




Global Composite (manufacturing & services combined) Purchasing Managers’ 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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Economy/macro backdrop

Cycle phases EARLY
• Activity rebounds 

(GDP, IP, employment)
• Credit begins to grow
• Profits grow rapidly
• Policy still stimulative
• Inventories low; 

sales improve

MID
• Growth peaking
• Credit growth strong
• Profit growth peaks
• Policy neutral
• Inventories, sales grow; equilibrium reached 

LATE
• Growth moderating
• Credit tightens
• Earnings under pressure
• Policy contractionary
• Inventories grow, sales 

growth falls

RECESSION
• Falling activity
• Credit dries up
• Profits decline
• Policy eases
• Inventories, 

sales fall

China

+
Economic growth

–

Japan 

Australia, S. Korea, Mexico

UK

India

Global business cycle remains in an unsynchronized expansion
The global economy remains in a solid, albeit unsynchronized, expansion as countries continue to face a range of fiscal, monetary, and 
geopolitical crosscurrents. The U.S. demonstrated mid-cycle dynamics with solid economic activity over the quarter, including early signs of 
recovery in the labor market. While domestic activity in China remained subdued, cyclical momentum in most developed-market 
economies stayed intact even amidst elevated energy prices and supply-chain disruptions.

A growth recession is a significant decline in activity relative to a country’s long-term economic potential. Note: The diagram above is a hypothetical illustration of the business cycle, the pattern of cyclical fluctuations in an economy over a few 
years that can influence asset returns over an intermediate-term horizon. There is not always a chronological, linear progression among the phases of the business cycle, and there have been cycles when the economy has skipped a phase or 
retraced an earlier one. Source: Fidelity Investments (AART), as 6/30/26.
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Summary

Futures 
Market 
Pricing
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Global short-term policy rates

BOJ = Bank of Japan. Fed = U.S. Federal Reserve. ECB = European Central Bank. BoE = Bank of England. Chart illustrates central bank target rates, with dotted lines representing market rate expectations using futures contract pricing. Table 
denotes Dec-2026 fed funds rate expectations implied by futures market pricing through the end of 2026. Source: Federal Reserve, ECB, Bank of Japan, Bank of England, Macrobond, Fidelity Investments (AART), as of 6/30/26.8

Rate

Inflation fears inject a hawkish tone from global central banks
After most developed-market central banks eased monetary policy in recent years, higher oil prices and other stubborn components of 
core inflation caused central banks to shift more hawkish in efforts to keep inflation tame. As of the end of Q2, markets expect interest-rate 
hikes during 2026 and into next year. Markets have so far been able to digest the tightening bias from central banks, but if inflation stays 
elevated, monetary policy markers’ reaction to inflation could be a key risk to financial conditions and borrowing rates.

Japan

U.S.

Europe

UK

2026 policy rate expectations (%)
BoJ Fed ECB BoE

Dec-25 1.2 3.0 1.9 3.3
Jun-26 1.2 4.0 2.4 3.9





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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Economy/macro backdrop
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U.S. labor market dynamics
Ratio

Labor force participation
2017 = 100 Participation 

Rate
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Labor market rebounded on strong demand and tight supply
Last year represented a cooling labor market with an average of around 10,000 payrolls created per month, but broad AI-related layoffs 
remained low. The first half of 2026 exhibited tightening labor conditions as payroll growth started to expand, signs of broadening 
emerged across industries, and unemployment claims remained low. Growing demand for labor and a slowing supply of workers from 
tighter immigration policy and aging demographics kept the unemployment rate subdued, reinforcing the mid-cycle expansion.

2025 Average Latest

Labor 
Indicators

Unemployment claims 225K 208K
Total nonfarm payroll growth 10K 92K (YTD)
Breakeven job growth* 115K -25 to 35K
Industries increasing hiring 40% 80%

