than the 14% and policy directions will likely continue to shape
recorded at the beginning of 2025. Uncertainty has business sentiment throughout 2026.

increased, with 22% unsure about a future recession,

51% 17%

of respondents don’t of respondents expect
expect a recession in 2026 a recession

of respondents are unsure of respondents believe we're
about a recession already in a recession

Note: Numbers may not equal 100% due to rounding.
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Despite mixed sentiment on the economic
outlook, most business leaders remain
confident about the year ahead for

their own companies. Navigating macro
uncertainty and managing through
challenges has become the new normal.
Midsize business leaders remain focused
on driving sales and profit growth
regardless of economic conditions.”

y 3 Ginger Chambless
— Head of Market Insights
J.P. Morgan Commercial Banking
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Company confidence holds
as industry sentiment dips

Leaders remain optimistic about their own company This shift highlights how business leaders navigate
performance, with 71% expressing confidence despite uncertainty by focusing on areas where they have the
a more challenging economic environment. In contrast, greatest control and insight. Their ability to adapt and
optimism about industry performance has declined manage through volatility demonstrates a strategic
9 percentage points compared to a year ago. approach to sustaining growth, even as broader

industry sentiment softens.

Outlook for 2026

. Optimistic

. Neutral . Pessimistic

Industry performance

51%

Company performance
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Profit and sales outlooks
remain strong

Business expectations for revenue and profit growth to demonstrate expertise in achieving positive
remain steady, with 73% of leaders anticipating margins and managing their businesses through
increased revenue and 64% expecting higher profits shifting market conditions. This consistent optimism
in 2026—nearly unchanged from last year. Despite highlights their ability to adapt and deliver results,
a turbulent environment, business leaders continue regardless of market conditions.

Business expectations for increases
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Tariffs and uncertainty
top business challenges

While many challenges remain consistent year over
year, 2026 brings notable shifts in what business
leaders’ identify as their primary obstacles. Uncertain
economic conditions are the most frequently cited
challenge this year compared to ranking third last
year—49% of leaders identified them among their top
concerns. Revenue and sales growth continues to rank
second, cited by 33% of respondents. Tariff-related

Impact of tariffs on business costs

(@)
1%
Moderate or

significant
negative impact

issues are emerging as a pressing challenge at 31%,
tying with workforce and labor concerns for third
place.

Tariffs are affecting business costs; 61% of leaders
report a moderate or significant negative impact.
About one-third of respondents (30%) say tariffs
have had no effect on their costs, while 9% report a
moderate or significant positive impact.

Y0

Moderate or
significant
positive impact

O %

No impact

Methodology note: Respondents were asked to identify their top three challenges from a provided list.

Largest challenges for companies

49"

Uncertain
economic
conditions

337

Revenue/
sales growth

31

31

Tariffs Labor
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Profitability focus

rses

alongside M&A interest

Business leaders are prioritizing product innovation
and profitability as growth strategies for 2026. Over
half (58%) plan to introduce new products or services,
while 41% are focused on prioritizing their most
profitable offerings.

Interest in strategic partnerships and investments
rose, with 49% of leaders considering these approaches
compared to 43% last year. M&A appetite has also

Growth strategies for the next 12 months

Introduction of new products/services

Strategic partnerships and/or investments

Prioritization of most profitable products

EZR 5

Mergers and/or acquisitions

. 5
TR

s B

increased, with 39% of respondents citing mergers
and acquisitions as a potential growth strategy—up

8 percentage points from last year. About half of
respondents plan to grow their workforce in 2026,
but planned reductions have also increased. This year,
12% of leaders plan to reduce headcount, compared
to 8% last year.

3
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Employee headcount plans
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“There’s a real sense of momentum
among middle market business leaders
as they prepare to set ambitious
growth plans into motion. We're
seeing founders, leaders and investors
pursuing strategic partnerships,
exploring M&A and thinking

creatively about how to position

their companies for the future.”

Melissa Smith
Co-Head
J.P. Morgan Commercial Banking
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Al drives process change as
workforce impact emerges

Most businesses plan to implement Al in 2026, with growth to process changes that may affect staffing
the greatest focus on process automation (62%), needs. This reflects the varied ways businesses
predictive analytics (44%) and market intelligence are approaching Al adoption rather than uniform
(42%). Only 11% of respondents don’t intend to use Al employment displacement.
applications. While 60% of midsize business leaders This marks the first year our survey has tracked
report that Al will have no impact on headcount in Al's workforce impact, reflecting how Al has moved
2026, others anticipate adjustments as they integrate from an emerging technology to an active business
Al tools—ranging from efficiency gains that support planning consideration.

