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Executive Summary
• For much of the past two decades, corporate strategy operated within an unusually 

stable macroeconomic environment. Inflation remained subdued, capital was 
inexpensive, supply chains expanded globally with relatively limited friction, and 
monetary policy functioned as a reliable stabilizing force during periods of stress. 
Volatility was generally viewed as cyclical rather than structural, and organizations 
built their forecasting systems, pricing strategies, procurement models, and investment 
frameworks accordingly. That environment is now fragmenting and becoming harder 
to anticipate. For example, the cross-country dispersion of global CPI inflation 
forecasts has doubled the past few years relative to historical norms. 

• Inflationary pressure can no longer be understood merely as the residual effect of 
post-pandemic disruption or temporary commodity shocks. Increasingly, inflation 
volatility reflects deeper structural transformations unfolding across the global 
economy. Deglobalization, geopolitical fragmentation, industrial policy competition, 
labor market tightening, fiscal strain, supply-chain regionalization, and energy 
transition dynamics are collectively reshaping the global cost structure. At the same 
time, the range of plausible macroeconomic outcomes has widened materially. 

• Many organizations continue to rely on planning assumptions developed during the 
low-volatility globalization era. Forecasting systems calibrated on relationships that 
held consistently between 2010 and 2019 are increasingly struggling to interpret an 
environment characterized by structural breaks, nonlinear shifts, and rapidly evolving 
policy conditions. In many sectors, the challenge is no longer generating forecasts, but 
determining which assumptions remain reliable and which no longer reflect the 
economic realities shaping demand, pricing, labor markets, and capital allocation. 

• Over the coming decade, the organizations most likely to outperform may not be 
those with the most accurate forecasts, but those best able to adapt to widening 
uncertainty, shifting macroeconomic regimes, and increasingly complex economic 
conditions. The defining management challenge is therefore not forecasting precision 
alone, but institutional adaptability under persistent macroeconomic instability. In the 
near term, leadership teams face three concrete decisions: (1) whether to revise 
planning cadences, (2) how to restructure pricing governance, and (3) whether 
geopolitics  is embedded in operational, not just reputational, decision-making. 
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Introduction

Many executive teams continue to approach inflation as though it were 
fundamentally cyclical in nature. This interpretation assumes that 
inflationary pressure will gradually normalize as supply chains stabilize, 
monetary tightening works its way through the economy, and labor 
markets soften. While cyclical disinflation may emerge periodically, this 
framework risks underestimating the extent to which the underlying 
architecture of the global economy is itself changing. 

The globalization regime that shaped corporate operating assumptions for 
nearly three decades was inherently disinflationary. Expanding global 
labor pools, highly integrated supply chains, declining transportation 
costs, increasing manufacturing efficiency, and relatively stable 
geopolitical conditions collectively suppressed pricing pressure across 
much of the developed world. Corporations optimized their operating 
models around efficiency, scale, and lean inventory management precisely 
because the broader macroeconomic environment rewarded those 
choices. Today, many of those assumptions are being challenged 
simultaneously. 

Trade fragmentation and tariff uncertainty are increasing sourcing 
complexity and introducing greater volatility into procurement decisions. 
Governments are pursuing industrial policy strategies that prioritize 
resilience, domestic production capacity, and geopolitical alignment over 
pure efficiency. Labor shortages in several advanced economies 
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contributing to persistent wage pressure, particularly in service-intensive 
sectors where automation remains difficult. Energy markets continue to 
experience elevated volatility due to geopolitical instability, infrastructure 
constraints, and uneven transition dynamics. 

These forces do not necessarily imply a return to the inflationary 
conditions of the 1970s. However, they do suggest that the unusually 
stable macroeconomic conditions that characterized much of the post-
global financial crisis period may not return in the same form. For 
corporate leadership teams, this distinction matters enormously. 

Traditional strategic planning systems were often designed around 
relatively narrow ranges of economic variability. Small deviations from 
baseline assumptions could generally be absorbed through incremental 
operational adjustments. Under current conditions, however, the range of 
plausible outcomes has widened considerably. Pricing dynamics, labor 
costs, financing conditions, and demand patterns can shift more rapidly 
and less predictably than many organizations are structurally prepared to 
manage. 

The result is that volatility itself is becoming a core strategic variable. 
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Inflation uncertainty increasingly affects organizations through multiple 
channels simultaneously. In many industries, pricing pressure is no longer 
isolated to commodities or transportation costs. Businesses are instead 
confronting layered inflationary effects across labor, logistics, healthcare, 
financing, technology infrastructure, and customer acquisition costs.This 
complexity creates second-order effects that traditional forecasting 
systems often struggle to capture effectively. 

For example, persistent wage inflation may initially appear manageable 
through pricing adjustments. Over time, however, higher prices can alter 
customer behavior, weaken discretionary demand, increase competitive 
sensitivity, and change purchasing patterns in ways that feed back into 
volume forecasts, inventory management, and capital expenditure 
decisions. Similarly, elevated interest rates do not merely increase 
borrowing costs. They also influence consumer confidence, refinancing 
conditions, real estate markets, investment behavior, and corporate risk 
tolerance. As these interactions become more interconnected, forecasting 
itself becomes less linear. 

This does not imply that forecasting loses value. Rather, it changes the 
role forecasting plays within strategic decision-making. Under stable 
macroeconomic conditions, forecasting systems often functioned as 
optimization tools designed to improve precision around relatively 
predictable operating assumptions. Under conditions of structural 
uncertainty, forecasting increasingly becomes a mechanism for exploring 
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alternative scenarios, identifying emerging risks, and improving 
organizational preparedness. This distinction is critical. 

