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S&P 500 Price Index
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+106%

-49%

+101% -57%

+401%

-34%

+114%

Jan 1, 1997
15.9x
741

Oct 9, 2002
14.1x
777

Mar 24, 2000
P/E (fwd.) = 25.2x

1,527

Oct 9, 2007
15.1x
1,565

Mar 9, 2009
10.4x
677

Feb 19, 2020 
19.2x
3,386

Mar 23, 2020
13.3x
2,237

Jun 30, 2026
P/E (fwd.) = 20.4x

7,499

-25%

Jan 3, 2022
21.4x
4,797

+110%

Oct 12, 2022
15.7x
3,577

Characteristic 3/24/2000 10/9/2007 2/19/2020 1/3/2022 6/30/2026

Index level 1,527 1,565 3,386 4,797 7,499

Forward P/E 25.2x 15.1x 19.2x 21.4x 20.4x

Dividend yield 1.4% 1.9% 1.9% 1.8% 1.4%

10yr Treasury 6.2% 4.7% 1.6% 1.6% 4.4%



S&P 500 index: Forward P/E ratio

8x

10x

12x

14x

16x

18x

20x

22x

24x

26x

28x

30x

'96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 '20 '22 '24 '26

30-year average: 17.2x

-1 Std. dev.: 13.9x

+1 Std. dev.: 20.5x

Jun 30, 2026:
20.4x

Valuation 

measure
Description Latest 30-year avg.

P/E Forward P/E 20.4x 17.2x

CAPE Shiller's P/E 40.7x 28.8x

Div. Yield Dividend yield 1.4% 2.0%

EY Spread EY minus Baa yield -0.5% 0.7%



Forward P/E and subsequent 1-year returns Forward P/E and subsequent 5-year annualized returns
S&P 500 Total Return Index S&P 500 Total Return Index
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S&P 500 EPS growth S&P 500 profit margins
Year-over-year growth broken into changes in revenue, profit margin and share count Quarterly earnings/sales
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'26F: 
$340
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9%
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13%

14%

15%

16%

'02 '05 '08 '11 '14 '17 '20 '23 '26

Recession
2Q26F: 
15.1%

Share of EPS growth 2026 Avg. '01-'25

Margin 13.7% 2.4%

Revenue 10.9% 5.0%

Share count -0.8% 0.2%

Total EPS 23.9% 7.6%

'28F: 
$456

'27F: 
$398



P/E of top 10 and remaining companies in S&P 500 Weight of the top 10 companies in the S&P 500
Next 12 months % of market capitalization, % of last 12 months earnings
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Top 10 market cap

Top 10 earnings

9x

14x

19x

24x

29x

34x

39x

44x
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Jun 30, 2026: 37.9%

33.7%

Latest Average % of avg.

Top 10 21.6x 20.8x 104%

Remaining companies 19.6x 15.9x 123%

S&P 500 20.4x 16.9x 121%



Top 10 companies in the S&P 500

Index weight on the first day of the indicated year and month for current year

IBM

GE GE Apple

Apple Nvidia

Exxon
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Microsoft
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21%
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Weight = 21%
Market cap. = $2.4tn

18%
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$24.4tn

Jul '26



Magnificent 7 performance in the S&P 500 Magnificent 7 performance dispersion
Indexed to 100 on 1/1/2021, price return Price return

Year-over-year earnings growth
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60%

-14%

31%

40%

22%

38%

47%

9%

-4%

4%
10%

19%

-20%

0%

20%

40%

60%

80%

'21 '22 '23 '24 '25 '26F

Mag 7 S&P 493

Returns '21 '22 '23 '24 '25 '26 YTD

S&P 500 27% -19% 24% 23% 16% 10%

S&P 493 23% -12% 11% 14% 13% 15%

Mag 7 40% -40% 76% 48% 23% 0%

    Return share* 33% 56% 63% 55% 46% 1%



AI-related industry performance AI-related industry earnings growth

Price return Year-over-year
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Industry NTM P/E

Hyperscalers 21.6x

Semiconductors 22.5x

Hardware 28.3x

Power 23.3x

Software 21.1x

Industry % of S&P 500

Hyperscalers 16.1%

Semiconductors 19.2%

Hardware 10.7%

Power 2.7%

Software 7.5%

Total 51.5%**



S&P 500 earnings growth by sector Top 50 performing S&P 500 companies by sector

2Q26, consensus estimates, year-over-year 2026 YTD, number of companies

Value vs. growth P/E discount
Russell 1000 Value vs. Growth, next 12 months
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S&P 500

Value Growth

Value Growth

Style Latest
Long-

term avg.

