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EXECUTIVE PREMISE

For U.S. CEOs, 2026 is a convergence year—not because of a single
dominant shock, but because multiple long-building forces are now
intersecting at the same time. Fiscal policy, trade enforcement,
infrastructure capacity, labor demographics, regulation, capital markets, and
Al adoption are no longer operating independently. They are interacting.

The last decade rewarded speed, leverage, and optionality. The next cycle
rewards discipline, sequencing, and resilience. This is not a forecast of
collapse or recession by default. It is a forecast of constraint—and
constraint fundamentally changes how leadership decisions compound.

This outlook incorporates the most recent legislative, monetary, regulatory,
and market developments as of late 2025. It is designed as a CEO-grade
planning document—balanced in depth across domains, grounded in real
timelines, and focused on preserving strategic optionality.
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l. Fiscal & Policy Environment
From Pretttable Rules to
Managedolatility

The fiscal and policy environment entering 2026 should be
understood not as unstable, but as less predictable and
more politically negotiated. CEOs should assume continuity
punctuated by selective change, targeted sunsets, and
episodic enforcement rather than clean reversals.

@ TCJA After 2025 Legislation: Volatility Replaces the Cliff
The Tax Cuts and Jobs Act originally included a hard sunset at the end of 2025 for many
individual provisions. That structure changed with the signing of the One Big Beautiful Bill
Act (OBBBA) on July 4, 2025, which made permanent core TCJA individual provisions,
including lower individual income tax rates, the doubled standard deduction, the 20%
Qualified Business Income (QBI) deduction, and the higher estate and gift tax exemption.

At the same time, OBBBA introduced temporary provisions that reintroduce time-bound
uncertainty:

® New deductions for overtime, tips, seniors, and auto loans (2025-2028)
® A $40,000 SALT deduction cap reverting to $10,000 in 2030

® 100% bonus depreciation for qualifying property placed in service from January 20,
2025 through the end of 2029

The result is not a single tax cliff, but a rolling sequence of decision points.

CEO implications:

@® Tax planning becomes an ongoing scenario exercise

@® Pricing, compensation, and owner distributions should be stress-tested against
multiple sunset paths

@ Political negotiation risk shifts from universal changes to targeted and abrupt
revisions

~_ Capacity Building © Capacity Building Solutions, Inc. 06
Q a Solutions www.capacity-building.com


http://www.capacity-building.com/

@ Interest Rates: Near Neutral, Cautious Fed
In December 2025, the Federal Reserve cut the federal funds rate by 25 basis points,
placing the target range at 3.5%—3.75%. While this marked a shift from aggressive
tightening, the Fed’'s communication and dot plot signal a hawkish pause, not a return to
easy money. Median projections indicate only one additional cut in 2026 and another in
2027.

There is broad agreement that policy is now at or near neutral. Unless economic
conditions deteriorate materially, the Fed may have reached the endpoint it set for this
easing cycle.

CEO implications:

@® Treatrate declines as tactical relief, not a strategic reset

® Capital remains materially more expensive than the 2010-2021 era

® Credit availability stays selective, especially for leveraged borrowers and CRE
exposure

@® Regulation & Enforcement: Continuity with
Selective Efficiency
Despite rhetoric around streamlining, the most recent federal budget did not materially
reduce regulatory authority or enforcement capacity. Environmental, labor, healthcare,
financial, and data oversight remain structurally embedded.
What has changed is process efficiency at the margin—including modest permitting

streamlining, reporting consolidation, and backlog reduction. Enforcement staffing and
authority, however, remain intact.

CEO implications:

® Compliance should be treated as a leadership responsibility, not a back-office task
® Regulatory exposure increasingly translates into reputational and commercial risk

@® Expect uneven enforcement rather than deregulation
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@ Trade Policy & USMCA Review: Enforcement Over Tariffs

The USMCA mandates a joint review by July 1, 2026, after which the parties must decide
whether to extend the agreement for another 16-year term. By January 2, 2026, the U.S.
Trade Representative must submit to Congress a formal assessment and detailed review
plan.

The review occurs in a trade environment defined less by tariffs and more by enforcement,
national security, and industrial policy. A central focus will be how North America
responds to China’s expanding role in regional supply chains, particularly in Mexico.

In parallel, the U.S. continues Section 232 investigations into timber, copper,

semiconductors, pharmaceuticals, medium and heavy trucks, processed critical minerals,
and commercial aircraft—sectors where Mexico and Canada are major exporters.

