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SPENDING GROWTH MODERATED IN LINE WITH INCOME GAINS

AP-170311

Percent Change, Real Disposable | Real Consumer
Dec/Dec Income Spending

2019

2020

2021

2022

2023

2024

2025

PROPRIETARY AND CONFIDENTIAL

+1.1%

+4.5%

+1.3%

-0.2%

+5.5%

+2.2%

+1.1%

Copyright © 2026 Santander US Capital Markets LLC and its affiliates
(“SCM”). All rights reserved. SCM is a member of FINRA and SIPC.

+3.5%

-0.9%

+7.4%

+1.6%

+3.6%

+3.6%

+1.6%

& Santander

Corporate & Investment Banking

Santander US Capital Markets LLC

2



POLICY-RELATED UNCERTAINTY LED BUSINESSES TO HIT THE PAUSE BUTTON ON
INVESTMENT BUT THEY WERE RE-ENGAGING BEFORE THE CONFLICT

Core Capital Goods Orders
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HOUSING AFFORDABILITY HAS IMPROVED; HOUSING BOTTOMING?

NAR Affordability vs. Combined New and Existing Home Sales
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LABOR DEMAND HAS FIRMED MARGINALLY SINCE THE FALL: “NO HIRE, NO FIRE”

Indeed Job Postings Index
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CORE INFLATION STUBBORNLY HIGH BUT UNDERLYING PROGRESS?

Measures of Core Inflation
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FED PoLicy

- Wide Range of Views. Hawks and doves have divergent views on the state of
the labor market, inflation, and the level of neutral. The last dot projections for
longer-run neutral spanned from 2 5/8% to 3 7/8%.

* Resistance Is Building Toward Further Cuts. The fed funds rate target is now
within that range of neutrality. Unless the labor market weakens further and/or
inflation moderates noticeably, any further easing is likely to run into increasing
resistance. Patience is running out on above-trend inflation, with tariff
passthrough and now an energy price shock. The January and March FOMC
minutes revealed that “several” officials believe the next move could be in either
direction. The energy price spike has further pushed officials to the sideline.

*  Fed On Hold in 2026. My projection for above-trend growth, a falling
unemployment rate, and stubbornly high inflation in 2026 is a recipe for the
FOMC remaining somewhat restrictive. The FOMC has currently paused with an
intention to revisit later in the year, but | look for the Fed to hold policy steady for
all of 2026.
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SANCAP ECONOMIC FORECASTS