AI Impact Hiring slowdown attributed to AI – 1%

LEFT: Shading denotes recessions. Source: Bureau of Labor Statistics, Job Openings and Labor Turnover survey, Macrobond, Fidelity Investments (AART) as of 4/30/26. TABLE: Unemployment claims are a 1 month moving average of weekly 
initial unemployment claims. *Monthly payrolls needed to keep unemployment rate from rising. Breakeven job growth estimates are based on AART proprietary immigration and demographic estimates. Industries increasing hiring shows share 
of industries from ADP report with positive monthly job growth. Source: U.S. Immigration and Customs Enforcement, U.S. Department of Homeland Security, U.S. Customs and Border Patrol, U.S. Department of Labor, Hosseini Maasoum, 
Seyed Mahdi and Lichtinger, Guy, Generative AI as Seniority-Biased Technological Change: Evidence from U.S. Résumé and Job Posting Data (August 31, 2025). Available at SSRN: https://ssrn.com/abstract=5425555 or 
http://dx.doi.org/10.2139/ssrn.5425555, Macrobond, Fidelity Investments (AART) as of 6/30/26. Breakeven job growth and ADP data are as of 5/31/26. Nonfarm payroll data is as of 6/30/26. RIGHT: Prime age refers to workers aged 25-54. 
Source: Bureau of Labor Statistics, Fidelity Investments (AART), as of 5/31/26. TABLE: AART proprietary immigration estimates are calendar year estimates of net immigration. Source: U.S. Immigration and Customs Enforcement, U.S. 
Department of Homeland Security, U.S. Customs and Border Patrol, Fidelity Investments (AART), as of 6/30/26. 

AART immigration estimate, millions
2024 2.4
2025 1.0
2026 0.5

Total

Prime-age workers

Workers 
aged 55+

84%

62%

37%

Job openings/ 
unemployed worker



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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38%

42%
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Accommodation and Food Services
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Retail Trade
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Admin/Support
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Total

Health Care and Social Assistance
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Member FINRA/SIPC 4

Hyperscaler 
Capital 
Expenditures 
Continue 
to Rise

Source: LPL Research, Bloomberg 
06/30/26
Oracle's fiscal year ends May 31. All 
other companies report on a calendar 
year basis. Estimates may not 
materialize as predicted and are subject 
to change.



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%

-2%
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8%

10%

12%

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



Contributors to headline CPI inflation

Contribution to year-over-year % change in CPI, non-seasonally adjusted
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Energy Food at home

Core goodsShelter

Dining, recreation and other svcs.

Auto insurance

Jun 2022: 9.1%

May 2026: 4.2%

Apr 2025: 2.3%

50yr avg. Apr 2026 May 2026

Headline CPI 3.6% 3.8% 4.2%

Core CPI 3.6% 2.8% 2.9%

Headline PCE deflator 3.1% 3.8% 4.1%

Core PCE deflator 3.1% 3.3% 3.4%



Inflation gains may be anchored by 
cooling housing prices

Year-over-year home prices inched up in April after steadily dropping
S&P CoreLogic Case-Shiller 20-City Composite Home Price SA Index (%)
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U.S. home prices have been in a 
declining trend for some time now.

Shelter prices account for over a third of U.S. inflation
Weightings of major U.S. CPI components (%)

Source: FactSet, Standard & Poor’s, U.S. Bureau of Labor Statistics, as of 6/30/26. The S&P CoreLogic Case-Shiller 20-City Composite Home Price SA Index is a monthly index that tracks changes in the prices of residential real estate across 
20 major U.S. metropolitan areas. The U.S. Consumer Price Index (CPI) is a broad measure of the average change over time in the prices paid by urban consumers for a market basket of consumer goods and services. Index weightings may be 
subject to change. It is not possible to invest directly in an index. Past performance does not guarantee future results.
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Economy/macro backdrop
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Inflation pressures remain entrenched
Consumer inflation rose in Q2 after the conflict in Iran triggered shipping disruptions and a spike in energy costs. Higher oil prices also  
passed through into core inflation, which excludes the more volatile food and energy components. After exhibiting a steady multiyear 
decline, shelter and service costs are showing signs of reacceleration, adding to tariff and Iran-conflict related inflation in core goods. Our  
inflation outlook is above market expectations and remains well above the Fed’s 2% target into 2027.

