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Making Sense

What are we going to cover?

1. Economic update:
Geopolitics | Economic growth | Interest rates | Inflation | Housing

2. Market update:

Equity markets | Corporate earnings | Valuations | Fixed income
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The Middle East war is causing the largest oil supply disruption in history
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The US has very little direct exposure to Middle East oil supplies

Share of Total US QOil Imports From the Persian Gulf
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Forecasters see little change to their already optimistic growth outlooks
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Tech investment is being revised higher as overall GDP is revised lower
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Tech investment has never been such a large share of the US economy

Tech Investment as a Share of GDP
Percent of GDP
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Markets no longer expect the Fed to cut interest rates this year

Federal Funds Rate & Market-Implied Path

6

5 | March 2026: 3.6%

‘ LLA_

3 ‘_\_\—\_\_\_\x

Market pricing - February 27

2

1
Federal Reserve projections -25 bps -25 bps
Market Pricing +25 bps 0 bps

0

May Sep Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan May Sep Jan May Sep
2020 2021 2022 2023 2024 2025 2026 2027

Source: Federal Reserve, First Citizens Bank
Data as of 5/26/2026



Markets are priced for an interest-rate hike by December

Market-Implied Federal Funds Rate for December 2026
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Forecasters see a temporary bump in consumer price inflation...

Inflation Rates
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...but markets see inflation staying elevated for some time
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A different metric of “core” inflation shows much milder price pressures

Trimmed Mean Inflation Rates
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The labor market has steadily been losing momentum

Bloomberg Alternative Labor Market Index
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Inflation-adjusted wage growth has been near zero for small businesses

Hourly Wage Growth, Inflation-Adjusted
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Home price growth has moderated to a very weak pace

Single-Family House Price Growth
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Mortgage rates have tracked the 10-year Treasury yield higher

30-Year Fixed Mortgage Rate
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Half of mortgages outstanding still have a rate below 4%

FHFA count-weighted average contracted interest rate
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Stocks are crossing new all-time highs very frequently

S&P 500 Index
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US equities appear to have moved past the energy-price shock
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The lion’s share of earnings growth is from a handful of large tech firms

Contribution to S&P 500 2026 EPS Growth Estimate
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Estimates point to robust corporate earnings and margin growth for 2026

Q1 2026 estimated growth is 28.4%
CY 2026 estimated growth is 22.1%

Average growth since 1950 is 7.6%

Source: FactSet, Bloomberg. Data as of 5/21/2026.
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Forward valuations have recovered but remain below recent averages

12 Month Forward Price-to-Earnings Ratio
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The rest of the S&P 500 Index is less expensive than the top 10 stocks

S&P 500 Price to Forward Earnings
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Upward earnings revisions have pushed our price target higher

Next Twelve-Month S&P 500 Price Target

Next Twelve Months  Percent Change

Price Level from 5/26/2026
Bear 5,900 -21.5%
Base 8,000 6.4%

Bull 3,700 15.7%

Source: Bloomberg, FactSet, First Citizens Wealth
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Interest rates have climbed notably higher over the last 12 weeks

Fixed Income Indices

5/27/2026 | 2/27/2026 |12/31/2025
2-Year Treasury 4.0% 3.4% 3.5%
10-Year Treasury 4.5% 3.9% 4.2%
30-Year Treasury 5.0% 4.6% 4.8%
Aggregate Bond 4.7% 4.2% 4.3%
Intermediate Government/Credit 4.4% 3.8% 3.9%
Municipal Bond 3.7% 3.3% 3.6%
Investment Grade Corporate Bond 5.2% 4.7% 4.8%
High Yield Corporate Bond 7.1% 6.7% 6.5%

Source: Bloomberg



Sovereign bond yields are at their highest in 15-20 years

30 Year Sovereign Yields
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The 10-year Treasury yield has remained elevated despite Fed rate cuts

US 10-Year Treasury Yield
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Expensive equity markets can rally much 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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