Impact of Al products and services on hiring in 2026

60O %

Neither increase nor
decrease headcount

1%

Significantly
decrease headcount

(0] -
2%
Significantly increase
headcount

13 %

Don’t know/not sure

13%

Moderately
decrease headcount

11%

Moderately
increase headcount

Top cited use cases for Al in 2026

62%  44% 42%  31% 29

Process Predictive Market Chatbots
automation analytics intelligence processes
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Innovation
ECconomy
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INNOVATION ECONOMY

Startups confront distinct obstacles,
Al adoption accelerates

Responses from leaders of Innovation Economy
companies—early-stage startups and venture-
backed and high-growth businesses—showed strong
optimism in both company (82%) and industry
(66%) performance. Despite this optimism, recession
expectations are higher in this segment, with 33%
anticipating a recession or believing one is already
underway, compared to 25% of U.S. middle market
respondents.

The challenges facing Innovation Economy businesses
differ sharply from those of the broader middle market,
reflecting the current funding environment and the
unique pressures of scaling early-stage companies.
Access to capital or credit is the top concern for 40%
of leaders in this segment, far outpacing the 7%
seen among midsize businesses—consistent with the

52

tighter venture funding landscape where seed-to-
Series-A advancement has become more challenging.
Government policy changes are also a greater worry,
cited by 36% versus 20% in the middle market, as
regulatory uncertainty around emerging technologies
creates additional complexity for companies
navigating rapid growth. In contrast, labor and tariff
concerns are less pronounced. Only 12% and 18%

of Innovation Economy companies named labor and
tariffs as top challenges, compared to 36% and 35%
in the broader group.

Al implementation plans may drive different
workforce decisions among startups, with 24%
expecting their Al adoption to lead to increased
headcount in 2026—more than double the 10%
reported by middle market business leaders.

% 76%

of Innovation Economy
respondents report
tariffs having a negative
impact on business
costs, compared to
64% of middle market
respondents

of Innovation Economy
respondents expect Al
to increase headcount
in 2026, compared to
10% of middle market
respondents

of Innovation Economy
respondents are planning
strategic partnerships/
investments in 2026,
compared to 41%

of middle market
respondents
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Rankings of most cited challenges by respondent type

Innovation Economy Challenge

Uncertain economic conditions

Availability of capital/credit

Revenue/sales growth

Tariffs

Adoption of Al/generative Al

Lack of consumer confidence

Elevated interest rates

Supply chain issues

Foreign exchange volatility

Government policy changes (other than tariffs)

Global unrest/geopolitical concerns

U.S. competition/competitive environment

Labor (including shortages, retaining, recruiting and hiring talent)

Cybersecurity and fraud concerns

Not facing any challenges currently

Middle market

[
BECDOEBRBEBEEEBEBERER

Top differences in cited challenges [ innovation economy B viddle market
40 % 3600 35 % 360/0
0/0 o,
l7_ E = -
Availability of Government policy changes Tariffs Labor (including shortages,
capital/credit (other than tariffs) retaining, recruiting & hiring talent)

Methodology note: Respondents were asked to identify their top three challenges from a provided list.
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The Innovation Economy data
reinforces what we often see:
Companies need distinctive
strategic support. A venture-
backed startup worried about
Series A funding has different
needs from an established
manufacturer dealing with tariff
Impacts. Having advisors who
understand specific industry
challenges and growth patterns
can help clients navigate their
unique situation.”

9

John China
Co-Head of Innovation Economy
J.P. Morgan Commercial Banking
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About the survey

For 15 years, the annual and midyear Business This year, 1,469 respondents completed the online
Leaders Outlook survey series has provided snapshots survey between Nov. 4 and Nov. 25, 2025. Results are
of the challenges and opportunities facing executives of within statistical parameters for validity; the margin
midsize companies. of error is +/- 2.5 percentage points at the 95%

confidence interval.

Who took the survey

40% 8% 29% 16% 6 %

CEO/Chairperson: Owner/Founder/ CFO: 29% Other C-level: 16% Other: 6%
40% Co-Founder: 8%
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our experts

Matt Sable Melissa Smith
Co-Head Co-Head
J.P. Morgan Commercial Banking J.P. Morgan Commercial Banking

Ginger Chambless John China Andrew Kresse
Head of Market Insights Co-Head of Innovation Economy Co-Head of Innovation Economy
J.P. Morgan Commercial Banking J.P. Morgan Commercial Banking J.P. Morgan Commercial Banking
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Helping midsize
businesses grow

With a presence in more than 125 U.S. markets and across
the globe, our middle market bankers and specialists provide
proactive local support backed by global expertise. When you
bank with J.P. Morgan, you gain access to our full range of
resources—from strategic insights to practical solutions.

CONTACT A BANKER

J.PMorgan

© 2026 JPMorgan Chase & Co. All rights reserved. JPMorgan Chase Bank, N.A. Member FDIC. Deposits held in non-U.S. branches are not FDIC insured. Non-deposit products are
not FDIC insured. Visit jpmorgan.com/cb-disclaimer for disclosures and disclaimers related to this content. 2518231
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