LEFT: CPI: Consumer Price Index. Core CPI excludes food and energy. Source: Bureau of Labor Statistics, Macrobond, Fidelity Investments (AART), as of 5/31/26. RIGHT: CPI: Consumer Price Index. Market expectations: inflation swaps. Source: 
Bureau of Labor Statistics, Bloomberg Finance L.P., Macrobond, Fidelity Investments (AART) as of 6/30/26.16

Year-over-year
U.S. CPI inflation

Year-over-year

U.S. Core CPI inflation by category

2% Inflation

Market 
expectations

Rent of shelterCore goods

Core services



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%

Student loans 11.0%

Mortgages 3.8%



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%
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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



Economy/macro backdrop

Fed funds rate
Rate

LEFT: FOMC: Federal Open Market Committee. Shaded area represents AART estimate of neutral fed funds rate. Source: U.S. Federal Reserve Board, National Bureau of Economic Research (NBER), Bloomberg Finance L.P., Fidelity 
Investments (AART), as of 6/30/26. RIGHT: Source: Macrobond, Fidelity Investments (AART), as of 6/30/2026.

Fed’s considerations for next move

19

New leadership and supply shocks complicate Fed policy
The Fed came into 2026 expecting to continue cutting rates amid soft labor markets and falling inflation. Persistent inflation, a recovering 
labor market, and a hawkish tone from the new Fed Chair shifted market expectations to rate hikes. AART’s estimate of neutral fed funds, 
the policy rate that supports stable inflation, suggests the Fed may need to raise rates to tamp down inflation. However, the outlook for 
policy is highly uncertain, as there are several reasons why the new Fed Chair could encourage patience before hiking rates.

Hike rates Hold/cut rates

Inflation
• Above target

• Lagged impact of higher oil

• AI disinflationary

• Trimmed mean/median 
CPI/PCE falling

• Oil/tariff impacts short-lived

Employment
• Payrolls accelerating

• Unemployment rate stable

• Recovery concentrated 
(leisure/healthcare)

• Wage growth decelerating

Other

• Maintain credibility

• Easy financial conditions

• Policy rate below neutral

• Housing weak

• Low-income consumer 
struggling
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Ann. Vol. 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 YTD
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Change in purchasing power by investment in major asset class
Growth of $10,000, adjusted for inflation, 1996 - 2025, annual returns

$90,943 

$55,522 

$24,265 

$9,798 

$0

$10,000

$20,000

$30,000

$40,000

$50,000

$60,000

$70,000

$80,000

$90,000

$100,000

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

Large cap stocks

Small cap stocks

Corporate bonds

Cash





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

Value Blend Growth Value Blend Growth
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15.3 17.6 30.8
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Since previous peak (January 2022) Since market low (October 2022) Forward P/E as % of 20-year avg. P/E
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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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Rare and 
Steady Increase 
in Earnings 
Estimates

Source: LPL Research, FactSet 
07/01/2026 Indexes are unmanaged 
and cannot be invested in directly. 
Past performance is no guarantee of 
future results. Estimates may not 
materialize as predicted.



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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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%
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Information Technology sector market cap weights by region. Source: MSCI, Bloomberg Finance L.P., Haver Analytics, Fidelity Investments (AART) as of 5/31/26. Table presents country weights within the MSCI Emerging Markets Index as of 
6/30/26 and 6/30/25, respectively. Source: MSCI, Bloomberg Finance L.P., Fidelity Investments (AART).6

Share of index
Equity market IT concentration

Tech concentration rose, especially in emerging markets
AI-related companies have demonstrated the strongest performance worldwide in recent years, increasing global market exposure to the 
technology sector. Over the last year, technology exposure in emerging markets catapulted from 23% to 43%, driven by Taiwan and South 
Korea, which now account for more than half of the MSCI EM market capitalization. Strong performance from the tech sector draws 
comparisons to the high-flying markets in the late 1990s/early 2000s, another period of rising market concentration. 

EM
Canada

EAFE

U.S.