Value 17.4x 14.3x

Grow th 25.3x 21.5x



Valuation dispersion
Dispersion between the forward P/E of S&P 500 stocks in the 20th and 80th percentile
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Average Current

Median S&P 500 P/E 16.2 18.1

Valuation spread 11.9 16.8



Percent of market capitalization by sector Valuations, interest coverage and earnings
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Info. Tech. Large cap
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Growth Value

Large cap 57% 43%

Mid cap 29% 71%

Small cap 26% 74%



Forward P/E vs. 20-year avg. P/E

Value Blend Growth Value Blend Growth

17.4 20.4 25.3

14.1 16.4 20.1

15.3 17.6 30.8

14.6 16.5 21.5

17.2 26.4 53.5

16.9 23.3 31.9

Since previous peak (January 2022) Since market low (October 2022) Forward P/E as % of 20-year avg. P/E
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Energy Materials Financials Industrials

Cons. 

Disc. Tech.

Comm. 

Services

Real 

Estate

Health

Care

Cons.

Staples Utilities S&P 500

S&P 500 weight         3.0% 1.8% 11.8% 8.9% 9.3% 38.0% 9.7% 1.8% 8.9% 4.6% 2.2% 100.0%

Russell Growth weight 0.4% 0.3% 4.4% 8.9% 8.2% 54.3% 16.1% 0.4% 5.4% 1.2% 0.3% 100.0%

Russell Value weight 5.5% 3.8% 19.1% 11.4% 10.6% 18.6% 3.3% 3.7% 12.6% 7.5% 3.9% 100.0%

QTD -13.4 2.0 9.0 14.9 9.3 31.8 8.3 9.5 8.8 0.3 -0.5 15.2

YTD 19.7 12.0 -1.2 20.2 -0.8 19.8 0.8 14.8 3.5 8.0 7.7 10.2

Beta to S&P 500 1.0 1.0 1.0 1.1 1.2 1.2 0.8 0.8 0.7 c 0.5 0.5 1.0

Correl. to Treas. yields -0.1 -0.5 -0.2 -0.4 0.1 0.1 0.1 -0.7 -0.7 -0.6 -0.6 -0.2
 

Foreign % of sales 35.6 51.0 28.4 35.9 34.8 54.1 49.7 19.0 32.1 39.6 1.8 42.2

NTM earnings growth 20.2% 22.9% 10.7% 12.4% 13.4% 39.8% 14.0% 5.2% 11.0% 6.5% 10.0% 20.1%

20yr med. 7.0% 11.6% 11.6% 11.7% 13.6% 12.2% 9.2% 6.2% 8.3% 6.8% 4.7% 10.3%

Forward P/E ratio                  12.5x 17.4x 15.0x 26.3x 26.0x 23.3x 19.3x 18.3x 18.3x 21.7x 18.0x 20.4x

20yr avg. 13.9x 15.8x 13.0x 17.0x 20.8x 18.8x 15.9x 17.3x 15.1x 18.0x 16.1x 16.4x

Dividend yield 3.1% 1.6% 2.0% 1.2% 2.0% 0.6% 0.8% 3.5% 2.0% 2.6% 2.9% 1.4%

20yr avg. 3.0% 2.3% 2.3% 2.2% 1.7% 1.2% 4.0% 3.7% 2.0% 2.9% 3.8% 2.1%



S&P 500 intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.2%, annual returns were positive in 35 of 46 years
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Contributors to real GDP growth 
Seasonally adjusted annualized rate

2.1%

0.5%

4.4%
3.8%

-0.6%

2.1%
2.8%

2.9%

-6%

-4%
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10%
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14%

1Q264Q253Q252Q251Q25202520242023

Annual Quarterly

Share of 

nominal GDP

Avg. 