CEO implications:
@® Traderisk is continuous and selective, not binary
® Supply chains must be evaluated at the component level

@® Capital investments tied to cross-border sourcing should assume friction, not
stability
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Il. Infrastructure & Energy: Physical
Limits Reassert Control

@ Power Grid Constraints: Energy as a Strategic Asset

Electricity demand is rising rapidly due to Al data centers, electrification, and reshoring.
In PJM alone, consumers are projected to pay an additional $100 billion through 2033
as new data centers exceed available supply. By summer 2026, the region will have just
enough power to meet reliability standards; by 2027, it may fall below them without
intervention.

Texas faces parallel pressure. Senate Bill 6 (effective June 20, 2025) establishes new

interconnection rules for large loads (75 MW+). Beginning in 2026, utilities must have
the capability to remotely disconnect large loads during firm load-shed events.

CEO implications:
@® Power availability becomes a gating factor for growth
® Energy strategy belongs in capital planning, not facilities management

@® On-site generation and redundancy increasingly matter
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@ Domestic Content & Clean Energy Economics

OBBBA reshaped clean energy incentives. Several consumer-facing credits are being

phased out:

® The $7,500 clean vehicle credit sunsets by September 30, 2025

® Residential clean energy and efficiency credits end after 2025

At the same time, domestic content thresholds for remaining incentives continue to rise,

changing project economics.

CEO implications:

® Re-evaluate CAPEX assumptions immediately

® Supplier sourcing directly affects project viability

@® Projects that worked in 2024 may not work in 2026

@ Data Localization & Sovereignty: Fragmented Digital Rules

Become Structural

Data governance has moved from a compliance nuance to a structural design constraint.

Diverging requirements across the U.S., EU, China, and allied jurisdictions are breaking the

assumption that data and workloads can move freely.

CEO implications: Leadership actions:

@® Technology architecture decisions ()
lock in geopolitical exposure

® Vendor selection affects ()
regulatory eligibility

® Compliance failures can disqualify ®
firms from entire markets

Conduct data residency and
vendor provenance audits

Design for segmented or multi-
cloud architectures

Elevate data governance to board-
level oversight
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@ Post-Quantum Transition: A Long-Horizon Security Migration

Post-quantum computing is not an abstract future risk; it is a present strategic exposure.
While practical quantum computers capable of breaking today’s encryption are likely still
years away, adversaries are already engaging in “harvest now, decrypt later” strategies—
collecting encrypted data today with the explicit expectation that it can be broken in the
future.

NIST finalized its first post-quantum cryptography (PQC) standards in 2024 and has
published a clear transition roadmap. Under current guidance, quantum-vulnerable
algorithms will be deprecated and removed from federal standards by 2035, with high-risk
systems expected to transition significantly earlier. Backup standards, including HQC, are
expected by 2027, reinforcing that this is a long, staged migration rather than a one-time
upgrade.

For CEOs, the issue is not theoretical cybersecurity—it is long-duration business risk.
Intellectual property, trade secrets, regulated customer data, defense-related designs,
healthcare records, and financial data all have confidentiality horizons measured in
decades, not years.

CEO implications: Leadership actions:

® Sensitive data created today may @ Inventory sensitive data by
still be valuable when quantum longevity, value, and regulatory
decryption becomes feasible exposure

() Delaylng m|grat|0n concentrates @® Prioritize PQC mlgranon for IP-
future risk and cost heavy, regulated, and government-

facing systems
® Regulatory and customer

expectations will increasingly @ Treat cryptographic transition as
assume PQC readiness an enterprise risk program, not an
IT project
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lll. Workforce & Al:

Demographics, Trust, and
Capability

@ Peak Retirement: Sector-Specific Knowledge Drain

The United States is in the middle of the largest retirement wave in its history. Between
2024 and 2029, more than 30 million Americans will reach age 65, with outsized impacts
in healthcare, manufacturing, construction, utilities, education, scientific and technical
services, and retail.

This is not primarily a hiring challenge. It is a knowledge continuity crisis. Much of the
value walking out the door resides in undocumented process judgment, customer
relationships, safety intuition, and failure experience—none of which are easily replaced
by new hires or automation.

In many organizations, the productivity impact of retirement shows up before vacancies
become visible, as mentoring capacity erodes and decision quality degrades.

