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WHAT’S COVERED ON THIS MONTH’S WEBINAR? (WATCH IT HERE.) 

• We’re past peak economic growth in the US – now where to? 

• The US Labor Market is picking up , but Delta Variant is a concern. 

• US Consumers show signs of falling confidence and spending.Each  month,  Chief  Investment  Officer,  Brent  Ciliano  and  

Manager  of  Institutional  Portfolio  Strategy,  Phillip  Neuhart  

help  you  make  sense  of  the  markets  and  the  economy.   Below  

you’ll  find  a  summary  of  their  most  recent  update.   Watch  the  full  
update  

• Where might volatile yields go next? 

• Inflation  remains  high ,  even  as  transitory  components  ease,  but  not  for  

durable  inflation.  

here. 

GDP is back to pre-pandemic levels, but US Consumer confidence wanes 

with delta variant uncertainty. 

The sharp recovery in US economic growth continues, though analysts have begun lowering growth estimates for the 

remainder of 2021. Much of the downward revisions reflect uncertainty with the delta variant. Despite the strong economic 

recovery, expectations for 2023 and beyond reflect a return to the “below trend growth” environment, not unlike what 
followed the Great Financial Crisis. 

Where do markets go from here? 

Wall  Street  consensus  12-month  forward  price  target  for  the  S&P  500  is  4,921.25  as of August 23rd,  or  ~10.8%  return  from  

August 20,  2021’s  market  close.   i

We believe markets will continue to make higher highs through year -end 2021, with volatility and potential seasonal 

pullback during late summer and early fall ( -5% to -7%), followed by higher highs into the end of 2021. We estimate the 

S&P 500 may see 4,700 (or higher) by year end, a 5.8% increase from August 20, 2021 market close. ii 

What  does  lower  consumer  confidence  mean  for  the  economy?  
The US Consumer explains more than 73% of US real GDP: 69% from consumption and another 4.7% from US housing. 

Thus, as goes the consumer, as goes our economy.iii 

With resurgence of Covid-19 cases, higher consumer prices and goods scarcity (think new and used autos, housing and 

rental inventory), consumer confidence has fallen to the lowest level since 2011. iv 

Corporate  earnings  continue  to  soar,  but  let’s  look  to  
the  horizon.  

3 Headwinds for Corporate Earnings:

2nd  quarter ’s  estimated  earnings  growth  rate  for  the  S&P  500  is  
89.3%!   That puts us on track for the highest year-over-year 

earnings  growth rate since  2009.   But  how  long  will  it  continue?  We  

believe  there  are  three  key headwinds.  

v

1. Likelihood of corporate tax increases in 2022. 
2. Continuing  supply  chain  issues  may  lead  to  lower  

revenues.  
3.  Skilled labor shortages may lead to higher wages. 

Inflation  remains  high,  even  as  transitory  components  ease.  How  might  the  Fed  respond?  

We continue to expect the Fed will begin tapering bond purchases in December of 2021 and concluding by the end of 

2022. We see declining issuance from the Fed as the prevailing factor impacting the U.S. Treasury market going forward. 

The delta variant and continued growth concerns will likely keep rates range bound for the rest of this year and potentially 

into the first half of 2022. 

As for rate hikes, market-implied pricing shows the first hike has pushed out from October ’22 to December ’22, followed by 2 

hikes in 2023. 

Learn more about our thoughts on inflation and other topics on the full  replay. 
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The  views  expressed  are  those  of  the  author(s)  at  the  time  of  writing  and  are  subject  to  change  without  notice.   First  Citize ns  does  not  assume  any  l iabil i ty  

for  losses  that  may  result  from  the  information  in  this  piece.   This  is  intended  for  g eneral  educational  and  informational  purposes  only  and  should  not  be  

viewed  as  investment  advice  or  recommendation  for  a  security,  investment  product  or  personal  investment  advice.  

Your investments in securities, annuities and insurance are not insured by the FDIC or any other federal government agency and may lose value. They are 

not a deposit or other obligation of, or guaranteed by any bank or bank affi l iate and are subject to investment risks, includ ing possible loss of the principal 

amount invested. Past performance does not guarantee future results. 

First  Citizens  Wealth  Management  is  a  registered  trademark  of  First  Citizens  BancShares,  Inc.   First  Citizens  Wealth  Manageme nt  products  and  services  are  

offered  by  First-Citizens  Bank  &  Trust  Company,  Member  FDIC;  First  Citizens  Investor  Services,  Inc.,  Member  FINRA/SIPC,  an  SEC -registered  broker-dealer  

and  investment  advisor;  and  First  Citizens  Asset  Management,  Inc.,  an  SEC -registered  investment  advisor.  

Brokerage  and  investment  advisory  services  are  off ered  through  First  Citizens  Investor  Services,  Inc.,  Member  FINRA/SIPC.  First  Citizens  Asset  Management,  

Inc.  provides  investment  advisory  services.   

i Bloomberg as of 08/23/21 
ii Bloomberg as of 08/23/21 
iii Strategas, BEA, JP Morgan Guide to the Markets – 07/30/21 
iv Bloomberg, University of Michigan – 08/13/21 
v As of 08/13/2021 - FactSet Earnings Insight 
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