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Economic update



Oil has once again stopped flowing through the Strait of Hormuz
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Gasoline prices didn’t experience the same drop as oil prices
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Markets still see inflation as remaining elevated for the rest of the year
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Market-Implied Consumer Price Index Inflation Rate 
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Cumulative wage growth exceeds inflation…but not by very much
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Wage Growth Compared to Consumer Price Inflation Since 2021 
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Markets now see the Fed raising interest rates to achieve price stability
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Money supply measures are regaining traction in policy discussions
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The unemployment rate hasn’t changed this little since the late 1960s
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The labor market is balanced in aggregate, but some sectors are down
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Private investment – including AI – is powering growth higher
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Consumer Spending Growth 
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Expected spending on the AI buildout continues to rise
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The AI boom could be the largest capex project since the 19th century

Capex Spending as a Share of GDP
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Investment” (Federal Reserve Bank of San Francisco); Bloomberg; Johnston and Williamson (2026) "What Was the U.S. GDP Then?" MeasuringWorth. 14

    

    

    

    

    

    

    

    

    

    

    

    

    

    

         
           

               
           

             
           

          
        

           

              
           

       
           

           
           

                                



The AI boom is seeing the fastest spending ramp up in modern history

Multiples of pre-boom trough
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Input costs for AI buildout – and consumer electronics – have surged
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Memory Pricing: Price Change From 1 Year Ago 
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Divided government is likely with Senate races looking very tight
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Probability of Midterm Election Outcome Implied by Prediction Markets 
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Small caps lead this year, but mega cap tech still dominates since 2022
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Today’s tech stocks gains have trailed the mania of the late 1990s

Cumulative Return of Nasdaq: 1990s Tech Bubble vs. 2020s Al
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Earnings growth estimates have been revised substantially higher
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S&P 500 2026 EPS Growth Rate Estimates 
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Estimates point to robust corporate earnings and margin growth for 2026

▪ Q2 2026 estimated earnings 
growth is 24.7%

▪ CY 2026 estimated earnings 
growth is 24.5%

▪ CY 2027 estimated earnings 
growth is 17.5%

▪ Average earnings growth since 
1950 is 7.6%

Estimated Next 12- Month Operating Margin

20.0%

18.0%

16.0%

14.0%

12.0%

10.0%

8.0%

22 .0%

2010 2012 2014 2016 2018 2020 2022 2024 2026

S&P 500

S&P Equal-Weight

20 . 9%

14 . 9%

22

    

     

     

     

     

     

     

     

                                    

       

                

 stimated  ext 1   onth  perating  argin

 0 9 

1  9 

Source: FactSet, Bloomberg. Data as of 7/17/2026.



Tech companies – particularly chipmakers – have exceptional margins
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Forward valuations have recovered but remain below recent highs
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Upward earnings revisions have pushed our price target higher
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Next Twelve-Month S&P 500 Price Target
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Credit spreads remain at very tight levels
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Treasury yields have risen at the short end and across the curve

U.S. Treasury Yield Curve
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The 10-year Treasury yield has remained elevated despite Fed rate cuts
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Intra-year selloffs average 15%

S&P 500 Calendar Year Return vs. Largest Intra-Year Price Decline

1990

−19%

−3%
-5%

30%

−6%

8%

−5%

10%

1994

−8%

1%

−3%

38%

−7%

23%

−11%

33%

1998

−19%

29%

− 12%

2 1%

−17%

− 9%

−29%

− 12%

2002

−33%

−22%

− 14%

2 9%

−7%

11%

−7%

5%

2006

−7%

16%

−10%

5%

−57%

−37%

−27%

26%

2010

−36%

15%

−19%

2%

−10%

16%

− 6%

32%

2014

−7%

14%

− 12%

1%

10%

12%

−3%

22%

2018

−19%

−4%
−7%

3 1%

18%

−34%

−5%

2 9%

2 022

−24%

− 18%

−10%

2 6%

−8%

25%

−19%

17%

202 6

− 9%

YTD 
9%

Source: Strategas Research, FactSet



Expensive equity markets can rally further
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Important Disclosures
This material is for informational purposes only and is not intended to be an offer, specific investment strategy, 
recommendation, or solicitation to purchase or sell any security or insurance product, and should not be construed as legal, 
tax, or accounting advice. Please consult with your legal or tax advisor regarding the particular facts and circumstances of 
your situation prior to making any financial decision. While we believe that the information presented is from reliable 
sources, we do not represent, warrant, or guarantee that it is accurate or complete.

Your investments in securities and insurance products and services are not insured by the FDIC or any other federal 
government agency and may lose value.  They are not deposits or other obligations of, or guaranteed by, any bank or 
bank affiliate and are subject to investment risks, including possible loss of the principal amounts invested.

About the Entities, Brands and Services Offered
First Citizens Wealth® (FCW) is a registered trademark of First Citizens BancShares, Inc., a bank holding company. The 
following affiliates of First Citizens BancShares Inc., are the entities through which FCW products are offered. Brokerage 
products and services are offered through First Citizens Investor Services, Inc. (FCIS), a registered broker-dealer, Member 
FINRA and SIPC. Advisory services are offered through FCIS, First Citizens Asset Management, Inc., (FCAM) and SVB Wealth 
LLC (SVBW), all SEC registered investment advisers. Certain brokerage and advisory products and services may not be 
available from all investment professionals, in all jurisdictions, or to all investors. Insurance products and insurance are 
offered through FCIS, a licensed insurance agency. Banking, lending, trust products and services, and certain insurance 
products and services are offered by First-Citizens Bank & Trust Company, Member FDIC, and an Equal Housing Lender, and 
First Citizens Delaware Trust Company.
All loans provided by First-Citizens Bank & Trust Company are subject to underwriting, credit, and collateral approval. 
Financing availability may vary by state. Restrictions may apply. All information contained herein is for informational 
purposes only and no guarantee is expressed or implied. Rates, terms, programs, and underwriting policies are subject to 
change without notice. This is not a commitment to lend. Terms and conditions apply. NMLSR ID 503941
For more information about FCIS, FCAM, or SVBW and its investment professionals click 
here: FirstCitizens.com/wealth/disclosures
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