contribution

1Q26 

contribution

Consumption 68% 1.7% 0.4%

Bus. fixed investment 13% 0.4% 1.4%

Gov't spending 19% 0.2% 0.7%

Residential 4% 0.0% -0.3%

Net exports -4% -0.1% -0.4%

Chg. in private inventories - 0.0% 0.2%

Real GDP 100% 2.2% 2.1%

2000 - 2025



Nonfarm payroll gains Civilian unemployment rate and annual wage growth
Month-over-month change and 3-month moving average, thousands, SA Private production and non-supervisory workers, seasonally adjusted, %

May 2026: 
3.6%

May 2026: 
4.3%
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Job creation by sector
Average monthly change by quarter, thousands of jobs, seasonally adjusted
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Growth in working-age population Drivers of GDP growth

Percent increase in civilian non-institutional population ages 16-64 Average year-over-year % change

Capital spending components

Share of capital spending as a percent of GDP, annual
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Contributors to headline CPI inflation

Contribution to year-over-year % change in CPI, non-seasonally adjusted
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50yr avg. Apr 2026 May 2026
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The U.S. dollar The U.S. trade balance

DXY Index, level Current account balance, % of GDP

Developed market interest rate differentials and the dollar

Difference between U.S. and international 2-year yields*
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Capex from the major AI hyperscalers* Hyperscalers' cash flow and capex

USD billions; Alphabet, Amazon, Meta, Microsoft, Oracle % of sales
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Length of tasks AI agents can autonomously complete Businesses using AI in any business function

Time to complete tasks at 80% success, by model* % of all firms reporting use of AI applications
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Average tariff rate on U.S. goods imports for consumption

Duties collected / value of total goods imports for consumption, 1900 - 2026
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Jun 30, 2026: 10.7%

Apr 8, 2025 (peak): 30.0%

Estimates of 
statutory tariff rate*

Feb 20, 2026 (inc. IEEPA): 15 .9%



Labor compensation vs. corporate profits Consumer share of total pre-tax income and spending
Share of national income, annual and 1Q26 By pre-tax income cohort, 2024

Net worth growth by income cohort

Cumulative growth from 4Q19, by pre-tax income cohort, USD trillions
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Consumer balance sheet Household debt service ratio

1Q26, USD trillions, not seasonally adjusted Debt payments as % of disposable personal income, SA

Flows into early delinquencies

% of balance delinquent 30+ days

Other financial assets: 45%

Mortgages: 67%

Pension funds: 17%

Deposits: 7%

Other tangible: 5%

Homes: 26%
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11.1%**
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Total liabilities: $21.6tn

Total assets: $204.5tn

Assets Liabilities

Other non -revolving: 2%

Revolving*: 6%

Auto loans: 7%

Other liabilities: 10%

Student loans: 9%
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Loans 1Q26

Auto loans 7.7%

Credit cards 8.6%
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The 2026 federal budget Federal deficit and net interest payments

USD trillions % of GDP, 1973 - 2036, CBO Baseline Forecast

Federal net debt (accumulated deficits)
% of GDP, 1940 - 2036, CBO Baseline Forecast, end of fiscal year

CBO's Baseline economic assumptions

2026 '27-'28 '29-'30 '31-'36

Real GDP growth 2.3% 1.9% 1.8% 1.8%

10-year Treasury 4.1% 4.3% 4.3% 4.4%

Headline inflation (CPI) 3.0% 2.5% 2.3% 2.3%

Unemployment 4.6% 4.5% 4.4% 4.2%
20%

40%

60%

80%

100%
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140%

'40 '48 '56 '64 '72 '80 '88 '96 '04 '12 '20 '28 '36

2025: 
99.4%

-15%

-11%

-7%

-3%

1%

5%

'73 '78 '83 '88 '93 '98 '03 '08 '13 '18 '23 '28 '33

Primary deficit or surplus

Net interest payments

Total deficit or surplus

Net interest: $1,039bn (14%)

Income taxes: $2,751bn (37%)

Medicaid: $708bn (10%)

Customs duties: $418bn (6%)

Medicare: 
$1,287bn (17%)

Corporate taxes: $404bn (5%)

Social Security: 
$1,666bn (22%)

Payroll taxes: $1,826bn (25%)

Defense: 
$885bn (12%)

Other mandatory: $869bn (12%)

Other: $197bn (3%)