MSCI EM country weights
Jun-25 Jun-26

Taiwan 19% 27%
South Korea 11% 24%
China 23% 16%
India 18% 11%



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

N
v
id

ia
M

e
ta

T
e

s
la

A
m

a
z
o

n
A

lp
h

a
b

e
t

M
ic

ro
s
o

ft
A

p
p

le
S

&
P

 5
0
0

-25%

25%

75%

125%

175%

225%

275%

'23 '24 '25 '26 YTD

70

130

190

250

310

370

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

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%



U.S. mid- and small-cap stocks may offer 
attractive value and strong earnings potential

While large-cap indexes still look expensive, mid- and small-cap stocks may offer better value
Current forward P/E ratios vs. 20-year averages

S&P 500 Index MSCI EAFE Index S&P MidCap 400 Index MSCI EM Index S&P SmallCap 600 Index

Mid-cap stocks are expected to 
deliver solid earnings growth
EPS growth estimates, YoY (%)

2026

MSCI EM Index 39.20

S&P 500 Index 23.90

S&P MidCap 400 Index 15.40

MSCI EAFE Index 14.10

S&P SmallCap 600 Index 12.00

Source: FactSet, S&P Global, MSCI, as of 6/30/26. Price-to-earnings (P/E) ratio is a valuation metric that measures the ratio of a company’s stock price to its earnings per share. Earnings per share (EPS) is one measure of a company’s profitability, 
calculated by dividing the company’s net income by its total number of outstanding shares of stock. The S&P 500 Index tracks the performance of 500 of the largest publicly traded companies in the United States. The MSCI Emerging Markets (EM) Index 
tracks the performance of large- and mid-cap EM stocks. The MSCI Europe, Australasia, and Far East (EAFE) Index tracks the performance of large- and mid-cap stocks of companies in those regions. The S&P MidCap 400 Index tracks the performance of 
400 mid-cap companies in the United States. The S&P SmallCap 600 Index tracks the performance of 600 small-cap companies in the United States.  
It is not possible to invest directly in an index. Past performance does not guarantee future results. Manulife John Hancock Investments  |  Market Intelligence 11Previous Next
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SummaryAsset markets
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Relative returns vs. large caps (annualized)

Will small cap broadening continue? 
Relative to large corporations, smaller companies have been more sensitive to higher interest rates in recent years because of their shorter-
term liabilities and greater need for refinancing. Rate cuts in recent years have helped reduce the interest-rate expense of smaller 
companies, many of which have had ample time to adjust to a higher cost of financing. From a business cycle perspective, the largest 
outperformance of small caps tends to be during the early cycle when growth is accelerating.

Past performance is no guarantee of future results. Diversification does not ensure a profit or guarantee against a loss. It is not possible to invest directly in an index. All indexes are unmanaged. See Appendix for important index information. 
Large cap measured by S&P 500 and small cap measured by Russell 2000 and AART proprietary deep history of asset market returns. LEFT: Source: FactSet, Macrobond, Fidelity Investments (AART), as of 5/31/26. RIGHT: Source: Fidelity 
Investments, Macrobond, as of 5/31/26.
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Updated S&P 
500 Earnings 
and Fair Value 
Targets
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Source: LPL Research 
07/01/2026
Indexes are unmanaged and 
cannot be invested in directly. 
Estimates may not materialize 
as predicted and are subject to 
change.





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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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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SummaryAsset markets
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Relative regional equity performance by U.S. dollar changes, 
2003–2026Index

Dollar still expensive, a positive for non-U.S. assets

U.S. dollar valuations (1986–2026)

27

Dollar up Dollar down

Monthly return

Past performance is no guarantee of future results. LEFT: U.S. Dollar Index is DXY. Measures the dollar against a basket of six currencies (Euro, Japanese Yen, British Pound, Canadian Dollar, Swedish Krona, Swiss Franc). Source: Bloomberg 
Finance L.P., EPFR Global, Macrobond, Fidelity Investments (AART) as of 5/31/26. RIGHT: Source: DM is represented by MSCI EAFE Net Total Return USD Index. EM is MSCI Emerging Net Total Return USD Index. U.S. is S&P 500. The dollar is 
represented by the Bloomberg Dollar Spot Index. Source: MSCI, S&P Global, Bloomberg Finance L.P., Macrobond, Fidelity Investments (AART), as of 6/30/26.

