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gains if fundamentals matter. Speaking of fundamentals, the PE ratio closed a second straight year
at over 25 times earnings. When Greenspan made his irrational exuberance comment 30 years ago
the PE ratio was under 20. The PE ratio’s recent low was 19.5 in 2022 when stocks sold off 19.4%
with the Fed rate hikes to 4.5% by the end of the year to fight inflation and the Russia Ukraine conflict
beginning at the start of that year. It isn’'t clear what could bring down the stock market in the near
term with the 2026 earnings estimates so high. Perhaps one of the market leaders stumbles, like
those on the Top 7 list of companies with 35% of the S&P 500. A sudden escalation of geopolitical
risks perhaps. Stay tuned. The S&P 500 closed at 6,939.03 on Friday and if stocks are still here at
year-end and earnings go sky-high with a 17% gain in 2026, then the PE ratio would be 22.3.

S&P 500 Price-Earnings (PE) Ratio is all over the map L

30 T

30

S&P 500 Weights

Top 7: 35% of S&P
7.86 NVIDIA
6.42 AAPL 2
5.42 MSFT A
3.95 AMZN
3.31 GOOGL
2.70 Meta
2.65 GOOG 0
2.63 Broadcom

25 I 25
End of 2015
pre-Trump
PE ratio
20.3

r 20

Dec 31
2025
6,845 L 15
S&P 2025
Earnings
263e

PE 26.0

Greenspan
Irrational

Exuberance
Dec 5, 1996

15 High inflation
3recessions

in 10 years

Dec 31
2024 |
S&P 5881

PE 25.2

10
Stock market
bubble economy
S&P500 20%-plus
each year 1995-99

Shaded areas represent
recessions

5
70 72 74 76 78 80 82 84 86 88 90 92 94 96 98 00 02 04 06 08 10 12 14 16 18 20 22 24 26

1 fwdbonds.com | 30 January 2026



Economic and Markets Research fwd: Bonds
7100 A r 7100
S&P 500 12 Jan 28
Powell Eiinng
October 29, 2025 Jan o probe
7000 A November 21, 2025 50K 7000
-5.8% Dec 12 iobs
Dec 10 Bra } 332[:2
Fed QE
Nov 5 com Gold
Su;reme -11.4% r }/ Silver
i i h L
6900 Courttarit 1o } l cras 6900
Tech
} } Chips l Jan 5 Jan 29
Crypto Venezuela MSFT
I [ } Dec 23 |nterventlon -10.0%
6800 - 28?33 GDP Jan 21 - 6800
jobs Dec 18 Jan 20 Tariffs
Nov 26 -32K CPI Greenland called off
Tech tariffs
Nov 25 Dec 17
i ov Dec 16 3
6700 BTC $90K Uﬁgmploy (T);%L Jan 27, 2026 [ 6700
Fed talk ment 4.6% 6,978.60
1.9% YTD
Now 7 Now 24 2025 16.4%
oV ov 2024 23.3%
6600 - Al GOOGL I 6600
fears 6.3% 2023 24.2%
2022 -19.4%
Nov 20 Al _—} Nov 21 2021 +26 90;
Tech Bitcoin Williams ) oD
2025 Dec cut 2026 2020 +16.3%
6500 6500
7 14 21 28 5 12 19 26 2 9 16 23 30 6 13 20 27
Nov Dec Jan Feb

Big nothing for 10-yr Treasury yields on Wednesday Fed day (only 8 meetings a year) with a 6 bps
4.22 to 4.28 percent range. The headlines on the Fed statement dropping the employment market
downside risks (darn, no recession), perhaps pushed yields to the 4.28% Wednesday high for the
week, but bonds rallied a little at 230pm ET when Powell took the press conference stage. He was
asked a few times how economic growth can be “solid” with limited job gains. Stocks new record
above 7,000 overnight on Wednesday before the Fed meeting results. Chaos on Thursday after
Microsoft announced earnings. Dollar continued climbing after Warsh Fed announcement, and “rate
cuts are coming” news (Treasury curve did steepen a little) triggered sell-offs in gold and silver. Silver
Friday $118.45 high $74.0 low, close $83.92 down 26.7% on the day. Too late to sell the family silver.

