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Capital Markets Summary

At any given moment, markets can appear to be operating at the edge of a breaking point, poised either to collapse or
break out. Retrace the last fifteen years and you will find a succession of seemingly precarious moments: the fragile
post-Financial Crisis recovery -- highlighted by the U.S. debt downgrade, a stimulus response widely criticized as
insufficient, unprecedented political gridlock, and fears of "secular stagnation" -- followed by the upheavals of the Trump
and Biden eras, including contested elections, Covid, inflation, global conflicts, and tariffs. Woven throughout the same
period were powerful forces that propelled markets forward and counterbalanced the pessimism of the day: the shale
revolution, the initial optimism surrounding the "Trump trade" of deregulation and tax reform, and the emergence of
artificial intelligence with all its transformative promise. Genuine reasons for concern have consistently coexisted with
compelling reasons for optimism, each threatening to tip the economy in a different direction.

The current moment offers a perfect microcosm of this dynamic. Bearish and bullish signals appear to be scaling in
parallel as we approach the end of the year. In September, the Federal Reserve resumed tightening, inflation readings
remained elevated, long-term rates moved higher, and oil prices drifted back over $100 / barrel. Meanwhile, President
Trump is now threatening escalation in Iran after the mid-term elections. Market commentators have once again begun
discussing the prospect of recession with a seriousness largely absent in recent years. And yet the economic data
simultaneously support a very different narrative. Revised GDP figures point to steady, and perhaps accelerating,
growth. Employment remains strong, investment activity is healthy, and consumer spending has proven resilient. Even
the interest-rate outlook contains competing interpretations: inflation can be viewed either as the consequence of higher
energy prices and geopolitical uncertainty or as evidence of an economy that remains surprisingly robust. The Al story
presents its own version of this tension. Recent model releases have demonstrated remarkable advances in reasoning
and agentic capabilities, reinforcing expectations of substantial productivity gains. At the same time, concerns regarding
safety, alignment, and cybersecurity vulnerabilities have intensified, fueling a broader public debate about the risks
accompanying rapid technological progress. Once again, breakdown and breakout narratives exist side by side.

It can feel as though we are racing toward some climactic resolution, with recession and perhaps even an Al
apocalypse hanging in the balance. We've been here before. Only a few years ago, the question of whether the Fed
could engineer a “hard” or “soft” landing had the market holding its collective breath. At the time, the stakes seemed
high while the outcome seemed imminent. And yet no definitive victory or defeat was ever declared. The economy just
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Capital Markets Summary — Continued

sort of muddled through without the Fed reaching its 2% inflation target nor triggering a recession. The “hard or soft
landing” language slowly and unceremoniously faded from the conversation. It's possible that the current moment is
similarly more an illusion of climax than a genuine inflection point.

The loan market, meanwhile, tends not to trade on the latest geopolitical headline or inflation print. Instead, it primarily
proceeds in accordance with underlying economic activity. While the dramas of the last 15 years caused equity markets to
surge and sink, the lending markets have generally enjoyed a steady advance. Direct lending, bank lending, and liquid
credit have all expanded with remarkably few disruptions. Competition among these lender groups remains intense, but
the overall lending pie has continued to grow. Viewed through this lens, GDP growth may be the single best predictor of
loan market performance. Bank lending in particular has grown in lockstep with GDP. From 2010 to today, nominal GDP
and commercial bank lending have each roughly doubled. In 2026, GDP appears to be tracking to a ~2.8% growth rate
through the third quarter (based on last week’s revised first half GDP data and the current Atlanta Fed third quarter
estimate). It's not surprising then that loan investors continue to attract capital and deploy aggressively. There are pockets
of caution and portfolio softness, particularly within software, but overall credit demand remains robust and largely
unimpeded by the anxieties of the moment. Bank market pricing continues to hover near historical lows, while single-B
liquid loan primary pricing has remained essentially unchanged.

Public markets, however, remain fixated on the next potential breaking point. Developments in the fourth quarter, ranging
from geopolitical events and inflation data to the midterm elections, could just as easily trigger an equity correction as
propel markets to new highs. The loan market's trajectory feels less dependent on any single headline. Ultimately, it may
take an actual recession, rather than the fear of one, to meaningfully disrupt its advance.



Loan Market Dashboard
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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 materials
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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