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Year-to-Date Review
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3.6%
Atlanta Fed GDP NOW – Q3

US GDP
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PCE (68%) Net Exports (-3%) Inventories (0%) Fixed Inv Resi (3.7%) Govt. (17%) GDP

Contributions to GDP 2022 2023 2024 2025 2026-H1
Personal Consumption (PCE) 0.9% 1.9% 2.3% 1.4% 1.5%

Fix Inv - Nonresidential 1.0% 1.0% 0.4% 0.8% 1.3%
GDP 1.3% 3.4% 2.6% 2.1% 2.4%
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Spending Growing Faster Than Income
Spending vs Income (YoY%)
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Wage Growth by Income Quartile
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Consumers Continue to Spend
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But, balance sheets in aggregate remain strong

Federal Reserve Bank of NY, Bloomberg 6
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Apollo Global - The AI Capex Boom Is Building Twice as Fast as the Housing Boom | The Daily Spark

Data Center Investments Driving GDP

https://www.apollo.com/wealth/insights-news/insights/daily-spark/the-ai-capex-boom-is-building-twice-as-fast-as-the-housing-boom
https://www.apollo.com/wealth/insights-news/insights/daily-spark/the-ai-capex-boom-is-building-twice-as-fast-as-the-housing-boom
https://www.apollo.com/wealth/insights-news/insights/daily-spark/the-ai-capex-boom-is-building-twice-as-fast-as-the-housing-boom
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Wealth Effect Contribution to GDP

Source:https://www.federalreserve.gov/econres/notes/feds-notes/wealth-heterogeneity-and-consumer-spending-20250805.htmlNSERT>HEADER 9
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US Household Wealth

Est Contribution
Year Total Wealth ($T) YoY Increase ($T) To GDP ($0.03 - $0.05) * Total GDP
2023 146.61                     8.94                        0.9%  - 1.6% 3.4%
2024 159.37                     12.76                      0.7% - 1.2% 2.6%
2025 172.47                     13.09                      1.3% - 2.1% 2.1%

2026-1H 185.65                     13.19                      0.6% - 1.0% 2.4%

* Marginal Propensity to Consume (MPC) 3-5 cents



Let’s Talk about the Fed
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Labor Market
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Unsteady Equilibrium?
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Deaths 
exceed 
births in 

2030
Immigration 
policy is key

https://www.populationpyramid.net/united-states-of-America
https://www.populationpyramid.net/united-states-of-America
https://www.populationpyramid.net/united-states-of-America
https://www.populationpyramid.net/united-states-of-America
https://www.populationpyramid.net/united-states-of-America
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Labor Market Break-evens

Sources: https://www.dallasfed.org/research/economics/2026/0331 



Employment Change by Industry
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Inflation
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Fed’s Preferred Gauge

The Fed's price-stability objective of 2 
percent, as measured by the personal 
consumption expenditures (PCE) 
price index, is a firm, fixed target. Let's 
be equally clear about another aspect of 
the objective: Price stability is not self-
executing, nor is inflation necessarily 
mean-reverting. It is the Fed's job to 
deliver stable prices.
 

"None of these measures are perfect, but 
they all tell a similar story: Inflation is 
running above our 2% target. So the 
Fed's predominant focus right now 
should be on prices."
 
-- Kevin Warsh, Jackson Hole 8/28/262.0
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Inflation Diffusion Index
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Business Activity
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Citi’s Economic Surprise

Sources: Citi, Bloomberg 21
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Interest Rate Outlook
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2 Year UST Yields

Fed Funds Rate



Probabilities of Next Rate Move
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August NFP
Warsh’s Jackson 
Hole Speech

Estimate of Terminal Fed Funds Rate now at 4.59%, or 71 bps of 
additional tightening (2-3 additional 25 bps hikes through 2027)

August CPI



Dot Plot and Market Expectations (September 2026)

25Source: Bloomberg
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But, on balance, I would 
be hard pressed to 
describe broad financial 
conditions as restrictive.
--Kevin Warsh, Jackson 
Hole 8/28/26



Fiscal Situation Continues to Deteriorate

Sources: Congressional Budget Office, Bloomberg 27

Debt to GDP Forecast
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US Debt Details
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30 Year Treasury Yield vs Net Interest % Federal Revenue
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10 Year UST Yield Term Premium
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Big Tech Debt Issuance

31Source: MUFG
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Mid-terms Coming Up

Source: Polymarket 33
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Interest Rates:

Deficits:

Macroeconomic Summary

 Growth:
GDP will remain volatile but expected to be above long-run potential of 1.9% in 2026 given positive tail winds (2.0 – 
2.5% estimate) from strong business investment, fiscal impulse, and a resilient consumer, but ongoing geopolitical 
risks could significantly dampen the outlook.  Additionally, a pullback in an AI-heavily concentrated equity market 
could dampen wealth effect and consumer sentiment.

 Jobs:
Unemployment rate to remain in 4.0-4.5% range, as lower participation offsets slowing payroll 
growth.  Labor market appears stable but remains in an unsteady equilibrium with low turnover.  Not 
a significant source of inflationary pressures.  

Inflation:
Inflation remains elevated due to Iran war, supply chain disruptions, and large-scale infrastructure 
investments. Fed typically looks through supply shocks (e.g. war and tariffs), but concern is 
building around second order effects.  

Fiscal situation continues to deteriorate with ~6% annual deficits and federal debt as a % of GDP 
projected to increase to 175% by 2055. Surging global debt supports higher long-end rates.

Recent Fed communication indicates the bar for additional hikes remains low.  Incoming inflation 
data will be key as long as labor market remains steady.  High levels of deficits combined with 
significant demand for capital from the private sector to keep rates higher for longer. 

Population: Demographic situation worsening through a combination of aging population, tighter immigration 
policy and low birth rates with implications for long term growth.  



Questions?
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“I used to think that if there was reincarnation, I wanted to come 
back as the president or the pope or as a .400 baseball hitter. 
But now, I would like to come back as the bond market. You can 
intimidate everybody.”
– James Carville

Yields higher 
by 2.88%

10-year treasury yields (1993-1994)
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Largest Holders US Debt
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Global Yields
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