Non -defense disc.: $996bn 
(13%)

Deficit: $1,853bn (25%)

$0.0

$1.0

$2.0

$3.0

$4.0

$5.0

$6.0

$7.0

$8.0
Total spending: $7.4tn

Total government spending Sources of f inancing

Forecast

2036: 
120.2%

Forecast



Change in production and consumption of liquid fuels Price of oil
Production, consumption and inventories, millions of barrels per day WTI crude, nominal prices, USD/barrel

Production '23 '24 '25* '26* '27* '23-'27

U.S. 22.0 22.8 23.6 24.2 25.0 13.9%

OPEC 28.5 28.4 29.3 23.1 29.3 2.8%

Russia 10.9 10.5 10.5 10.5 10.7 -2.4%

 Global 102.5 103.1 106.1 99.0 109.3 6.7%

Consumption

U.S. 20.3 20.5 20.6 20.7 20.7 2.2%

China 16.0 16.4 16.6 16.4 16.9 5.9%

India 5.4 5.6 5.7 5.8 6.1 13.2%

 Global 101.4 102.8 104.0 102.9 105.3 3.8%

Inventory Change 1.0 0.3 2.1 -3.9 4.0

U.S. crude oil inventories

Million barrels

Jul 3, 2008: 
$145

Feb 12, 
2009: 
$34

Jun 13, 
2014: 
$107

Feb 11, 
2016: 
$26

Oct 3, 
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$76

Apr 21, 
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$12

Mar 8, 
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$124

Dec 16, 
2025: 
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2026: 
$70
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Retail gasoline prices U.S. net imports of petroleum and related products*

All regular formulations, USD per gallon, weekly % of nominal GDP, quarterly

Consumer expenditures on energy

% of total income, by pre-tax income cohort, 2024

1Q26: -0.3%
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Consumer Sentiment Index* and subsequent 12-month S&P 500 returns

Apr 2021: 
-1.2%

Apr 2020: 
+43.6%

Feb 2020: 
+29.0%

Jan 2015: 
-2.7%

Aug 2011: 
+15.4%

Nov 2008: 
+22.2%

Jan 2007: 
-4.2%

Oct 2005: 
+14.2%

Jan 2004: 
+4.4%

Mar 2003: 
+32.8%

Jan 2000: -2.0%

Oct 1990: +29.1%

Mar 1984: +13.5%

May 1980: +20.0%

May 1977: +1.2%

Feb 1975: +22.2%

Aug 1972: -6.2%

Jun 2022: +17.6%

Dec 
2024: 

+16.4%

Jun 
2026: 
49.5
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Average: 77.3

Sentiment cycle turning point and subsequent 
12-month S&P 500 index return

Avg. subsequent 12mo S&P 500 returns

  10 sentiment peaks +4.8%

  9 sentiment troughs +24.1%

Recession



 Federal funds rate expectations

 FOMC and market expectations for the federal funds rate

4.08%
3.89%

3.78%

3.80% 3.60% 3.40%

3.10%
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Federal funds rate

FOMC year -end estimates

FOMC long -run projection*

Market expectations

Range of market expectations since Dec '25 SEP

 FOMC June 2026 forecasts

 Percent

2026 2027 2028 Long run*

 Change in real GDP, 4Q to 4Q 2.2 2.3 2.2 2.0

 Unemployment rate, 4Q 4.3 4.3 4.2 4.2

 Headline PCE inflation, 4Q to 4Q 3.6 2.3 2.0 2.0

 Core PCE inflation, 4Q to 4Q 3.3 2.5 2.1

Long run



Nominal and real U.S. 10-year Treasury yields
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Sep 30, 1981: 
15.84%

Jun 30, 2026:
1.62%

Jun 30, 2026:
4.44%

Average

(1958 - present) Jun 30, 2026

 Nominal yields 5.71% 4.44%

 Real yields 1.92% 1.62%

 Inflation 3.79% 2.82%

Real 10-year U.S. Treasury yield

Nominal 10-year U.S. Treasury yield



U.S. Treasury yield curve
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Return Fixed income returns in different interest rate scenarios

 U.S. Treasuries 6/30/2026 12/31/2025 2026
Avg. 