CEO implications: Leadership actions:

® Knowledge loss poses greater risk ® mplement phased retirement,
than headcount loss mentorship, and advisory roles

® Succession planning must move @® Systematically capture process and
earlier and deeper into organizations decision knowledge

@ Productivity erosion often precedes ® Redesign roles to retain
staffing shortages experienced workers part-time

@ Housing Lock-In: Mobility Constraints Persist

Mortgage-rate lock-in continues to suppress workforce mobility. Even with modest
interest-rate declines, homeowners with legacy low-rate mortgages remain unwilling to
move. Research shows that rate lock-in explains roughly 44% of the decline in borrower
mobility since 2021.
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Importantly, the constraint is most severe for short-distance moves within metropolitan
areas—precisely the moves that support career progression and internal labor market
efficiency. Long-distance, job-driven moves are less affected, but still below historical

norms.

CEO implications: Leadership actions:

® Local talent upgrading matters @ Investininternal development and
more than national relocation promotion pipelines

® Internal mobility becomes a ® Build leadership depth regionally
strategic capability rather than centrally

® Compensation alone rarely ® Reduce reliance on relocation as a
overcomes housing friction default growth lever

@ Al Adoption & Labor Friction: Defining the Human Role

As Al moves from experimentation to operational deployment, labor tension increasingly
centers on task boundaries, not job elimination. Friction is most acute in customer
service, back-office operations, logistics, media, healthcare administration, and financial
services.

Employees and unions are less concerned about whether Al exists and more concerned
about how it is governed, who controls decision authority, and what work remains human.
Poorly managed Al rollouts often fail not because of technology limitations, but because
of trust breakdowns.

CEO implications: Leadership actions:

@® Al adoption without role clarity @ Explicitly define Al augmentation
creates resistance and delay versus replacement

@ Cultural failure often precedes ® Involve frontline leaders early in Al
technical failure design and rollout

@® Productivity gains are delayed ® Treat communication and
when workforce anxiety is ignored governance as core components of

Al ROI
Capacity Building © Capacity Building Solutions, Inc. 13
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@ Gen Z Evolution: The Al-Native Workforce

In 2026, Gen Z—not Gen Alpha—is the cohort actively reshaping workplace norms. This
generation expects conversational tools, intuitive systems, and rapid access to
information. They are intolerant of static, form-based processes and opaque decision-
making.

Their expectations are not cultural preferences alone—they are productivity drivers.
Systems that are difficult to use are simply bypassed, creating shadow processes and
operational risk.

CEO implications: Leadership actions:

® Systems adoption depends on ® Convert SOPs into searchable,
experience, not mandate conversational tools

@® Training must shift from @® Shorten feedback and learning loops

documentation to interaction

® Modernize onboarding beyond PDFs
® Knowledge access becomes a and policy binders
competitive advantage

e al
— e W
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1IV. Market & Cultural

Dynamics: Polarization,
Symbolism, and Volatility

@® K-Shaped Demand: Middle-Market Compression

Demand in 2026 remains deeply polarized. Asset owners and high-income segments
continue to spend, while middle-market consumers and customers face pressure from
housing costs, debt service, and persistent inflation in essentials.

This dynamic compresses margins for mid-tier offerings while rewarding clear value
leadership or premium differentiation. Businesses attempting to “serve everyone” often
experience declining margins and strategic drift.

CEO implications: Leadership actions:

® Ambiguous positioning destroys ® Identify which customers and
margin segments you are willing to exit

@ Portfolio simplification can ® Reallocate capital toward core
outperform expansion profitable offerings

® Focus increasingly outperforms ® Resistincremental expansion into low-
scale clarity markets

@ America 250: National Celebration Meets Scrutiny

The U.S. semiquincentennial on July 4, 2026 represents a rare cultural moment blending
patriotism, reflection, and identity. Official planning has been underway for nearly a
decade, and public attention will be intense.

At the same time, consumers and stakeholders are increasingly skeptical of symbolic or
performative messaging. Claims around sourcing, values, and heritage will be tested.

~_ Capacity Building © Capacity Building Solutions, Inc. 15
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CEO implications: Leadership actions:

@® Marketing upside is real but ® Align messaging with operational
unforgiving truth
® Reputational risk rises alongside @® Prepare for heightened scrutiny
visibility across supply chains and labor
practices
® Authenticity matters more than
scale ® Engage communities, not just
audiences

€@ FIFA World Cup 2026: Revenue Opportunity with Operational Risk

The World Cup runs from June 11 to July 19, 2026 across 16 North American cities and is
expected to draw 6.5 million attendees. Economic impact is estimated at over $5 billion
nationally, but host cities will also face congestion, staffing strain, and security demands.
For businesses, the risk is not lack of demand, but operational overload during peak

visibility.
CEO implications: Leadership actions:
® Short-term revenue spikes can @ Build delivery buffers and staffing
create long-term brand damage if contingencies
service fails
@® Planremote work and logistics
® Logistics, staffing, and security adjustments in host metros
risks increase sharply in host
regions @ Treat reliability as the primary brand

differentiator

Ah—-s.l—-.... r~
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@ GLP-1 Economy: Health, Productivity, and Consumption Shifts

GLP-1 adoption has crossed 12% of U.S. adults and continues to accelerate. Grocery
spending in households with GLP-1 users has declined by approximately 6%, while
employers face rising pharmacy costs.

