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Economic Growth
Contributions to Percent Change in Real GDP
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U.S. economic growth slowed more than expected in the fourth quarter, with GDP expanding at a 1.4% annualized rate, down from 4.4% in
the prior quarter. Much of the slowdown reflected the temporary impact of the 43-day federal government shutdown, which drove a sharp
decline in government spending. Importantly, most of that drag is expected to reverse in the first quarter of 2026 as government activity
normalizes. Despite the headline slowdown, the underlying private-sector economy remained resilient. Consumer spending, which
represents more than two-thirds of economic activity, continued to grow at a healthy pace. However, higher borrowing costs continued to
weigh on housing and commercial construction, both of which contracted again during the quarter.

Source: U.S. Bureau of Economic Analysis (Reported quarterly) 3



Inflation Outlook 
Consumer Price Index (Core) and Personal Consumption Expenditures Price Index (Core)

Source: U.S. Bureau of Labor Statistics, U.S. Bureau of Economic Analysis (Reported monthly) 4
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January inflation data provided encouraging signs of continued moderation in price pressures, with the Consumer Price Index rising 2.4%
year over year, slightly below expectations and marking the lowest level in nine months. Much of the improvement came from declining
energy costs, particularly gasoline prices, while food inflation at grocery stores continued to ease. Housing-related inflation also slowed
modestly. However, core inflation, which excludes food and energy, remained somewhat sticky at 2.5%, highlighting that underlying price
pressures have not fully subsided. Despite the progress, inflation remains above the Federal Reserve’s 2% target, and some economists
caution that recent data may still reflect distortions from last year’s government shutdown. As a result, policymakers are expected to
maintain a cautious stance on interest rates.



U.S. Economic Outlook
  Leading Economic Index

Source: Conference Board (Reported monthly) 5
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The Conference Board’s Leading Economic Index (LEI) fell 0.2% in December to 97.6. Weak consumer expectations, soft new orders, and
labor market headwinds drove the downturn. Despite this, financial components, including a positive yield spread and rising building
permits, offered some offset. In contrast, the Coincident Economic Index (CEI), which tracks current economic activity, rose 0.2% in
December to 115.0, reflecting steady improvement in payrolls, industrial production, and personal income. Meanwhile, the Lagging
Economic Index (LAG) inched down 0.1% to 119.6, indicating that some past economic weaknesses continue to linger. Overall, these indices
portray an economy that is slowing modestly but remains fundamentally stable.



Source: Thomson Reuters/University of Michigan, Conference Board, U.S. Bureau of Economic Analysis (Reported monthly)

(Y/Y% Change)

The Conference Board’s Consumer Confidence Index rose 2.2 points to 91.2 in February, rebounding from a modest dip in January. The
Expectations Index improved to 72.0, reflecting a slightly more optimistic short-term outlook for income, business, and labor market
conditions, while the Present Situation Index fell to 120.0, as consumers’ views of current business conditions softened. Consumers’
concerns continue to focus on prices, inflation, and the cost of living, with elevated expectations for persistent interest rates. Looking at
planned spending, consumers are increasingly willing to purchase big-ticket items, particularly used cars, furniture, TVs, and smartphones,
while homebuying plans remain steady. Overall, the February data suggests consumer sentiment is gradually improving and supportive of
ongoing private-sector demand.

Consumer Outlook
Consumer Sentiment & Confidence Indexes
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Source: ISM, Markit
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Global economic activity accelerated in February, with the J.P.Morgan Global Composite PMI rising to 53.3. Growth was underpinned by
strong new business inflows, rising business confidence, and a modest rebound in international trade, which increased for the first time
since March 2025. The global services sector continued to outpace manufacturing, though the gap narrowed, with financial and consumer
services leading growth. Regionally, Asia drove global expansion, led by India, China, and Japan, each posting significant output gains. The
U.K. performed well, while growth in the U.S. slowed to a ten-month low. Inflationary pressures rose, with input costs hitting a nine-month
high and output prices increasing at the fastest pace since May 2023, particularly in developed economies. Overall, February data indicate 
resilient global expansion, driven by robustservices activity, improvingtrade flows, and sustained business optimism.
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Corporate Profitability
 

Source:S&P Dow Jones Indices (Reported monthly)

(Y/Y % Change)

AccordingtoFactSet,thebottom-upprice target for the S&P 500 over the next 12 months is 8321, which is 21.8% above the closing price of
6831. At the sector level, the Information Technology (+32%) sector is expected to see the largest price increase. On the other hand, the
Energy (-1.0%) sector is expected to see the largest price decrease. Overall, there are 12,734 ratings on stocks in the S&P 500. Of these 12,734
ratings, 57.8% are Buy ratings, 36.7% are Hold ratings, and 5.5% are Sell ratings. At the sector level, the Information Technology (68%),
Communication Services (64%), and Energy (61%) sectors have the highest percentages of Buy ratings, while the Consumer Staples (43%)
sector has the lowest percentage of Buy ratings.

