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• Economic growth could improve, not slow, in 2026

• There are reasons for U.S. economic and market outperformance

• Which are going to continue, driven by tech and AI

• Stocks follow earnings, not economic data or headlines

• Volatility and corrections are normal, know your risk

• Filter out the noise and:

− Stay invested

−Maintain a long-term perspective

−Diversify
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Executive summary



OUTLOOK
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CAUTIOUSLY 
CONSTRUCTIVE



Source: Bloomberg. Data as of 9/8/2025.
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Growth estimates are rising

U.S. consensus real GDP growth estimate
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.Source: Strategas. Data as of 8/18/2025.

6

Tariffs are higher, but not leading to a recession

Tariffs announced vs. recession odds

Level of tariffs 
announced (billion)

Polymarket 
recession odds
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Source: Bloomberg. Data as of 8/31/2025.
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Current CPI inflation % y/y                                          Market and consumer inflation estimates %

Tariffs showing up in current but not future inflation
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Source: Bloomberg. Data as of 9/8/2025.
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A global easing cycle is underway

Major economies central bank rates (%)
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*Average of four regional Federal Reserve indices: Kansas City, Philadelphia, Dallas, and New York capex plans index. Source: Bloomberg. Latest available data as of 8/31/2025.
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Manufacturing investment is increasing

Capex plans index*
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Source: Bloomberg. Data as of 8/31/2025.
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Job growth is slowing                            Unemployment is low                          Jobless claims are range-bound

It’s a mixed job market
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Source: FactSet. Data as of 8/31/2025.
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But consumers keep spending

U.S. retail sales % y/y
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Source: Bloomberg. Data as of 9/8/2025.
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Because balance sheets are strong

U.S. household net worth and leverage

10.9

169

40

60

80

100

120

140

160

180

10

11

12

13

14

15

16

17

18

19

20

2000 2003 2006 2009 2012 2015 2018 2021 2024

Household liabilities / assets (%, LS) Household net worth ($ tril., RS)

Leverage 
is lower

Net worth 
is higher

Information Classification: PUBLIC

WI-802213-2025-09-10 – 



Source: NY Fed. Data as of 9/8/2025.
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Yet, not all consumers are doing ok

% of loan balance 90+ days delinquent
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*Earnings per share 12-month forward. Source: FactSet. Data as of 9/8/2025.
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Earnings are expected to improve
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*2025 and 2026 is consensus estimates. Tech: information technology sector. Source: FactSet. Data as of 9/8/2025.
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And profit margins are moving higher

S&P 500 net profit margins*
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DON’T BET AGAINST 
THE USA



*Rest of world is MSCI ACWI ex-USA.  Source: Bloomberg. Data as of 9/8/2025.
Past performance is no guarantee of future results. 
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Everyone’s saying “U.S. exceptionalism” is over

Annual return difference between S&P 500. vs. rest of world*
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Source: Bloomberg. Data as of 9/8/2025.
Past performance is no guarantee of future results. 
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But need to step back and see the bigger picture

Global equities since 2010
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Source: FactSet. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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U.S. equities outperform because earnings are higher

Cumulative change in earnings
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*12-month forward margin estimates. Source: FactSet. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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Margins are also better

U.S. vs. European net profit margins* (%)
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IT: information technology. Source: FactSet and MSCI. Data as of 7/31/2025.
Past performance is no guarantee of future results. 
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Index composition also explains different performance

Difference in sector weights (sorted by highest to lowest in the S&P 500)
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Source: Bloomberg. Data as of 9/8/2025.
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U.S. economic leadership is structural

Real GDP since 2010
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Source: Bloomberg. Data as of 9/8/2025.
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Driven by higher productivity

Productivity growth % annualized
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Source: Bloomberg. Data as of 9/10/2025.
Past performance is no guarantee of future results. 
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Majors dollar index                                                          U.S. Treasuries owned by foreigners

USD still in demand?
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TECH DRIVING U.S. 
OUTPERFORMANCE



*Total returns used. Tech: S&P 500 information technology sector. Source: Bloomberg. Data as of 9/8/2025.
Past performance is no guarantee of future results. 
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Tech’s performance gap has widened

Tech vs. S&P 500*
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*12-month forward estimate. Tech: S&P 500 information technology sector. Earnings: 12-month forward earnings per share (eps) indexed to 100 on 12/31/1999.  Source: FactSet. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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Comparing earnings shows why

Tech vs. S&P 500* net margins (%)                            Tech vs. S&P 500 earnings* 
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Price return indices used. Source: Bloomberg. Data as of 9/8/2025.
Past performance is no guarantee of future results. 
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Magnificent 7 leading the way

Magnificent 7 stocks vs. rest of market*

414

161

60

100

140

180

220

260

300

340

380

420

2019 2020 2021 2022 2023 2024

In
d

ex
 le

ve
l r

eb
as

ed
 to

 1
0

0
 o

n
 s

ta
rt

 d
at

e

Mag-7 S&P 500 Excluding Mag-7

Information Classification: PUBLIC

WI-802213-2025-09-10 – 



Source: Bloomberg. Data as of 9/8/2025.
Past performance is no guarantee of future results. 
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Leading to higher “concentration risk”

Magnificent 7 market cap % of total for S&P 500
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*Tech: information technology sector. PE: price to earnings ratio based on 12-month forward consensus earnings estimates. Source: FactSet. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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And valuation concerns

S&P 500 and Tech forward PE*
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*Largest 10 stocks in S&P 500. Source: Bloomberg and FactSet. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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Relative valuations                                    Relative free cash flow margins          Top 10 stocks margins by decade*

But tech isn’t in a bubble
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Source: MSCI and FactSet. Latest available data as of 8/31/2025.
Past performance is no guarantee of future results. 