Microsoft (MSFT) down 11.0% YTD

Never thought we would see a major company make so much money and yet see the stock plunge
10% the next day. Questions over Al still perhaps, but looks like hedge funds battling over market
neutral pairs-trading positioning as well: Buy Alphabet, sell Microsoft. Didn’t help that Morgan Stanley
dropped Microsoft the next day as a top-pick, high-conviction stock even with keeping a $650 price

target somehow. Intelligent Cloud revenue 29% YOY versus 28% YQOY last quarter. Not enough.

Calendar Productivity More 575.0 1 575.0
Year Business Intelligent  Personal $ per share July 30 Orealen
Min$  Revenue Processes Cloud Computing 5500 Monthly ranges resamings $553 2 [ 500
Q42025 81,273 34,116 32,907 14,250 5250 o | Jn2s | 5250
Q32025 77,673 33,020 30,897 13,756 5000 2025 I pre-carnings | 5000
Q22025 76,441 33,112 29,878 13,451 o }
Q12025 70,066 29944 26,751 13,371 4750 duly 5 2024 carnings [ 4750
Q42024 69,632 29,437 25544 14,651 4500 $468.35 | 4500
Q32024 65,585 28,317 24,092 13,176 250 July 182028 I | 4250
Q22024 64,727 28,627 23,785 12,315 new record | I I
Q12024 61,858 27,113 22,141 12,604 4000 | [ 4000
Q42023 62,020 25,854 21,525 14,641 3750 [ Suly-Aug | 3750
Income  Processes Cloud Computing 3500 ge&‘:,"gm Ao | 3500
Q42025 38,275 20599 13,873 3,803 I MSFT-17.7% $395.26
Q32025 37,961 20,407 13,391 4,163 250 | I I | catings [ 3250
Q22025 34,323 18,993 12,140 3,190 3000 | 3000
Q12025 32,000 17,379 11,095 3,526 750 I January 30,2026 | 2750
Q42024 31,653 16,885 10,851 3,917 l Apr 25 MSET 430,20
Q32024 30,552 16,516 10,503 3,533 2500 S22 down 11.0% YTD [ 2500
Q22024 27,925 15,706 9,835 2,384 2250 l eormings | 2250
Q12024 27,581 15,143 9,515 2,923 2000 2000
Q42023 27,032 14,515 9,555 2,962 2023 Q2 Q3 Q4 2024 Q2 Q3 Q4 2025 Q2 Q3 Q4 2026 Q2 Q3 Q4

2 fwdbonds.com | 30 January 2026



Economic and Markets Research
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FEDERAL RESERVE POLICY

The Fed met January 27-28, 2026 to consider its
monetary policy. The countdown to the May 2026

Chair turnover continues as do the final legacy Fed

deliberations trying to juggle the risks to the two
mandates of inflation and unemployment. Trump
said Tuesday he had someone in mind to be
announced pretty soon and, “You’'ll see rates come
down a lot.” Well, the President’'s men on the FOMC

got the message and Fed governors Waller and

Miran dissented in favor of a 25 bps cut this week.
The press statement dropped the December

meeting reference to a deteriorating labor market,

the worries there were the main reason for 3 rate

cuts in 2025. The change in the third sentence of the second
paragraph “The Committee is attentive to the risks to both sides

of its dual mandate and—judges—that—downside—risks—to
employment+rose—in—recent—months.” Powell did say in the

opening press conference statement that core PCE would be
3.0% in December up from 2.8% year-on-year in November,