The expected launch of oral GLP-1 drugs in 2026 will significantly lower adoption barriers,
accelerating both health and economic effects.

CEO implications: Leadership actions:

® Category demand shifts ® Model demand impacts across
compound over time product categories

® Employer healthcare costs rise @® Budget pharmacy spend realistically

alongside productivity gains

® Integrate benefits strategy into
® HRand commercial strategy workforce planning
increasingly intersect

- Capacity Building © Capacity Building Solutions, Inc. 17
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@ CRE Maturity Wall: Indirect Exposure Is the Real Risk

More than $1.5 trillion in commercial real estate loans mature by the end of 2026.
Distress remains concentrated in office properties, but spillover risk affects lenders,
tenants, suppliers, and service providers.

Even firms with no direct CRE exposure may feel second-order effects through tighter
credit, bank retrenchment, and customer instability.

CEO implications: Leadership actions:

@® Banking partner health affects @ Diversify banking and liquidity
operating stability relationships

@® Credit tightening can arrive @ Stress-test access to credit under
suddenly tightening scenarios

@ Private Credit Shakeout: Counterparty Risk Surfaces

Private credit has grown rapidly over the past decade, filling gaps left by traditional banks.
As refinancing pressure rises, default risk increases among highly leveraged borrowers,
often with limited transparency.

CEO implications: Leadership actions:
@® Supplier and customer failures @ !dentify PE-backed suppliers and
may arrive with little warning assess leverage
® Financial diligence becomes an ® Develop contingency plans for critical
operational requirement counterparties
. Capacity Building © Capacity Building Solutions, Inc. 18
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© Fraud, Deepfakes & Identity Risk: Trust Becomes a Vulnerability

Al-driven impersonation is accelerating. Voice cloning and video deepfakes now allow
attackers to convincingly impersonate executives. High-profile losses—including a ~$25
million fraud at Arup—demonstrate the scale and credibility of the threat.

CEO implications: Leadership actions:

® Speed and urgency are now red ® mplement out-of-band verification
flags for high-risk transactions

® Traditional approval processes are @® Train teams to challenge authority-
insufficient based urgency

@ State-Level Packaging & Environmental Fragmentation

States continue to diverge on packaging bans, extended producer responsibility (EPR)
laws, and material regulations. California remains the bellwether, but other states are
following different paths and timelines.

CEO implications: Leadership actions:

® National SKU strategies face rising @® Track state-level requirements
complexity proactively

® Compliance fragmentation ® Design packaging and sourcing with
increases cost and execution risk flexibility in mind

Capacity Building © Capacity Building Solutions, Inc. 19
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Conclusion:
Leadership Under Constraint

Across every domain explored in this report, one conclusion is unavoidable: 2026 is not a year
that rewards optimism, pessimism, or inertia. It rewards realism and discipline.

The defining feature of the environment ahead is not disruption itself, but the simultaneous
tightening of multiple constraints. Fiscal policy no longer provides clear long-term signals. Trade
rules exist, but enforcement—not certainty—drives outcomes. Infrastructure capacity, especially
power and data, has become a limiting factor. Labor challenges are less about hiring and more
about continuity, trust, and judgment. Capital is available, but no longer forgiving. Technology
accelerates outcomes, but it also accelerates mistakes.

In prior cycles, leaders could offset weakness in one area with strength in another—cheap capital
masked inefficiency, growth masked fragility, speed masked poor sequencing. That margin has
largely disappeared. In 2026, errors compound faster than advantages, and second-order effects
matter more than first-order wins.

The leaders who will outperform in this environment are not those who predict the future best, but
those who:

@® Acknowledge constraints early rather than fight them late
@® Simplify portfolios, structures, and decision rights
@® Preserve optionality instead of maximizing leverage

® Investin trust, continuity, and judgment alongside technology

This report is intentionally not prescriptive. It does not offer a universal playbook, because no
such playbook exists in a period defined by uneven pressure and selective enforcement. Instead,
it provides a framework for asking better questions sooner—before constraint turns into crisis.
The advantage in 2026 will belong to CEOs who slow down just enough to see clearly, decide
deliberately, and move before pressure forces their hand.

