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Prevailing themes

‘ Multiple supply shocks

e A jobless expansion

e Bifurcated consumers

0 Stubbornly sticky inflation
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Economic
Growth

Buffeted by uncertainty and
trade policy—and now war.
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Gross Domestic Product,

U.S. economy in 2025 recorded strong growth, and weakness
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Trade and uncertainty added volatility to the economy
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Labor Market

Stuck in a low-hiring, low-
firing rate environment.
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Fewer jobs are needed as labor force growth slows
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Both hiring and quits have slowed to decade lows
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Initial Claims in Thousands
4-Week Moving Average

Continuing claims have peaked; initial claims drift lower
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Recent inflation outpaces wage growth
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Slower employment growth is expected after revisions to data
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Consumers

The K-shaped economy
continues.
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Consumers struggle with recent policies
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Expenditures and Income

Spending continues to outpace income growth
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Delinquencies rise as households lean on credit cards
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Who owns equities?

Those in >1% of the wealth Bottom 50%, 1%
down to 10% own roughly /
37% of all equities and

mutual fund shares

The bottom 50% of the wealth
50%-90% distribution own 1% of all

12% equities and mutual fund shares
2%-10%
37%

The top 1% of the wealth
distribution own 50% of all
equities and mutual fund shares

mTop 1% ®m2%-10% =50%-90% = Bottom 50%

Source: Federal Reserve Board, January 2026
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Expenditures and Income
Change from Previous Year

What is the big risk for the wealthy?
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Business
Activity

Non-stop investment driven by
thirst for Al.
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Index of Small Business Optimism

Business optimism soared on election results, soured on trade

110

105

100

95

90

85

Trump’s 1stterm

\/f“/

16 17 18 19

V

Jan 6

Pandemic

20

21

Trump's 2" term

N

lran
war
Biden's term X
Liberation
Day
22 23 24 25 26

':: CoStar Group~



Purchasing Managers’ Survey Indices

Production is expanding
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Fiscal policy boosted GDP in 2023; that's done for now ....
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... but there's no end in sight for investment in technology
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Firms push to improve efficiency, boost labor productivity
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Profit margins grew sharply during the pandemic; still solid
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Inflation and
Monetary Policy

Between a rock and a hard
place.
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Year-Over-Year Change in PCE Price Indices

Progress on the inflation front stalls ....
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.... and sticky inflation keeps Fed watchful
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AL PINPOINT FORECAST
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Forecasts

Between a rock and a hard
place.
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Inflation expected to peak later this year

Year-Over-Year Change in Core PCE Price Index
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Rates and Yields

Fed to move slowly this year; 10-year yield to remain high
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Surging oil prices to weigh on the economy in Q2
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Weaker than the previous forecast
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Christine Cooper, Ph.D.
Chief U.S. Economist
ccooper@costar.com

These materials contain financial and other information from a variety of public and
proprietary sources. CoStar Group, Inc. and its affiliates (collectively, “CoStar”) have
assumed and relied upon, without independent verification, the accuracy and
completeness of such third-party information in preparing these materials. The modeling,
calculations, forecasts, projections, evaluations, analyses, simulations, or other forward-
looking information prepared by CoStar and presented herein (the “Materials”) are based
on various assumptions concerning future events and circumstances, which are speculative,
uncertain and subject to change without notice.

CoStar does not represent, warrant, or guarantee the accuracy or completeness of the
information provided herein and shall not be held responsible for any errors in such
information. Any user of the information provided herein accepts the information “AS IS”
without any warranties whatsoever. To the maximum extent permitted by law, CoStar
disclaims any liability in the event any information provided herein proves to be inaccurate,
incomplete or unreliable.

© 2026 CoStar Realty Information, Inc. No reproduction or distribution without permission.
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