Selected Fed assets and liabilities Change|
Fed H.4.1 statistical release from
billions, Wednesday data 28-Jan 21-Jan 14-Jan 7-Jan  3/11/20*| 3/11/20
Factors adding reserves to Jan 28
U.S. Treasury securities 4265.977 4251.156 4243.253 4235.527| 2523.031| 1742.946
Federal agency debt securities 2.347 2.347 2.347 2.347 2.347 0.000
Mortgage-backed securities (MBS) 2023.710 2035.840 2039.024 2039.024| 1371.846| 651.864
Repurchase agreements 0.006 0.001 0.001 0.000| 242.375| -242.369
Primary credit (Discount Window) 4.516 3.498 5.370 7.225 0.011 4.505
Bank Term Funding Program 0.000 0.000 0.000 0.000
FDIC Loans to banks via Fed 0.000 0.000 0.000 0.000
Paycheck Protection Facility 0.059 0.060 0.061 0.062
Main Street Lending Program 1.561 1.567 1.574 1.571
Term Asset-Backed Facility (TALF I1) 0.000 0.000 0.000 0.000
Gold stock 11.041 11.041 11.041 11.041 11.041 0.000
Central bank liquidity swaps 0.032 0.079 0.122 0.481 0.058 -0.026
Federal Reserve Total Assets 6638.1 6635.4 6632.7 6624.6 4360.0| 2278.065
3-month-tiber % SOFR % 3.64 3.63 3.64 3.65 1.15 2.490
Factors draining reserves
Currency in circulation 2429.415 2430.441 2433.213 2441.944| 1818.957| 610.458
Term Deposit Facility 0.000 0.000 0.000 0.000 0.000 0.000
U.S. Treasury Account at Fed 952.705 871.169 777.061 783.571| 372.337| 580.368
Treasury credit facilities contribution 0.821 0.821 0.821 0.821
Reverse repurchases w/others 1.103 3.344 3.223 4.582 1.325 -0.222
Federal Reserve Liabilities 3755.151 3678.918 3570.960 3601.561| 2580.036| 1175.115
Reserve Balances (Net Liquidity) 2882.940 2956.525 3061.760 3022.997| 1779.990| 1102.950
Treasuries within 15 days 56.032 54.133 68.778 69.223 21.427 34.605
Treasuries 16 to 90 days 228.507 226.957 222.464 214.862| 221.961 6.546
Treasuries 91 days to 1 year 475.696 463.982 454.722 453.783| 378.403 97.293
Treasuries over 1-yr to 5 years 1400.674 1400.837 1409.619 1401.095| 915.101| 485.573
Treasuries over 5-yrs to 10 years 502.929 502.964 491.646 500.394| 327.906| 175.023
Treasuries over 10-years 1602.139 1602.284 1596.025 1596.170| 658.232] 943.907
Note: QT starts June 1, 2022 Change 1/28/2026 6/1/2022
U.S. Treasury securities -1504.802 4265.977 5770.779
Mortgage-backed securities (MBS) -683.736  2023.710 2707.446
**March 11, 2020 start of coronavirus lockdown of country
Fed Policy-key variables Long
2025 2026 2027 2028| Term
Fed funds 3.6 34 31 31, 3.0
PCE inflation 29 24 21 20| 20
Core inflation 3.0 2.5 2.1 2.0
Unemployed 4.5 4.4 4.2 42| 4.2
GDP 1.7 2.3 2.0 19| 18
December 2025 median Fed forecasts

although his estimate was before receiving December PPI data on Friday, January 30. 3.0% is where
the December FOMC forecast was and guessing at 2.5% by Q4 2026. Stay tuned. Solid growth and
low job gains keep Fed rates steady for now. [Breaking: it's Warsh for Fed Chair. Good luck to him.]
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Next up: January CPI inflation report Wednesday, February 11 at 830am ET
Monthly 2025 2025 2024
% Changes Dec Nov Oct Sep Aug Jul Jun May Apr Mar Feb Jan Dec Nov Oct
Core CPI inflation 0.2 na na 0.2 0.3 0.3 0.2 0.1 0.2 0.1 0.2 0.4 0.2 0.3 0.3
Core PCE inflation na 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.1 04 0.3 0.2 0.1 0.3
Core PCE YOY 3.0 2.8 2.7 2.8 29 2.9 2.8 2.8 2.6 2.7 3.0 2.8 3.0 3.0 3.0
Core CPI YOY 2.6 2.6 na 3.0 3.1 3.1 2.9 2.8 2.8 2.8 3.1 3.3 3.2 3.3 3.3
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https://www.federalreserve.gov/newsevents/pressreleases/monetary20260128a.htm
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OTHER ECONOMIC NEWS
Durable goods orders record highs (Monday)

Breaking economy news. Our monthly proxy for business investment within the durable goods orders
data hit a new record in November. Nondefense capital goods orders ex-aircraft rose 0.7% to $78.393
billion in November 2025 which breaks the old record of $78.114 billion in August 2022 under the
Biden administration’s industrial policies. Maybe Fed officials should drop the labor market indicators
as guidance for interest rates and look at business capex orders instead. The new highs could be due
to the big tax bill's favorable depreciation rules for new equipment. The economy is normally indifferent
as to the reasons why because spending is spending, and more of it from any source makes GDP go
up. Durable orders go down in a recession and right now they are doing the opposite.