Economic Forecasts

4/21/2026
Seasonally Adjusted at Annualized Rate
2025 2026 2024 2025 2026
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4 Q4/Q4* | Q4/Q4* | Q4/Q4*
Real GDP -0.6 3.8 4.4 0.5 3.1 2.2 3.4 2.7 24 2.0 2.9
Personal Consumption Expenditures 0.6 2.5 3.5 1.9 1.0 1.4 2.5 2.2 34 2.1 1.8
Nonresidential Investment 9.5 7.3 3.2 2.4 5.0 4.9 8.0 7.1 1.0 5.6 6.2
Equipment and Software 21.4 8.5 5.2 4.3 6.0 5.0 10.0 8.0 3.3 9.9 7.3
Structures -3.1 -7.5 -5.0 -6.5 -1.0 2.0 3.0 3.5 -4.8 -5.5 1.9
Residential Investment -1.0 -5.1 7.1 1.7 -3.0 3.0 2.0 2.0 14 -3.7 1.0
Chg in Business Inventories ($ billions) $172.0 -$18.3 -$23.9 -$15.6 30.0 50.0 70.0 700 [ -44.8 28.5 55.0
Net Exports ($ billions) -$1,380.7 ] -$1,058.0 [ -$955.5 | -$968.7 -970.9 -975.6 -979.6 -983.7 | -1032.6 | -1090.7 | -977.4
Government Spending -1.0 -0.1 2.2 -5.6 6.3 0.9 1.1 1.1 3.6 -1.1 2.3
Real Final Sales (of Domestic Product) -3.2 7.5 4.5 0.3 2.3 1.9 3.1 2.8 2.6 2.3 2.5
Real Final Sales to Domestic Purchasers 1.4 2.4 2.8 0.6 2.3 1.9 3.0 2.7 3.0 1.8 2.5
Nominal GDP 2.9 6.0 8.3 4.2 5.6 4.9 5.9 5.2 4.9 54 5.4
GDP Chain-Weighted Price Index 3.6 2.1 3.8 3.7 2.6 2.9 2.2 2.3 2.5 3.3 2.5
Core PCE Deflator 3.3 2.6 2.9 2.7 4.1 3.3 2.4 2.3 3.0 29 3.0
Consumer Price Index 3.7 1.7 3.1 2.3 3.7 5.2 0.3 2.5 2.7 2.7 2.9
Core Consumer Price Index 3.4 2.2 3.2 1.8 2.9 3.2 2.7 2.7 3.3 2.7 2.9
Unemployment Rate (quarter average) 4.1 4.2 4.3 4.4 4.3 4.3 4.3 4.2 4.0 4.3 4.3
Fed Funds Target Rate (end of period) 4.25-4.50| 4.25-4.50 | 4.00-4.25 | 3.50-3.75 | 3.50-3.75 | 3.50-3.75 | 3.50-3.75 | 3.50-3.75 | 4.25-4.50 | 3.50-3.75 | 3.50-3.75
*Annual figures for the change in business inventories represent the Q4/Q4 changes in the pace of inventory accumulation. Annual data shown
for the unemployment rate and the fed funds rate are average and end-of-period figures, respectively.
Note: Forecasts shown in italics.
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												Real GDP		-1.4		5.3		5.0		2.0		3.6		2.5		1.6		0.7		2.3		1.3		2.9		2.2		2.0		2.3		3.2		4.6		3.3		2.1		2.5		0.6		2.5		3.4		4.8		2.8		-5.2		-28.0		34.9		4.6		5.7		7.0		3.3		7.0		-1.0		0.6		2.9		2.8		2.9		2.5		4.7		3.4		0.8		3.6		3.3		1.9		-0.6		3.8		4.4		0.5		3.1		2.2		3.4		2.7		2.1		3.4		0.0		5.8		1.3		3.4		2.4		2.0		2.9

												  Personal Consumption Expenditures		1.4		3.9		4.0		4.7		3.1		2.8		2.8		1.6		3.1		2.0		2.8		2.1		3.1		2.0		2.7		4.4		2.9		2.2		1.9		1.3		0.6		3.5		4.6		2.7		-6.6		-30.4		40.6		5.5		9.4		14.7		3.4		3.9		0.4		3.3		1.9		0.8		4.5		1.5		3.1		3.0		1.7		3.9		4.0		3.9		0.6		2.5		3.5		1.9		1.0		1.4		2.5		2.2		2.1		2.9		0.0		7.9		1.6		3.0		3.4		2.1		1.8

												  Nonresidential Investment		6.6		12.0		8.9		3.5		0.2		2.8		2.5		-1.8		0.3		3.5		6.2		3.3		4.1		4.6		3.9		9.9		11.7		4.6		2.5		3.7		2.7		7.8		3.9		-1.8		-6.9		-28.7		18.4		11.8		9.3		10.0		-1.5		3.1		12.2		7.0		6.0		7.1		8.5		11.0		1.7		5.5		1.5		2.5		3.5		-3.7		9.5		7.3		3.2		2.4		5.0		4.9		8.0		7.1		5.6		3.2		0.0		5.2		8.1		6.7		1.0		5.6		6.2

												       Equipment and Software		4.1		11.2		13.1		-1.9		4.3		1.7		6.8		-4.3		-1.0		-4.1		-0.4		2.0		2.6		7.8		6.8		12.9		7.3		0.7		0.0		5.3		2.2		4.1		-5.8		-8.7		-18.6		-38.8		48.9		18.1		5.5		12.0		-11.3		-0.5		12.9		0.7		2.7		2.5		-0.2		12.6		-2.6		3.3		0.5		8.9		8.2		-4.3		21.4		8.5		5.2		4.3		6.0		5.0		10.0		8.0		3.3		-2.1		0.0		1.4		4.7		3.3		3.3		9.9		7.3

												       Structures		15.6		15.2		1.3		7.1		-4.0		5.7		-10.2		-12.8		-13.0		9.5		16.9		3.8		-0.4		1.0		-8.4		6.9		25.8		1.6		0.6		-10.8		1.5		13.5		16.8		-6.6		-5.9		-38.7		-5.7		2.9		6.4		0.6		-3.7		-8.4		7.9		8.9		10.7		11.5		30.5		20.1		6.8		11.3		-5.0		-3.9		-2.2		-8.1		-3.1		-7.5		-5.0		-6.5		-1.0		2.0		3.0		3.5		4.3		6.3		0.0		-1.3		9.8		17.2		-4.8		-5.5		1.9