Maturity

Correlation 

to 10-year

Correlation 

to S&P 500

Total return, assumes a parallel shift in the yield curve

   2-Year 4.14% 3.47% 0.53% 2 years 0.75 0.03

   5-Year 4.19% 3.73% -0.28% 5 0.94 0.03

   TIPS 2.06% 1.69% 1.15% 7.1 0.75 0.38

   10-Year 4.44% 4.18% -0.14% 10 1.00 0.00

   30-Year 4.91% 4.84% 0.74% 30 0.94 -0.04

 Sector

   U.S. Aggregate 4.73% 4.32% 0.62% 8.2 0.91 0.29

   IG Corps 5.20% 4.81% 0.86% 10.5 0.70 0.50

   Convertibles 4.29% 6.13% 21.28% - 0.01 0.86

   U.S. HY 7.16% 6.53% 1.96% 4.8 0.13 0.79

   Municipals 3.58% 3.60% 2.32% 13.4 0.73 0.33

   MBS 4.97% 4.63% 0.99% 7.2 0.83 0.30

   ABS 5.14% 4.69% 1.62% 2.2 0.40 0.30

   Leveraged Loans 8.73% 8.10% 1.48% 4.7 -0.21 0.60

Yield

9.1%

3.2%

-0.4%

-2.9%

4.2%

3.2%

-1.6%

-1.2%

-10.6%

-3.5%

0.3%

-0.3%

2.3%

8.7%

5.1%

5.0%

3.6%

7.2%

4.3%

5.2%

4.7%

4.9%

4.4%

5.1%

4.2%

4.2%

8.3%

7.1%

10.4%

10.1%

10.1%

5.8%

12.0%

10.6%

20.5%

12.4%

9.8%

8.7%

6.0%
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U.S. HY

Convertibles

IG Corps

U.S. Aggregate

30yr UST

10yr UST

TIPS

5yr UST

2yr UST

1% fall

1% rise

No change



Fixed income investable market vs. the Bloomberg U.S. Aggregate Index
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1/22/2025

USD trillions, 1Q26
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Corporate credit spreads Credit rating and default rates in U.S. high yield

Option adjusted spread, 2001 - present %, J.P. Morgan Domestic High Yield Index
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Spread YTW Spread YTW

Avg. 145bps 4.4% 500bps 8.0%

Current 74bps 5.2% 270bps 7.2%
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Muni tax-equivalent and Treasury yield curves State and local, federal and corporate debt

 % of GDP, 1988 - 2025, end of fiscal year

State rainy day fund balances

Median savings balances as a % of total spending, 1988 - 2026, fiscal year
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Yield to worst across fixed income sectors

Percent, past 15 years
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Yield to worst and subsequent 5-year annualized returns
Bloomberg U.S. Aggregate Total Return Index

R² = 89%
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4.73% implies a forward 5yr return 
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USD yield Expected change in policy rates

Aggregates 6/30/2026 12/31/2025 6/30/2026 Local USD Duration
Correlation 

to U.S. 10yr

Basis points, end of 2026

  U.S. 4.73% 4.32% - 0.62% 0.62% 5.9 years 0.93

  Gbl. ex-U.S. 3.18% 2.99% - - -0.73% 6.5 0.71

  Canada 3.74% 3.62% 4.89% 2.59% -0.88% 6.7 0.60

  Japan 2.48% 2.04% 4.69% -2.42% -5.89% 7.9 0.72

  Germany 3.04% 2.84% 4.34% 1.41% -1.28% 6.0 0.67

  UK 4.70% 4.38% 4.57% 0.34% -0.98% 7.2 0.64

  Italy 3.31% 3.09% 4.61% 1.06% -1.62% 6.1 0.55

 China 1.60% 1.79% 3.78% 1.81% 4.85% 6.0 0.50

Sector

 Euro Corp. 3.46% 3.23% 4.76% 1.33% -1.36% 4.5 years 0.46

 Euro HY 6.16% 5.83% 7.46% 1.87% -0.83% 3.4 0.11

 EMD (USD) 6.92% 6.80% - - 3.32% 6.0 0.42

 EMD (LCL) 6.10% 5.87% - 2.43% 1.52% 5.4 0.34

 EM Corp. 6.06% 5.90% - - 2.21% 5.1 0.33

Local yield 2026 Return

Hikes

Cuts
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Returns Share of global market capitalization
Local USD Local USD % weight in MSCI All Country World, USD, monthly