And with the shutdown data delays still impacting economic releases, as luck would have it, the factory
orders data for November were released on Thursday which always revise the “advance” durables
report, although normally factory orders are a couple of weeks later. On Monday then nondefense
capital goods orders ex-aircraft were 1.0% in September, 0.2% in October and 0.7% in November to
$78.393 billion for the month. On Thursday after “factory orders,” now called New Orders for
Manufactured Goods, nondefense capital goods orders ex-aircraft were 1.0% in September, 0.5% in
October and 0.4% in November to $78.240 billion for the month. Still a record high. Stay tuned.
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Consumer confidence collapsed to start the year (Tuesday)

Breaking economy news. The Conference Board can sure write a good news headline “confidence
collapsed,” but the prior month revision was a quite a big one on the upside, where December was
89.1 and now they say it is 5.1 points higher at 94.2, from which a large 9.7 point collapse in January
brought the index down to 84.5. It is hard to know what to do with the 84.5 low confidence reading,
down from 112.8 in November 2024 when Trump was elected because real consumer spending in
the GDP accounts has been moderate to strong after a cold winter weather 0.6% Q1 2025: 2.5% Q2
2025, 3.5% Q3 2025, and we estimate 3.0% in Q4 2025. Being down in the dumps since Trump 2.0
in terms of confidence has not hurt spending that makes the economy go round. The stock market
yawned on the consumer confidence report at 10am as equity markets continue to focus on, well, we
aren’t sure what stock investors are looking at as they wait for the inevitable new record highs
regardless of the news.
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That was Consumer Confidence, but the most eco news clicks on Tuesday was on the new population
estimates from the Census Bureau under the Department of Commerce, obviously not vetted first by
Trump 2.0 economic officials. Coming someday soon, there will be no new US residents each year to
work in the nation’s shops and malls and hotels and hospitals or factories. The population slowdown,
on which US economic growth and spending depends, was 1.761 million for the resident population
in the year ending July 2025, but most of that, 1.262 million, was due to migration. The surprising
estimates show incoming international migration is still everywhere in the USA, every state, yet in
Minnesota, the in-the-news influx is just 12.5 thousand against California 109.3 thousand, New York
95.6 thousand, Florida 178.7 thousand, Texas 167.5 thousand. Looks like people might be looking for
wrong-doing in the wrong places. The obvious question given that births will keep shrinking relative
to deaths is where are workers in the future going to come from. Stay tuned.
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https://www.census.gov/newsroom/press-releases/2026/population-growth-slows.html
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Trade deficit and jobless claims (Thursday)

Breaking economy news. Jobless claims little changed at 209K but so low it should ordinarily mean a
larger than expected payroll jobs number on Friday, February 6. Too bad these are not normal times.
Continuing unemployment claims, the total number of jobless Americans, well, don’t ask. You can
look, but don’t ask. The trade deficit bounced back to $56.8 billion. Never made sense that America
could go without imported goods for too long, as no US factories have appeared to build them here,
that is if companies could find workers for the factories with the sharp change in the migration trend

to outward. Trade balance Exports Imports

mln - - :
$ Total | Goods |Services| Total | Goods |[Services| Total | Goods |Services

Oct 2025 | -29,206| -58,982| 29,777|302,919| 196,745| 106,174| 332,124| 255,727| 76,397
Nov 2025 | -56,825| -86,900, 30,075| 292,052| 185,641 106,411| 348,877| 272,541| 76,336
Change -27,619| -27,918 298| -10,867| -11,104 237| 16,753| 16,814 -61