S&P 500 Operating Earnings Per Share and Revenue Per Share Growth 
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Housing Market Outlook

Source:NationalAssociationofRealtors,FreddieMac,U.S. BureauoftheCensus(Reportedmonthly)

Elevated home prices and mortgage rates have slowed buyer activity, while sellers remain cautious, reluctant to give up low-rate
mortgages. This has resulted in slower sales, flatter price growth, and occasional price cuts, creating the perception of a “stuck” market.
Economists emphasize that today’s conditions differ sharply from the 2007–2009 housing crash. The current environment reflects a long-
term market correction following the pandemic-era surge in prices and historically low inventories. Price growth has slowed to roughly 1%,
mortgage rates have stabilized, and affordability is gradually improving as wages rise. Crucially, the job market remains strong, foreclosures
are low, and stricter post-crisis lending standards make a credit-driven collapse unlikely. Most indicators point to a controlled, multi-year
market reset.

Average Fixed Rate Mortgage in the U.S.© Housing Starts, Existing Home Sales and New
Home Sales(000's)
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Source:U.S.BureauofLaborStatistics,(Reportedmonthly,WageGrowth reportedquarterly)

(Y/Y % Change)

(000's)

The U.S. labor market showed unexpected weakness in February, with nonfarm payrolls declining by 92,000 jobs and the unemployment
rate rising to 4.4%. Job losses were broad-based, led by healthcare, leisure and hospitality, construction, information, and federal
government employment, while modest gains were seen in social assistance and financial activities. Despite softer employment, wage
growth remained resilient, with average hourly earnings rising 0.4% in February, translating to 3.8% year-over-year growth, providing
continued support to household income. Economists see February’s report as a challenge to the Federal Reserve’s narrative of a stabilizing
labor market, though the central bank is still expected to maintain the benchmark rate at 3.50%-3.75% in March, with a rising probability of a 
rate cutby Juneif laborconditionsremainsoft.
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U.S. Treasury Market
 

February saw a meaningful rally in Treasuries as rates moved decisively lower, reinforcing the market’s shift toward a slower-growth,
easier-policy narrative. The 10-year Treasury yield fell 30bps to 3.97%, marking its largest monthly decline since February 2025, while the
2-year yield declined 15bps to 3.38%, its lowest level since August 2022. The larger move in the long end points to falling term premiums and
potentiallyincreased confidence that inflation pressures are moderating, while the decline in the front end reflects growing conviction that
policy rateswill come down later in2026.

U.S Treasury Yield Curve

Current U.S. Treasury Yields by Maturity

Historical U.S. 10-Year Treasury Rate

Source: U.S. Department of Treasury 12
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Global Fixed Income Returns
by Bellwether Index

Source:Bloomberg Barclays(BB) 13
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Domestic Fixed Income Returns
by Maturity and Credit Quality

Domestic Bond Market - Taxable

Domestic Bond Market-Municipal

Short is defined as 1-3 years for taxable and 3 years for municipal, Intermediate is 5-7 years for taxable and 6-8 years for municipal, Long is 10+ years for taxable and 8-12 years for
municipal. Source: Bloomberg Barclays Aggregate Bond Index (taxable bond market) and Bloomberg Barclays Municipal Index (municipal bond market). 14
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Historical Corporate Bond Market Yield to Worst

Current Corporate Bond Market Yields by Credit Quality

Domestic Fixed Income
Bond Yields

Investment Grade Corporate bonds are represented by the Bloomberg Barclays U.S. Corporate Investment Grade index. High Yield bonds are represented by the Bloomberg
Barclays U.S. Corporate High Yield index. Source: Bloomberg Barclays
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Domestic Fixed Income
Bond Spreads

Current Bond Spreads Compared to 15-Year Range and 15-Year Average

The length of each bar represents the range of the highest and lowest spread to the Treasury benchmark over the past 15 years. Average represents the average spread over the past 15
years. Current represents the most recent month. Source: Bloomberg Barclays. 16
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EQUITY  MARKET
PERSPECTIVE