												  Residential Investment		-1.7		13.8		6.2		15.1		8.1		11.1		13.2		6.4		13.1		1.3		-1.1		5.3		9.7		2.3		0.3		8.4		-7.4		2.8		-3.7		-7.8		-4.4		7.0		5.9		1.3		11.8		-25.0		67.3		31.4		5.5		-4.4		-0.8		2.7		-6.9		-11.1		-23.0		-21.3		-6.6		4.2		11.5		1.5		8.2		-2.0		-4.8		4.3		-1.0		-5.1		-7.1		-1.7		-3.0		3.0		2.0		2.0		-4.0		2.5		0.0		0.8		-15.6		2.7		1.4		-3.7		1.0

												  Chg in Business Inventories ($ billions)		$58.3		$92.8		$106.0		$83.2		$169.4		$145.3		$120.3		$99.6		$62.4		$19.2		-$3.7		$55.6		$7.0		$26.0		$55.5		$42.1		$34.1		$0.5		$92.9		$89.8		$114.3		$82.5		$67.5		$25.3		-$39.9		-$261.4		$116.0		$89.4		-$10.3		-$120.8		$16.8		$207.9		$227.4		$114.4		$79.7		$160.6		$43.5		$17.0		$67.5		$61.9		$12.4		$75.1		$69.4		$17.1		$172.0		-$18.3		-$23.9		-$15.6		30.0		50.0		70.0		70.0		54.3		72.4		64.1		118.5		-47.3		-98.7		-44.8		28.5		55.0

												  Net Exports ($ billions)		-$329.7		-$339.9		-$335.4		-$385.3		-$443.6		-$458.9		-$496.2		-$507.1		-$510.3		-$496.3		-$479.5		-$537.2		-$525.1		-$544.6		-$541.8		-$561.9		-$558.5		-$549.0		-$622.4		-$644.3		-$619.4		-$649.0		-$635.0		-$561.9		-$544.8		-$549.4		-$721.8		-$807.1		-$859.7		-$904.3		-$956.9		-$984.6		-$1,106.8		-$1,093.0		-$953.1		-$944.5		-$912.2		-$928.1		-$926.2		-$934.1		-$964.1		-$1,032.2		-$1,064.9		-$1,069.0		-$1,380.7		-$1,058.0		-$955.5		-$968.7		-970.9		-975.6		-979.6		-983.7		-593.5		-616.3		-655.8		-926.4		-1024.4		-925.2		-1032.6		-1090.7		-977.4

												  Government Spending		-1.7		0.5		2.7		-0.3		2.4		4.0		2.1		1.7		3.7		-0.3		1.7		0.7		-1.1		1.1		0.5		3.6		0.8		2.9		3.2		0.5		5.6		5.5		4.6		3.3		4.4		8.9		-6.6		0.4		5.8		-4.6		-2.9		0.0		-3.0		-1.4		1.7		4.1		4.1		3.3		5.2		4.7		2.3		3.3		5.4		3.3		-1.0		-0.1		2.2		-5.6		6.3		0.9		1.1		1.1		1.9		4.8		0.0		-0.4		0.4		4.3		3.6		-1.1		2.3

												Real Final Sales (of Domestic Product)		0.1		4.4		4.7		2.8		1.4		3.0		2.3		1.2		3.2		2.1		3.4		1.0		3.1		1.8		2.5		4.9		3.4		2.9		0.5		0.7		2.1		4.1		5.0		3.5		-4.0		-24.6		25.2		5.0		7.9		9.1		0.6		2.8		-1.3		2.7		3.8		1.3		5.2		2.9		3.7		3.6		1.7		2.4		3.5		2.8		-3.2		7.5		4.5		0.3		2.3		1.9		3.1		2.8		1.9		3.7		0.0		5.1		1.6		3.9		2.6		2.3		2.5