The trade deficit increased to $56.8 billion in November from $29.2 billion in October, not too much
narrower than the Q3 2025 average of $59.4 billion, so the boost to real GDP in Q4 2025 will be less.
The first estimate of Q4 2025 real GDP is Friday, February 20 and after the trade data the Atlanta Fed
GDPNow estimate dropped from 5.4% to 4.2% where Q3 2025 growth was 4.4%. The trade deficit
widened, but the imports from China (not seasonally adjusted) were $21.0 billion in November, down
44.5% from $37.8 billion a year ago.
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PPl inflation (Friday)

fwd: Bonds

Breaking economy news. A delayed PPI report for December. The total index rose 0.5% versus 0.2%
consensus and that was all stock futures needed to drop about 0.1% before recovering back to square
one. But frankly, stocks have lots more to consider with earnings this week, Bitcoin, gold, silver, oil,
and the President’s post at 648am ET Friday that Warsh was the one for Fed Chair. Warsh’s name
had been floated as the pick shortly after 9pm ET Thursday evening.
Final demand goods

Monthly % SA
Total
final
2025 demand
Apr -0.3
May 0.4
Jun 0.1
Jul 0.8
Aug -0.2
Sep 0.7
Oct 0.1
Nov 0.2
Dec 0.5

Final demand services

**Final demand goods, less foods and energy is old-fashioned PPI

Less

foods Transportation

and and
Total Foods Energy energy| Total Trade warehousing Other
0.0 -0.9 -0.3 0.3 -0.3 -0.2 0.0 -0.4
0.1 0.0 -0.4 0.3 0.5 1.4 0.0 0.1
0.3 0.0 1.1 0.2 0.0 -0.1 -0.7 0.1
0.6 1.4 0.7 0.4 0.9 1.0 1.5 0.7
0.2 0.0 -0.3 0.4 -0.3 -2.1 0.7 0.3
0.8 0.9 2.9 0.2 0.6 1.5 0.8 0.2
-0.4 -0.6 -3.3 0.5 0.3 -0.8 0.0 0.8
0.8 0.0 3.7 0.2 0.0 -0.6 0.8 0.2
0.0 -0.3 -1.4 0.4 0.7 1.7 0.5 0.3

There are a lot of moving parts to the PPI index, too many, but old-fashioned PPI as we call it, or more
precisely, PPI Commodity data for Final demand goods less foods and energy, rose 0.4% in
December. These core factory prices look like they are taking off, 2.4% year-year in April 2025 when
the Trump tariffs were announced and now 3.7% in December. Time will tell whether the tariffs stop
adding to inflation pressures in the first quarter of 2026 as some at the Federal Reserve believe.
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accurate, FWDBONDS LLC makes no representation or warranty regarding such accuracy and shall not be responsible for any inaccuracy in such statements or assumptions. Note that
FWDBONDS LLC may have issued, and may in the future issue, other reports that are inconsistent with or that reach conclusions different from the information set forth herein. Such other
reports, if any, reflect the different assumptions, views and/or analytical methods of the analysts who prepared them, and FWDBONDS LLC is under no obligation to ensure that such other
reports are brought to your attention.

Copyright 2026 FWDBONDS LLC All Rights Reserved

The articles and opinions in this publication are for general information only, are subject to change, and are not intended to provide specific investment, legal, tax or other advice or
recommendations. The information contained herein reflects the thoughts and opinions of the noted authors only. We are not offering or soliciting any transaction based on this information.
We suggest that you consult your attorney, accountant or tax or financial advisor with regard to your situation. Although information has been obtained from sources we believe to be
reliable, neither the authors nor FWDBONDS LLC vouch for its accuracy, and such information may be incomplete or condensed. Neither the authors nor FWDBONDS LLC shall be liable
for any typographical errors or incorrect data obtained from reliable sources or factual information.

Opinions, estimates, forecasts, and other views contained in this document are those of the FWDBONDS LLC research group, and does not necessarily represent the views of FWDBONDS
LLC or its management. Although the Financial Markets This Week newsletter attempts to provide reliable, useful information, it does not guarantee that the information or other content in
this document is accurate, current or suitable for any particular purpose. All content is subject to change without notice. All content is provided on an “as is” basis, with no warranties of any
kind whatsoever. Information from this document may be used with proper attribution. Alteration of this document or its content is strictly prohibited. ©2026 by FWDBONDS LLC.

By the way, in the way of the usual disclaimers, this is a final legal reminder that there is no investment advice offered or given anywhere in this newsletter or on the fwdbonds.com website.
These are just the things we would like to see before we save, invest, spend, and otherwise plan for the future, which of course is always uncertain.
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