Regions

U.S. (S&P 500) - 10.2% - 17.9%

Non-U.S. 16.6% 14.0% 25.1% 33.1%

EAFE 12.1% 9.8% 21.2% 31.9%

Eurozone 13.1% 10.1% 24.7% 41.3%

Emerging markets 26.9% 24.0% 32.1% 34.4%

Selected Countries

Japan 20.2% 16.0% 24.7% 25.1%

UK 7.6% 6.2% 25.8% 35.1%

France 6.2% 3.4% 14.2% 29.5%

Canada 11.5% 7.7% 30.9% 37.4%

Germany 2.2% -0.5% 20.9% 37.1%

China -14.8% -14.9% 30.7% 31.4%

Taiwan 64.8% 62.6% 34.0% 39.8%

Korea 135.4% 118.9% 96.5% 100.8%

India -4.9% -9.7% 9.5% 4.3%

Brazil 4.5% 9.5% 35.6% 50.4%

5.7%

0.4%

2026 YTD 2025 15-years

Ann.
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Cycles of DM ex-U.S. outperformance and USD
International developed out/underperformance vs. U.S., MSCI EAFE, MSCI USA, DXY Index, total return, rolling 2-year ann.
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Sources of global equity returns*
Total return, USD
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Valuations by region/country Relative valuations by sector
Forward P/E ratio Forward P/E ratio, MSCI ACWI ex-U.S. divided by S&P 500
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Earnings growth: GFC to pre-pandemic Earnings growth: Pandemic to present/consensus estimates
Jan 2008 = 100, last 12 months, local currency, monthly Jan 2020 = 100, last 12 months, local currency, monthly
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Major global investment themes
Oct 12, 2022 = 100, total return, USD
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Top 10 companies in regional indices

Index weight on the first day of the current month

Nvidia

Apple

Microsoft

Broadcom

Micron

Alphabet

Meta

Amazon

Tesla

Eli Lilly

TSMC

Samsung Electronic

SK Hynix

Mediatek

Delta Electronics
SK Square

Hon Hai Precision Industry

Tencent

Alibaba

HDFC Bank

ASML

Schneider Electric

SAP

Banco Santander

Allianz SE

BBVA

Siemens

Siemens Energy

TotalEnergies

Iberdrola

Tokyo Electron

Visional

Advantest Corp

Murata 
Manufacturing

SoftBank Group

Toyota Motor Company

Sony Group

Mitsubishi UFJ 
Financial Group

Sumitomo Mitsui

Hitachi
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Global Composite (manufacturing & services combined) Purchasing Managersô Index, quarterly

'26 May Jun

Global 51.8 51.6

Manufacturing 52.6 52.4

Services 51.3 51.0

DM 50.6 -

EM 53.6 -

U.S. 51.5 52.2

Japan 51.1 52.5

UK 49.7 49.4

Euro Area 48.5 49.5

Germany 48.8 48.0

France 44.9 47.6

Italy 50.4 -

Spain 50.2 -

China 54.0 -

India 59.3 57.4

Brazil 49.5 -
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Historical and expected policy rates Government fixed investment
Target policy rates and market implied forward rates Average annual growth rate, general government fixed capital formation
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Private EquityVenture Capital

Private Credit

Transport

Real Estate

Infrastructure

Directional 
Hedge Funds

Absolute Return 
Hedge Funds
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Correlations, returns and yields 
10-year correlations and 10-year annualized total returns, 1Q16 - 4Q25

Bubble size = yield
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China Europe U.S. India Japan ROW
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Infrastructure investment needs by region
USD trillions, 2016 - 2040, constant 2016 prices

Planned public funding**

U.S. infrastructure funding & funding gaps
USD trillions, 2024 - 2033, as of 2024

Additional funding needs*
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Additional funding needs*

Planned funding**

$2.0tn

$2.2tn

$1.9tn

$1.3tn

$0.3tn

Share of total

Asia 54%

ROW 17%

Europe 16%

U.S. 13%

$28.4tn

$14.8tn

$12.4tn

$4.5tn

$3.8tn

$29.8tn