												Real Final Sales to Domestic Purchasers		1.4		4.6		4.5		4.0		2.7		3.3		3.0		1.4		3.2		1.8		2.9		2.1		2.7		2.2		2.4		5.2		3.3		2.6		1.9		1.1		1.6		4.5		4.6		2.1		-4.1		-23.9		28.3		6.4		8.6		9.6		1.5		3.1		0.9		2.3		1.1		1.1		4.5		3.2		3.5		3.6		2.0		3.4		3.8		2.8		1.4		2.4		2.8		0.6		2.3		1.9		3.0		2.7		2.2		3.2		0.0		5.7		1.4		3.7		3.0		1.8		2.5

												Nominal GDP		0.1		7.7		6.7		2.4		3.4		4.9		2.7		0.7		2.0		4.1		3.9		4.2		4.1		3.3		5.3		7.2		5.9		5.1		4.3		2.3		3.8		5.5		6.1		4.0		-3.3		-29.1		39.9		7.2		11.2		13.8		9.8		14.6		7.2		10.0		7.6		6.8		6.8		4.7		8.2		5.1		4.0		6.3		5.1		4.3		2.9		6.0		8.3		4.2		5.6		4.9		5.9		5.2		4.4		4.9		0.0		12.4		7.9		6.2		4.9		5.4		5.4



												GDP Chain-Weighted Price Index		1.5		2.1		1.8		0.2		-0.2		2.3		1.0		0.0		-0.2		2.7		1.1		2.1		2.1		1.1		2.1		2.4		2.6		2.8		1.8		1.6		1.3		2.0		1.3		1.3		1.9		-1.4		3.7		2.5		5.2		6.3		6.3		7.0		8.4		9.3		4.4		3.9		3.8		2.1		3.3		1.6		3.1		2.6		1.8		2.4		3.6		2.1		3.8		3.7		2.6		2.9		2.2		2.3		2.2		1.5		0.0		6.2		6.5		2.7		2.5		3.3		2.5

												Core PCE Deflator		1.3		1.8		1.5		1.1		0.7		1.8		1.3		1.0		1.7		2.2		1.7		1.4		1.9		1.3		1.2		1.8		2.6		2.2		1.3		1.9		1.6		1.7		1.5		1.4		1.8		-0.8		3.0		1.8		3.5		5.8		4.8		5.3		6.1		4.9		5.1		4.7		4.7		4.0		2.4		2.1		4.0		2.9		2.4		2.7		3.3		2.6		2.9		2.7		4.1		3.3		2.4		2.3		2.0		1.6		1.5		4.9		5.2		3.3		3.0		2.9		3.0

												Consumer Price Index		2.5		2.1		1.0		-1.0		-2.6		2.8		1.5		-0.0		-0.2		3.2		1.7		2.6		2.8		0.5		1.9		3.2		3.4		2.2		1.6		1.6		1.1		3.0		1.3		2.8		1.4		-3.8		4.7		2.9		4.1		7.5		6.5		9.0		9.1		9.7		5.4		4.2		3.7		2.9		3.5		2.9		3.7		2.7		1.3		3.2		3.7		1.7		3.1		2.3		3.7		5.2		0.3		2.5		2.2		2.1		1.3		6.8		7.1		3.2		2.7		2.7		2.9

												Core Consumer Price Index		1.6		2.1		1.7		1.6		1.4		2.4		2.0		2.1		2.1		2.7		2.1		1.9		2.1		1.1		1.6		2.3		2.9		2.1		1.5		2.3		2.6		1.8		2.4		2.5		2.3		-2.0		3.9		2.4		1.5		7.1		5.2		6.3		6.7		5.9		6.2		5.2		4.9		4.7		2.9		3.5		4.2		3.2		2.2		3.5		3.4		2.2		3.2		1.8		2.9		3.2		2.7		2.7		2.2		2.3		1.7		5.0		6.0		4.0		3.3		2.7		2.9



												Unemployment Rate  (quarter average)		6.7		6.2		6.1		5.7		5.5		5.4		5.1		5.0		4.9		4.9		4.9		4.8		4.6		4.4		4.3		4.2		4.0		3.9		3.8		3.8		3.9		3.6		3.6		3.6		3.8		13.0		8.8		6.8		6.2		5.9		5.1		4.2		3.9		3.6		3.5		3.6		3.5		3.5		3.6		3.8		3.8		4.0		4.2		4.1		4.1		4.2		4.3		4.4		4.3		4.3		4.3		4.2		3.9		3.7		8.1		5.4		3.7		3.6		4.0		4.3		4.3