32

And “concentration risk” isn’t specific to the U.S.

Largest 10 stocks % of total market cap by country
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INVESTING FOR THE 
LONG-TERM
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STOCKS FOLLOW 
EARNINGS, 
NOT ECONOMIC DATA 
OR HEADLINES



*Forward earnings estimates are 12-month forward eps. Source: FactSet. Data as of 9/10/2025.
Past performance is no guarantee of future results. 
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Over the long-term, stocks follow earnings

S&P 500 price vs. forward earnings estimates*
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*S&P 500 earnings: 12-month trailing eps. Real GDP: trailing four quarter average real GDP saar. Growth through June 2025 except household income which is 2024. Source: Bloomberg. Data as of 9/10/2025.
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What drives earnings isn’t the same as the economy

Annualized growth since 2009*
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*Data excludes 2001-2002 due to Sen Jeffords changing party mid-2001. Source: Strategas. Data is through 12/31/2024.
Past performance is no guarantee of future results. 
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The market doesn’t care who is in office

S&P 500 average returns in different presidential years*: 1933-2024

15.7

13.7
13.0 12.9

9.0

4.9

0

2

4

6

8

10

12

14

16

18

D Sen, R House, D
President

R Sen, D House, R
President

R Congress, D President R Congress, R President D Congress, D President D Congress, R President

%

Information Classification: PUBLIC

WI-802213-2025-09-10 – 



Information Classification: PUBLIC38

EXPECT VOLATILITY



Source: Bloomberg. Latest available data as of 8/31/2025.
Past performance is no guarantee of future results. 
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Corrections are normal

S&P 500 max drawdowns (%) per year vs. calendar year returns: 1946 to 2024 
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*Monthly data calculated using 4-week moving average of the number of bulls minus bears according to the AAII investor sentiment index. Source: Bloomberg. Data as of 12/31/2024.
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Don’t be swayed by always changing sentiment

Investor sentiment: AAII Bull-Bear Ratio*
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Forward Returns After 20% Sell Off
S&P 500 

peak
First 20% 
Sell Off Trough 1-Year 3-Year

5/29/1946 9/9/1946 6/13/1949 -0.8% 2.6%
8/2/1956 10/21/1957 10/22/1957 31.0% 36.2%

12/12/1961 5/28/1962 6/26/1962 26.1% 59.3%
2/9/1966 8/29/1966 10/7/1966 24.6% 28.1%

11/29/1968 1/29/1970 5/26/1970 11.9% 35.4%
1/11/1973 11/27/1973 10/3/1974 -26.9% 7.8%
9/21/1976 3/6/1978 3/6/1978 12.6% 49.4%
11/28/1980 2/22/1982 8/12/1982 30.4% 60.7%
8/25/1987 10/19/1987 12/4/1987 23.2% 39.0%
7/16/1990 10/11/1990 10/11/1990 29.1% 56.0%
7/17/1998 8/31/1998 8/31/1998 37.9% 18.4%
3/24/2000 3/12/2001 10/9/2002 -1.2% -5.0%
10/9/2007 7/9/2008 3/9/2009 -29.1% 8.0%
4/29/2011 10/3/2011 10/3/2011 32.0% 79.0%
9/21/2018 12/24/2018 12/24/2018 37.1% 101.0%
2/19/2020 3/12/2020 3/23/2020 59.0% 55.7%
1/3/2022 6/13/2022 10/12/2022 16.5% 59.4%
2/19/2025 4/8/2025* 4/8/2025*

Average 18.4% 40.6%

*High vol is considered when VIX is above 20. Source: Bloomberg. Latest available data as of 8/31/2025.
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Returns after 20% corrections since 1945                       Returns after high levels of vol*

The best time to buy is when things look bleak
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STAY INVESTED



*1990 to 2024. Source: Bloomberg. Data through of 12/31/2024.
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Timing the market is hard

S&P 500 monthly total returns*: average, best each year, prior to best 
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Source: Bloomberg. Data as of 8/31/2025.
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You miss out by staying out

Growth of $10,000 in the S&P 500 - staying invested vs. missing the 10 best days
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*Since 1946 and returns are annualized. Source: Bloomberg. Data as of 8/31/2025.
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No reward for short-term thinking

Average S&P 500 returns and volatility over different time periods* post WWII
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Source: Bloomberg. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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Recessions are occurring less frequently

History of U.S. stocks and economic recessions
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Source: Bloomberg. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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A new regime?

S&P 500 annualized returns by decade
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*Since 1950. Source: Bloomberg. Data as of 8/31/2025.
Past performance is no guarantee of future results. 
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New high doesn’t mean you’re “late”
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THE END

THANK YOU
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Disclosure
This material is provided for educational purposes only. This material is not intended to constitute legal, tax, investment or financial advice and may not be used as 
such.  Effort has been made to assure that the material presented herein is accurate at the time of publication.  However, this material is not intended to be a full 
and exhaustive explanation of the law in any area or of all of the tax, investment or financial options available.  We recommend all individuals consult with their 
lawyer or tax professional, or their investment or financial advisor for professional assurance that this material, and the interpretation of it, is accurate and 
appropriate for their unique situation.  The remarks of the presenter during this presentation and in this outline reflect his or her views and may not reflect the 
opinion or views of BNY Wealth. BNY Wealth conducts business through various operating subsidiaries of The Bank of New York Mellon Corporation. BNY, BNY 
Mellon and Bank of New York Mellon are corporate names of The Bank of New York Mellon Corporation and may be used to reference the corporation as a whole 
and/or its various subsidiaries generally. Trademarks and logos belong to their respective owners. 

Past performance is no guarantee of future results.

©2025 The Bank of New York Mellon. All rights reserved.
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