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Capital Markets Summary

May 2026 brought a cascade of unsettling economic data. Most notably, inflation pressure re-emerged after months of
stabilization. CPI came in hotter than expected, while headline PCE climbed to its highest level in nearly three years. The
employment picture, meanwhile, softened at the margin. Job growth decelerated and wage gains moderated, though both
remain nominally positive and unemployment held steady at 4.3%. Elsewhere, the data skewed more “lukewarm” than
outright weak. Retails sales were modest, housing activity remained soft, and forward-looking indicators such as factory
orders pointed to slowing momentum. It all arguably points to an economy beginning to fracture, with a central bank on the
precipice of pivoting to rate hikes and households facing the squeeze of rising costs and waning real income growth. Layer in
the unresolved U.S. / Iran stand-off, and you had all the ingredients of a market correction.

And yet equities continued to soar. The S&P 500 lifted ~5.3% on the month, while the DOW increased ~2.0%. The saving
grace for this market is robust corporate earnings and unrelenting investment in — and optimism about — artificial intelligence.
Investors might now be correlating these two factors, with strong earnings (and expanded margins) signaling nascent A.l. —
driven productivity improvement. In other words, A.l. could be evolving from a promising thought experiment to real-world
validation. Several long-standing market truisms, such as “Don’t fight the Fed” and “Inflation erodes real returns”, would
seems to argue for caution in the current environment. But investors are perhaps leaning on the even more profound iron law
that productivity is the ultimate driver economic prosperity — and by extension, asset prices.

The loan market, too, appears largely unfazed by the softening economic backdrop. A pronounced demand overhang
continues to define the liquid loan market, enabling issuers to fill the calendar with opportunistic refinancing activity amid still-
muted M&A-driven supply. Average spreads for new-issue single-B loans fell 93bps in May, from 4.07% to 3.14%, reflecting
the supply / demand mismatch. The bank market is exhibiting a similar theme. The persistent shortage of deal flow is driving
competitive behavior among banks, with pricing being pushed to new lows across leveraged finance, CRE, and equipment
finance. The primary exception to this trend may be the direct lending market. Over the past two months, some froth appears
to have come out of private credit, with sponsors reporting modestly lower leverage levels and higher pricing indications
relative to earlier in the year.

Banks are starting to eye an opportunity to gain share, as private credit’s historical structure / leverage advantage narrows
and its pricing disadvantage widens. Since January bank pricing has compressed 25-50bps while Direct Lender pricing has
gapped out 50-75bps, suggesting that the private credit pricing premium has widened by ~100bps. Multiple banks tell us that
they are seeing more deals from Sponsors and that this change appears to be driven by Private Equity’s increasing desire to
see a bank alternative (more than some kind of uptick in M&A). These new Sponsor looks for banks largely orient towards
refi / recaps of deals previously financed by private credit.

The capital markets are pushing aside—and in some cases charging through—the traditional constraints on risk. The
remainder of 2026 should reveal whether this is foresight... or overreach.



Loan Market Dashboard
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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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