The objective of scenario planning is not to eliminate uncertainty. It is to 
improve the quality and speed of decision-making under uncertain 
conditions. 
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Many organizations continue to rely on annual planning processes that 
implicitly assume macroeconomic continuity. Budgets are often 
constructed around a single baseline forecast, with only limited sensitivity 
analysis around alternative outcomes. While this approach may remain 
adequate during periods of relative stability, it becomes increasingly 
fragile when macroeconomic conditions shift rapidly. 

In recent years, many firms have discovered that forecasting error itself 
can become operationally destabilizing. Inventory assumptions developed 
under one inflation regime may become inappropriate under another. 
Pricing actions implemented too slowly can compress margins materially 
before corrective measures take effect. Reailers grappled with excess 
inventories when demand forecasts proved overly optimistic, food and 
beverage companies saw margins squeezed by lagging price increases, and 
healthcare and hospitality employers absorbed rising labor costs in tight 
labor markets. 

The organizations responding most effectively to persistent inflation 
uncertainty are increasingly moving away from static planning 
architectures toward more adaptive decision systems. Rather than 
treating forecasting as a periodic exercise conducted primarily within 
finance functions, these firms are integrating macroeconomic monitoring 
more directly into operational planning, pricing governance, procurement 
strategy, and capital allocation decisions. Importantly, this shift is not 
merely analytical. It is organizational. 



12

Cross-functional coordination becomes materially more important when 
macroeconomic conditions affect pricing, supply chains, labor 
availability, financing costs, and customer behavior simultaneously. 
Scenario planning therefore evolves from a narrow forecasting exercise 
into a broader institutional capability centered on adaptability and 
strategic responsiveness. 
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The growing importance of scenario planning reflects a broader 
recognition that the distribution of plausible economic outcomes has 
widened significantly. 

In one plausible scenario, inflation may remain persistently elevated due 
to continued labor market tightness, geopolitical fragmentation, and 
recurring commodity volatility. Under such conditions, organizations may 
face prolonged pricing pressure, weaker margin stability, and increasingly 
difficult trade-offs between customer retention and profitability. 

In another scenario, economic growth could weaken materially while 
inflation remains above historical norms, creating stagflationary dynamics 
characterized by slowing demand, reduced operating leverage, and 
heightened pricing sensitivity among consumers and enterprise customers 
alike. 

Alternatively, disinflation could emerge more rapidly than expected, 
particularly if tighter financial conditions significantly weaken consumer 
spending and investment activity. In this environment, firms may 
confront softer pricing power, increased competitive intensity, and 
renewed pressure on revenue growth. 

The strategic challenge is not determining with certainty which scenario 
will occur. It is ensuring that leadership teams understand the operational 
implications associated with each plausible path. 
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This is where scenario planning becomes particularly valuable. 
Organizations that build effective scenario-planning capabilities are often 
able to respond more decisively because they have already examined how 
alternative macroeconomic conditions might affect pricing decisions, 
labor planning, procurement strategies, capital expenditures, inventory 
management, and customer demand patterns. 

Preparedness reduces reaction time. Under volatile conditions, the ability 
to adapt quickly may become a more important source of competitive 
advantage than forecasting accuracy itself. 



16

Strategic Implications 
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Persistent inflation uncertainty is forcing organizations to reconsider the 
assumptions underlying many aspects of strategic planning. Pricing 
governance is becoming more central to corporate performance as firms 
attempt to balance profitability, customer retention, competitive 
positioning, and elasticity dynamics simultaneously. Procurement 
strategies are increasingly shaped by geopolitical considerations and 
supply chain resilience concerns rather than cost optimization alone. 
Capital allocation decisions are being reevaluated under conditions of 
higher financing costs and wider macroeconomic uncertainty. 

At the same time, executive teams are recognizing that speed and 
adaptability may become more important organizational characteristics 
than efficiency optimization under stable assumptions. 
This does not imply abandoning long-term planning. Rather, it suggests 
that strategic planning frameworks must become more dynamic, iterative, 
and responsive to changing macroeconomic conditions. 

Organizations that successfully navigate persistent inflation uncertainty 
will likely be those capable of integrating economic intelligence more 
directly into operational decision-making processes. This requires not 
only improved analytical systems, but also stronger institutional 
coordination between finance, operations, procurement, pricing, 
commercial leadership, and executive management. 
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Ultimately, the firms most likely to outperform may not be those that 
predict macroeconomic conditions most accurately. They may instead be 
those capable of adapting most effectively as conditions evolve. 

  



19

About IWT Markets



IWT Markets is a strategic macroeconomic advisory firm that helps 
leadership teams navigate uncertainty through scenario intelligence, 
advanced analytics, and seasoned economic judgment. With offices in 
Washington DC, New York, Toronto, and Hong Kong SAR, we work 
with corporations, investors, and international financial institutions to 
translate complex macroeconomic developments into actionable strategic 
and operational decisions. 

The global economy has entered a period of structurally higher volatility 
shaped by persistent inflation uncertainty, geopolitical fragmentation, 
labor market disruption, and shifting policy regimes. Many organizations 
continue to rely on planning assumptions developed during a 
fundamentally different macroeconomic era, leaving them increasingly 
exposed to forecasting error and strategic rigidity. 

Our approach combines AI-enhanced analytics, econometric modeling, 
and real-world experience across international financial institutions, 
investment banking, quantitative finance, and corporate strategy. We help 
organizations move beyond static planning assumptions toward more 
adaptive and resilient decision-making under uncertainty. 
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