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Capital Markets Summary

June featured a host of significant, market-moving developments that competed for investors' attention. On the negative side
of the ledger, inflation remained stubbornly above target, Treasury yields moved higher, and the new Fed Chair struck a
decidedly hawkish tone during his first press conference. At the same time, a cooling of the Al trade — as evidenced by a
modest pullback in technology stocks — weighed on market sentiment. Investors appeared more focused on recalibrating
appropriate valuations for hyperscalers and semiconductor companies than questioning the long-term Al thesis itself.
Nonetheless, given the sheer size and market capitalization of these companies, even modest declines had an outsized
impact on broader market indexes. On the positive side, U.S. economic fundamentals remained resilient. Employment stayed
near full levels, consumer spending held up well, and the remainder of first-quarter 2026 earnings reports continued to
exceed expectations, with profit margins proving particularly strong. U.S.—Iran negotiations
could also be cautiously placed in the positive column. On paper, the recently signed
memorandum of understanding (MOU) represents a cessation of hostilities, the reopening of
the Strait of Hormuz, and a potential pathway toward a more durable resolution. In practice,
however, the agreement is widely viewed as fragile, having already been tested by
subsequent military strikes. Few political constituencies, on either the left or right, are
cheering the arrangement. Nevertheless, oil prices have retreated close to their pre-conflict
levels, and so the MOU counts as a win for the market.

The combined effect of these crosscurrents was a 1% decline in the S&P 500. Importantly, non—
Magnificent Seven stocks — and the equal-weighted S&P 500 Index — outperformed during
June, suggesting a modest rotation away from the suppliers of Al and toward its eventual
beneficiaries. In many respects, the market over the last month was simultaneously pricing in
competing outcomes: persistent inflation pressures alongside the prospect of relief from lower
energy prices; concerns about Al-related excess and massive capital expenditures alongside the
potential for meaningful productivity gains and margin expansion; and ongoing geopolitical risks in the Persian Gulf alongside
the possibility of a broader diplomatic resolution. Faced with these offsetting considerations, the equity market largely moved
sideways.

The loan market continues to plow forward, predictably eschewing the dramas of the moment. As a lower-beta, senior
secured asset class, loan investors generally have the luxury of seeing the longer horizon and the bigger picture — a
perspective that continues to be reassuring. For multiple successive years GDP has been positive, employment has stayed
full, and inflation has moderated. Moreover, there remains broad consensus that the economic outlook will remain solid for
the foreseeable future. Against this backdrop, the stable footing of loan market would seem hard to dislodge. The liquid loan
market is seeing robust capital formation. Direct Lenders remain active and competitive despite the existential headlines from
earlier in the year. Bank lender demand is as strong as it has been in years. The constructive environment that has prevailed
in these segments all year long (and even through the Iran War) holds firm, with little discernable change in pricing, structure
and terms over the last 30 days. Meanwhile, there is a growing sense that market tone will likely grow stronger, with
competition intensifying, as we head into the second half of the year.



Loan Market Dashboard
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@ Capital Formation ($ in billions)

Category YTD 2026 YTD 2025
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*Denotes key contact for Leveraged Loan Market presentation, please reach out to one of the individuals above if you no longer wish to receive the presentation
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Disclaimers

The information contained herein has been compiled from a variety of sources believed to be reliable at the time of
publication. We do not guarantee such information or make any representation as to its accuracy, completeness, timeliness
or fithess for any particular purpose. This publication is intended to provide general information regarding capital markets and
financing matters and is not intended nor should it be construed, to provide legal, tax, accounting, financial or any other
advice.

These materials were prepared by First Citizens Bank (“First Citizens”).

Nothing herein should be construed as an offer or a solicitation of an offer for the purchase or sale of a security or financial
instrument, or as a recommendation or advice. Past performance is not indicative of future performance of any instrument,
transaction or financial structure and a loss of original capital may occur.

All performance, returns, prices or rates referred to herein are for illustrative purposes only. Actual results may vary, and
may be adversely affected by exchange rates, interest rates or other factors. These materials are not intended to constitute a
“research report” (as defined in applicable regulations). These materials summarize general market, economic and political
conditions or financial data and are not an analysis of the price or market for any product or transaction.

Furthermore, neither First Citizens nor any of its affiliates undertakes to correct any inaccuracy herein that it may later
discover. All information and opinions herein are subject to change without notice and First Citizens does not undertake to
update any such information or opinions. Neither First Citizens nor any of its affiliates assumes any direct or consequential
liability for any reliance upon these materials.

Certain financial instruments and/or transactions may give rise to substantial risks and are not suitable for all investors. These
materials are intended for institutional investors and are not intended for use by retail clients. These materials do not purport
to contain all of the information that a recipient may require to evaluate a product or transaction. Interested persons must
undertake independent consultation, review, and evaluation with their own legal, tax, accounting and financial advisers and
reach their own conclusions regarding the economic benefits and risks, including any tax implications, of any product or
service referenced herein.

Some referenced financial instruments and/or transactions may not be offered or sold in certain jurisdictions. These material
s may not be distributed or used for the purpose of providing any products or services referenced herein, or of making any
offers or solicitations, in any jurisdiction or in any circumstances in which such products, services, offers or solicitations are
unlawful or not authorized, or where such distribution would give rise to new or additional registration requirements.

Products referenced herein (1) are not insured by the Federal Deposit Insurance Corporation (FDIC) or any other federal
government agency, (2) are not deposits of or guaranteed by a bank, including First Citizens Bank, and (3) may lose value.

First-Citizens Bank & Trust Company, as well as its divisions, subsidiaries, and affiliates (together, First Citizens), are US
financial institutions and provide products and services to non-US clients on a cross-border basis from the United States of
America. First Citizens is not licensed or regulated as a bank or any other type of financial institution outside of the United
States of America. Please review our International Disclosures for more information.

©2026 First-Citizens Bank & Trust Company. All rights reserved. First Citizens Bank is a registered trademark of First
Citizens BancShares, Inc. MM#17167
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