The U.S. dollar ticked higher in Q2 after depreciating from its 2025 peak. We continue to believe the greenback remains overvalued 
relative to both developed and emerging-market (EM) currencies, and that this tends to offer a reliable long-term signal for a weaker dollar. 
Historically, a weaker dollar has been a tailwind for the relative returns of DM and EM equities (versus U.S. stocks). We believe owning 
assets denominated in foreign currencies is an important component of portfolio diversification for U.S. investors.
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Major global investment themes
Oct 12, 2022 = 100, total return, USD
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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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SummaryAsset markets
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ForwardRatio

Non-U.S. equity valuations are still relatively attractive

Past performance is no guarantee of future results. DM: Non-U.S. developed markets. EM: Emerging markets. Chart includes trailing 12-month P/Es. It is not possible to invest directly in an index. All indexes are unmanaged. See Appendix for 
important index information. Price-to-earnings (P/E) ratio (or multiple): Stock price divided by earnings per share, which indicates how much investors are paying for a company’s earnings power. Long-term average P/E includes data from 
12/31/04 to 12/31/25. Indexes: DM—MSCI EAFE Index; EM—MSCI Emerging Markets Index; U.S.—S&P 500. Source: FactSet, Bloomberg Finance L.P., Fidelity Investments (AART), as of 6/30/26.

EM
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U.S. average

EM average

DM average

24

Equity valuations have risen across regions over the last three years. The market expects a reversion in valuations across all major regions, 
with forward price-to-earnings (P/E) ratios for the U.S. well above non-US markets. The U.S. P/E ratio remained well above its long-term 
average, making non-U.S. equity valuations appear relatively attractive.

DMEM

U.S.

Forward
Global stock market P/E ratios



Non-U.S. earnings growth estimates and stock 
prices have typically moved together over time

Non-U.S. developed markets earnings growth remains firmly in positive territory

n  MSCI EAFE Index (right axis)  n  MSCI EAFE Index EPS, next 12 months (left axis)
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Both non-U.S. stock prices and 
non-U.S. earnings estimates 
dipped slightly in June.

EPS growth estimates, YoY (%) 2026

Energy 66.14

Information technology 54.87

Materials 25.70

Consumer discretionary 16.64

MSCI EAFE 14.14

Consumer staples 12.42

Industrials 11.50

Financials 8.07

Utilities 4.55

Healthcare 2.38

Real estate 1.51

Communication services –11.83

Source: FactSet, as of 6/30/26. Earnings per share (EPS) is a measure of how much profit a company has generated calculated by dividing the company’s net income by its total number of outstanding shares. YoY refers to year 
over year. The MSCI Europe, Australasia, and Far East (EAFE) Index tracks the performance of large- and mid-cap stocks of companies in those regions. It is not possible to invest directly in an index. No forecasts are guaranteed. 
Past performance does not guarantee future results.
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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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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, 
2018: 
$76

Apr 21, 
2020: 
$12

Mar 8, 
2022: 
$124

Dec 16, 
2025: 
$55

Jun 30, 
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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Oil supply shock subsided with China mitigating the global impact

Past performance is no guarantee of future results. LEFT: Illustrates Brent crude oil futures curves  in USD/barrel. X-axis is month of current underlying contract. Source: Macrobond, Fidelity Investments (AART), as of 6/30/26. RIGHT: Illustrates 
China’s imports of crude oil in millions of barrels per day. Source: China General Administration of Customs (GAC), Joint Organizations Data Initiative (JODI), as of 5/31/26.5

Summary

Brent crude futures curve

After surging to over $120 per barrel in Q1, optimism over the opening of the Strait of Hormuz helped oil prices fall toward pre-Iran conflict 
levels. However, geopolitical risks continue, with oil not fully back to 2025 levels, when markets viewed oil supply as ample. Part of the 
reason oil may not have risen more was China’s multiyear strategy of building petroleum reserves. Chinese oil imports fell sharply in Q2, 
potentially from less demand or substitution of other energy sources and its ability to draw down strategic stockpiles.

Dec-2025

Jun-2026

Mar-2026

China crude-oil imports
Barrels per day (millions)USD/barrel
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Supply 
Forecasts 
Remain 
Supportive 
of Oil

Source: LPL Research, 
Bloomberg, U.S. Energy 
Information Administration 
07/01/26
Any commodities, options or 
futures referenced are being 
presented as a proxy, not as a 
recommendation.
Past performance is no 
guarantee of future results. 
Estimates may not materialize 
as predicted and are subject to 
change.
*OECD commercial stocks of 
crude oil and other liquids.





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
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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
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