Preparation—not prediction—remains the enduring advantage.
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CEO Self-Assessment:
2026 Readiness Diagnostic

This assessment is designed to help CEOs move beyond intuition and surface structural
strengths, hidden fragilities, and blind spots before they are exposed by external pressure. It is
intentionally reflective, not score-driven. The value comes from the quality of discussion it
triggers.

Use this tool in three ways:

@® As aprivate CEO reflection

@® Asa Vistage or peer-group discussion starter
@® As aleadership-team alignment exercise

Answer honestly. Hesitation is data.

l. Fiscal & Policy Resilience

@® Do we actively model multiple tax and policy scenarios, or are we implicitly betting on
today’s rules remaining intact?
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® How exposed are we to targeted changes (sunsets, carve-outs, enforcement shifts)
rather than broad policy moves?

@® If a key deduction, credit, or incentive disappeared in 24 months, how quickly could we
adapt pricing, compensation, or capital allocation?

@® Do we understand where political risk intersects with our customers, suppliers, or ownership
structure?

Reflection prompt: Where are we assuming continuity simply because change feels inconvenient?
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Il. Capital, Infrastructure & Energy Constraints

@® Could power availability, grid access, or utility timelines delay or block any of our growth
plans?

@® Are major capital investments still attractive under today’s incentive rules, sourcing
requirements, and financing costs?

® How dependent are we on a single geography, utility, lender, or infrastructure provider?

@ Have we stress-tested our plans against delays, curtailments, or higher-than-expected
operating costs?

Reflection prompt: Which of our plans fail quietly under constraint rather than dramatically?
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lll. Workforce Continuity & Knowledge Risk

® If our three most experienced people in critical roles left unexpectedly, what knowledge
would disappear with them?

@® Where does institutional knowledge live only in people’'s heads rather than in systems or
processes?

@® Are we intentionally retaining experience through phased retirement, mentoring, or advisory
roles—or hoping it stays?

@ How prepared are we for productivity loss that precedes visible vacancies?

Reflection prompt: What do we know because of people, not because of process?
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IV. Talent Mobility & Organizational Design

® How reliant are we on relocation or external hiring to fill leadership and specialist roles?

® Do ourroles and career paths assume a level of geographic mobility that no longer exists?

@® Are we building leadership depth locally and internally—or importing it expensively and slowly?

® Where are housing costs, commuting friction, or quality-of-life issues quietly limiting
our talent pool?

Reflection prompt: Where is our org chart misaligned with how people can realistically move?
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V. Al Adoption, Trust & Role Clarity

@® Can we clearly articulate which tasks Al will augment, which it will automate, and
which must remain human?

@® Have we involved frontline leaders in shaping Al use—or imposed it top-down?

® Where might Al be increasing speed at the expense of judgment, empathy, or accountability?

® Do employees understand how Al decisions are governed, reviewed, and corrected?

Reflection prompt: Where are we using Al faster than we are building trust?
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VI. Market Positioning & Portfolio Discipline

® Are we clearly positioned as a value provider or a premium provider—or unintentionally
stuck in the middle?

@® Which customers, products, or services absorb disproportionate leadership attention
for marginal return?

® If forced to simplify by 20%, what would we stop doing immediately?

® Where does legacy attachment prevent rational portfolio decisions?

Reflection prompt: What are we keeping because it feels familiar, not because it is resilient?
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VII. Risk Concentration & Operational Fragility

® How concentrated are our banking, supplier, technology, and data dependencies?

@® Where would disruption arrive indirectly rather than through a headline event?

® Do we know which counterparties are financially fragile or highly leveraged?

® How quickly could we operate if a major partner failed or pulled back?

Reflection prompt: Where are we mistaking familiarity for stability?
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VIII. Trust, Security & Decision Integrity

@® Would our current controls prevent a deepfake-driven fraud attempt today?

® Are high-value decisions protected by verification—or speed and authority?

® Do people feel safe slowing things down when something feels off?

® How often do we test, not just assume, our safeguards?

Reflection prompt: Where does urgency override judgment?
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IX. Leadership Capacity & Decision Load

® Are we spending leadership time on the decisions only we can make—or on noise and
escalation?

@® Where has complexity crowded out reflection and judgment?

® Do we regularly step back to reassess assumptions—or only react to pressure?

Reflection prompt: What important decisions are we delaying because they are uncomfortable
rather than unclear?
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X. Readiness Synthesis

® What answers generated the most discomfort?

@® Where did patterns emerge across multiple sections?

@® What one constraint, if addressed in the next 90 days, would most improve our
resilience?

Closing question:

If constraint defines 2026, what must we do differently now to preserve flexibility later?
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