												Fed Funds Target Rate (end of period)		0 to 0.25		0 to 0.25		0 to 0.25		0 to 0.25		0 to 0.25		0 to 0.25		0 to 0.25		0.25-0.50		0.25-0.50		0.25-0.50		0.25-0.50		0.50-0.75		0.75-1.00		1.00-1.25		1.00-1.25		1.25-1.50		1.50-1.75		1.75-2.00		2.00-2.25		2.25-2.50		2.25-2.50		2.25-2.50		1.75-2.00		1.50-1.75		0.00-0.25		0.00-0.25		0.00-0.25		0.00-0.25		0.00-0.25		0.00-0.25		0.00-0.25		0.00-0.25		0.25-0.50		1.50-1.75		3.00-3.25		4.25-4.50		4.75-5.00		5.00-5.25		5.25-5.50		5.25-5.50		5.25-5.50		5.25-5.50		4.75-5.00		4.25-4.50		4.25-4.50		4.25-4.50		4.00-4.25		3.50-3.75		3.50-3.75		3.50-3.75		3.50-3.75		3.50-3.75		2.25-2.50		1.50-1.75		0.00-0.25		0.00-0.25		4.25-4.50		5.25-5.50		4.25-4.50		3.50-3.75		3.50-3.75

												2-Year Treasury Yield (end of period)		0.44		0.47		0.58		0.67		0.56		0.64		0.64		1.08		0.73		0.58		0.58		1.20		1.27		1.38		1.47		1.89		2.27		2.52		2.81		2.48a		2.27a		1.75a		1.63a		1.58a																																																										2.48a		1.58a

												10-Year Treasury Yield (end of period)		2.73		2.53		2.52		2.17		1.94		2.35		2.06		2.31		1.78		1.49		1.49		2.45		2.40		2.31		2.33		2.40		2.74		2.85		3.05		2.69a		2.41a		2.00a		1.68a		1.92a																																																										2.69a		1.92a



												*Annual figures for the change in business inventories represent the Q4/Q4 changes in the pace of inventory accumulation.  Annual data shown  

												for the unemployment rate and the fed funds rate are average and end-of-period figures, respectively.

												Note: Forecasts shown in italics.
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												report” as commonly understood under the securities laws and regulations promulgated thereunder nor the product of a research department, (iii) or parts thereof may have been obtained from various 

												sources, the reliability of which has not been verified and cannot be guaranteed by SCM, (iv) should not be reproduced or disclosed to any other person, without SCM's prior consent and (v) is not intended 

												for distribution in any jurisdiction in which its distribution would be prohibited.
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DISCLAIMER

Copyright © 2026 Santander US Capital Markets LLC and its affiliates (“SCM”). All rights reserved. SCM is a member of FINRA and SIPC. This material is
intended for limited distribution to institutions only and is not publicly available. Any unauthorized use or disclosure is prohibited.

In making this material available, SCM (i) is not providing any advice to the recipient, including, without limitation, any advice as to investment, legal,
accounting, tax and financial matters, (ii) is not acting as an advisor or fiduciary in respect of the recipient, (iii) is not making any predictions or
projections and (iv) intends that any recipient to which SCM has provided this material is an “institutional investor” (as defined under applicable law
and regulation, including FINRA Rule 4512 and that this material will not be disseminated, in whole or part, to any third party by the recipient.

The author of this material is an economist, desk strategist or trader. In the preparation of this material, the author may have consulted or otherwise
discussed the matters referenced herein with one or more of SCM’s trading desks, any of which may have accumulated or otherwise taken a position,
long or short, in any of the financial instruments discussed in or related to this material. Further, SCM or any of its affiliates may act as a market maker
or principal dealer and may have proprietary interests that differ or conflict with the recipient hereof, in connection with any financial instrument
discussed in or related to this material.

This material (i) has been prepared for information purposes only and does not constitute a solicitation or an offer to buy or sell any securities, related
investments or other financial instruments, (ii) is neither research, a “research report” as commonly understood under the securities laws and
regulations promulgated thereunder nor the product of a research department, (iii) or parts thereof may have been obtained from various sources, the
reliability of which has not been verified and cannot be guaranteed by SCM, (iv) should not be reproduced or disclosed to any other person, without
SCM'’s prior consent and (v) is not intended for distribution in any jurisdiction in which its distribution would be prohibited.
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