 

Global Equity Returns by Bellwether Index
Global Equity Markets
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Overall, February’s equity action points to a market in transition, with investors reallocating from concentrated mega-cap leadership toward
value-oriented, cyclical, and defensive sectors, reflecting confidence in the durability of economic activity despite ongoing debate around AI
investment and selective growth headwinds. We view the mixed performance as a sign rotation beneath headline indices rather than broad
risk-off sentiment. Large-cap growth stocks, particularly technology and AI-related names, experienced notable declines while mid- and
small-cap stocks outperformed. Sector performance illustrated the rotation as defensive and commodity-linked groups led the advance,
including Utilities (+10.4%), Energy (+9.4%) and Materials (+8.4%). In contrast, Technology (-3.9%), Communication Services (-5.1%), and 
Consumer Discretionary(-5.4%) lagged. Non-USequities performed wellas developed(MSCI EAFE)andemerging markets (MSCI EM) gained 
4.7%and 5.3%,respectively.

Source: S&P Dow Jones, NASDAQ, MSCI 18



Domestic Equity Returns
by Market Cap & Style

Domestic Equity Markets

Asset classes are represented by the following benchmarks: Russell Top 50 (Mega), Russell Top 200 (Large), Russell Midcap (Mid), Russell 2000 (Small). Source: Russell. 19
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Domestic Equity Returns
by Sector

Source: S&P Dow Jones

YTD S&P 500 Returns by Sector

MTDS&P 500 Returns by Sector
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Domestic Equity Valuations
by Sector

Trailing 12 Month P/E Ratio Compared to 10-Year Range and 10-Year Average

P/E ratios are based on trailing 12 months earnings (LTM), excluding negative earnings. The length of each bar represents the range of the highest and lowest P/E ratio over the past 10 years.
Average represents the average P/E ratio over the past 10 years. Current represents the most recent month. Source: Bloomberg 21
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Economic Indicator Descriptions



Benchmark Descriptions
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	U.S. economic growth slowed more than expected in the fourth quarter, with GDP expanding at a 1.4% annualized rate, down from 4.4% in the prior quarter. Much of the slowdown reflected the temporary impact of the 43-day federal government shutdown, which drove a sharp decline in government spending. Importantly, most of that drag is expected to reverse in the first quarter of 2026 as government activity normalizes. Despite the headline slowdown, the underlying private-sector economy remained resilient. Consumer spending, which represents more than two-thirds of economic activity, continued to grow at a healthy pace. However, higher borrowing costs continued to weigh on housing and commercial construction, both of which contracted again during the quarter.
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	January inflation data provided encouraging signs of continued moderation in price pressures, with the Consumer Price Index rising 2.4% year over year, slightly below expectations and marking the lowest level in nine months. Much of the improvement came from declining energy costs, particularly gasoline prices, while food inflation at grocery stores continued to ease. Housing-related inflation also slowed modestly. However, core inflation, which excludes food and energy, remained somewhat sticky at 2.5%, highlighting that underlying price pressures have not fully subsided. Despite the progress, inflation remains above the Federal Reserve’s 2% target, and some economists caution that recent data may still reflect distortions from last year’s government shutdown. As a result, policymakers are expected to maintain a cautious stance on interest rates.
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	The Conference Board’s Leading Economic Index (LEI) fell 0.2% in December to 97.6. Weak consumer expectations, soft new orders, and labor market headwinds drove the downturn. Despite this, financial components, including a positive yield spread and rising building permits, offered some offset. In contrast, the Coincident Economic Index (CEI), which tracks current economic activity, rose 0.2% in December to 115.0, reflecting steady improvement in payrolls, industrial production, and personal income. Meanwhile, the Lagging Economic Index (LAG) inched down 0.1% to 119.6, indicating that some past economic weaknesses continue to linger. Overall, these indices portray an economy that is slowing modestly but remains fundamentally stable.
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	The Conference Board’s Consumer Confidence Index rose 2.2 points to 91.2 in February, rebounding from a modest dip in January. The Expectations Index improved to 72.0, reflecting a slightly more optimistic short-term outlook for income, business, and labor market conditions, while the Present Situation Index fell to 120.0, as consumers’ views of current business conditions softened. Consumers’ concerns continue to focus on prices, inflation, and the cost of living, with elevated expectations for persistent interest rates. Looking at planned spending, consumers are increasingly willing to purchase big-ticket items, particularly used cars, furniture, TVs, and smartphones, while homebuying plans remain steady. Overall, the February data suggests consumer sentiment is gradually improving and supportive of ongoing private-sector demand. Consumer Outlook Consumer Sentiment & Confidence Indexes
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	Global economic activity accelerated in February, with the J.P.Morgan Global Composite PMI rising to 53.3. Growth was underpinned by strong new business inflows, rising business confidence, and a modest rebound in international trade, which increased for the first time since March 2025. The global services sector continued to outpace manufacturing, though the gap narrowed, with financial and consumer services leading growth. Regionally, Asia drove global expansion, led by India, China, and Japan, each posting significant output gains. The U.K. performed well, while growth in the U.S. slowed to a ten-month low. Inflationary pressures rose, with input costs hitting a nine-month high and output prices increasing at the fastest pace since May 2023, particularly in developed economies. Overall, February data indicate
	resilient global expansion, driven by robustservices activity, improvingtrade flows, and sustained business optimism.
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	Elevated home prices and mortgage rates have slowed buyer activity, while sellers remain cautious, reluctant to give up low-rate mortgages. This has resulted in slower sales, flatter price growth, and occasional price cuts, creating the perception of a “stuck” market. Economists emphasize that today’s conditions differ sharply from the 2007–2009 housing crash. The current environment reflects a long- term market correction following the pandemic-era surge in prices and historically low inventories. Price growth has slowed to roughly 1%, mortgage rates have stabilized, and affordability is gradually improving as wages rise. Crucially, the job market remains strong, foreclosures are low, and stricter post-crisis lending standards make a credit-driven collapse unlikely. Most indicators point to a controlled, multi-year market reset.



	Housing Market Outlook
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	The U.S. labor market showed unexpected weakness in February, with nonfarm payrolls declining by 92,000 jobs and the unemployment rate rising to 4.4%. Job losses were broad-based, led by healthcare, leisure and hospitality, construction, information, and federal government employment, while modest gains were seen in social assistance and financial activities. Despite softer employment, wage growth remained resilient, with average hourly earnings rising 0.4% in February, translating to 3.8% year-over-year growth, providing continued support to household income. Economists see February’s report as a challenge to the Federal Reserve’s narrative of a stabilizing labor market, though the central bank is still expected to maintain the benchmark rate at 3.50%-3.75% in March, with a rising probability of a
	rate cutby Juneif laborconditionsremainsoft.
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	BOND MARKET PERSPECTIVE
	February saw a meaningful rally in Treasuries as rates moved decisively lower, reinforcing the market’s shift toward a slower-growth, easier-policy narrative. The 10-year Treasury yield fell 30bps to 3.97%, marking its largest monthly decline since February 2025, while the 2-year yield declined 15bps to 3.38%, its lowest level since August 2022. The larger move in the long end points to falling term premiums and potentiallyincreased confidence that inflation pressures are moderating, while the decline in the front end reflects growing conviction that policy rateswill come down later in2026.
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	Global Fixed Income Returns by Bellwether Index
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	Domestic Fixed Income Returns by Maturity and Credit Quality
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	Domestic Fixed Income Bond Yields
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	Domestic Fixed Income Bond Spreads
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	EQUITY MARKET PERSPECTIVE
	Overall, February’s equity action points to a market in transition, with investors reallocating from concentrated mega-cap leadership toward value-oriented, cyclical, and defensive sectors, reflecting confidence in the durability of economic activity despite ongoing debate around AI investment and selective growth headwinds. We view the mixed performance as a sign rotation beneath headline indices rather than broad risk-off sentiment. Large-cap growth stocks, particularly technology and AI-related names, experienced notable declines while mid- and small-cap stocks outperformed. Sector performance illustrated the rotation as defensive and commodity-linked groups led the advance, including Utilities (+10.4%), Energy (+9.4%) and Materials (+8.4%). In contrast, Technology (-3.9%), Communication Services (-5.1%), and
	Consumer Discretionary(-5.4%) lagged. Non-USequities performed wellas developed(MSCI EAFE)andemerging markets (MSCI EM) gained
	4.7%and 5.3%,respectively.
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	Domestic Equity Returns by Market Cap & Style
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	Domestic Equity Returns by Sector
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	Domestic Equity Valuations by Sector
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