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The Markets  

 
Investors may have a rosier view of the future than consumers do. 

 

In 2026, markets have been volatile with major U.S. stock indexes posting new highs and new lows. “The S&P [Standard 

& Poor’s] 500 posted 30 new highs and one new low; the Nasdaq ⁠recorded 155 new highs and 85 new lows,” reported 

Noel Randewich and Avinash P. of Reuters in mid-August.  

 

The ups and downs of the market reflect investor enthusiasm and uncertainty. In general, investors make decisions about 

what they believe will happen in the future. They weigh the possible effects of geopolitics, artificial intelligence (AI), and 

other factors on companies and the economy and act on their view.  

 

While investors ponder the future, consumers (people who buy goods and services) think about the here and now. For 

months, consumer sentiment has hovered near all-time lows. In April 2026, anxiety about the war in Iran left Americans in 

the worst economic mood in the 50-year history of the University of Michigan’s Index of Consumer Sentiment, according 

to Matt Grossman of the Wall Street Journal.  

 

The mood declined further in May, falling to an all-time low of 44.8, before improving in June and July. In August, 

sentiment fell again. Since 1952, the historic average for the survey has been 84.5. 

 

2026 August  July  June May April 

Index of Consumer Sentiment 51.0 55.2 49.5 44.8 49.8 

Current Economic Conditions 51.8 54.8 47.7 45.8 52.5 

Index of Consumer Expectations 50.6 55.4 50.7 44.1 48.1 

  Sources: University of Michigan Consumer Sentiment Survey 

 

The last drop in sentiment was driven by the Index for Consumer Expectations. It is a relatively small component of the 

entire survey that measures how consumers view prospects for: 

 

• Their own financial situation,  

• The economy over the near term, and  

• The economy over the long term.    

 

“Across all consumers, only 8 percent [of survey participants] expect their income growth to exceed inflation in the year 

ahead, down from 18 percent in December 2024, a reflection of the belief that high prices will continue to be burdensome” 

wrote Surveys of Consumers Director Joanne Hsu. 

 

Consumers are worried about their standard of living and whether wages will keep pace with inflation, while investors are 

focused on what companies and the economy may deliver in the future. 

 

Last week, major U.S. stock indexes finished lower as investors pondered higher bond yields and the government’s efforts 

to bring them lower. “The problem is none of these actions are targeting the root problem: the $40 trillion U.S. national 

debt. Bessent is temporarily stemming the momentum, but not changing the fundamentals. The other problem is that the 



economy is strong and is expected to keep humming along—until the Federal Reserve hikes interest rates,” reported 

Karishma Vanjani of Barron’s. The yield on the 30-year U.S. Treasury bond ended the week at 5.27 percent. 

 

 

Data as of 8/21/26 1-Week YTD 1-Year 3-Year 5-Year 10-Year 

Standard & Poor's 500 Index -1.4% 12.1% 20.5% 20.4% 11.4% 13.4% 

Dow Jones Global ex-U.S. Index -0.1 14.9 23.6 18.0 6.8 6.8 

10-year Treasury Note (yield only) 4.7 N/A 4.3 4.3 1.3 1.5 

S&P GSCI Gold Index 5.5 7.8 38.4 34.5 21.0 13.3 

Bloomberg Commodity Index 3.8 28.1 39.1 10.5 8.6 5.1 
S&P 500, Dow Jones Global ex-US, S&P GSCI Gold Index, Bloomberg Commodity Index returns exclude reinvested dividends. The three-, five-, and 

10-year returns are annualized; and the 10-year Treasury Note is simply the yield at the close of the day on each of the historical time periods.  

Sources: Yahoo! Finance; MarketWatch; djindexes.com; U.S. Treasury. 

Past performance is no guarantee of future results. Indices are unmanaged and cannot be invested into directly. N/A means not applicable.  
 

DOES THE STOCK MARKET REFLECT THE WORLD AROUND US? Often, the answer is no. “[T]he stock 

market aims to capture investors’ best collective guess at tomorrow’s equity reality. It mirrors today’s only when the future 

is likely to look much like the present,” explained The Economist. 

 

Markets don’t expect the future to look like the present. In part, that’s because of AI. No one is certain what an AI future 

looks like. “At one extreme is the utopian view that AI will cause runaway economic growth, accelerate scientific research 

and perhaps make humans immortal. At the other extreme is the dystopian view that AI will cause abrupt, widespread job 

losses and economic disruption, and perhaps go rogue and wipe out humanity,” reported The Economist. 

 

There is a middle ground view, as well, but it “is less dramatic than predictions of an imminent ‘fast take-off’ or 

apocalypse, so tends not to receive much attention.”  

 

AI stocks have an outsized effect on stock markets right now 

 

Investors are confident AI will have a significant impact on the world economy, even if they don’t know what it will be. As 

a result, a few AI-related stocks are dominating performance in some stock indexes. The Economist explained: 

 

“[T]he S&P 500 and the world’s other benchmark indices are no longer the real stock market, either. Rather than mirroring 

the universe of domestic equities, they increasingly reflect the fortunes of a few corporate giants, which in turn mostly rise 

and fall with the unstable outlook for the artificial-intelligence revolution. This is making many benchmarks—and, by 

extension, the stock portfolios and pension pots of investors everywhere—considerably more volatile.” 

  

Investors are looking beyond today’s economy and trying to put a value on what they believe tomorrow’s economy could 

become. It’s an important distinction. A strong stock market does not necessarily mean the economy is thriving, just as a 

weak stock market does not necessarily mean the economy is struggling. Stock prices reflect expectations and expectations 

can change, sometimes quickly. 

 

WEEKLY FOCUS – THINK ABOUT IT 

“Inflation is when you pay fifteen dollars for the ten-dollar haircut you used to get for five dollars when you had hair. 

                                                                                                                      ― Sam Ewing, Writer and humorist 
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Sources: 

https://www.reuters.com/business/retail-consumer/wall-st-futures-tick-higher-oil-retreats-ahead-inflation-data-2026-08-13/ or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-Reuters-S&P-Notches-Record-High%20-%201.pdf 

https://www.wsj.com/economy/consumers/aprils-consumer-sentiment-is-the-lowest-on-record-66652d01 or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-WSJ-Aprils-Consumer-Sentiment%20-%202.pdf 

https://www.sca.isr.umich.edu 

https://www.sca.isr.umich.edu/files/tbmics.pdf and https://data.sca.isr.umich.edu/fetchdoc.php?docid=81440  

https://data.sca.isr.umich.edu/tables.php [See pdf] or go to https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-Index-of-

Consumer-Sentiment%20-%205.pdf 

https://data.sca.isr.umich.edu/survey-description.php 

https://www.barrons.com/market-data or go to https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-Barrons-DJIA-S&P-

Nasdaq%20-%207.pdf 

https://www.barrons.com/articles/bessent-treasury-bonds-yields-buybacks-bf9fa1c4?eafs_enabled=false or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-Barrons-Bessents-Surprise-Interventions%20-%208.pdf 

https://home.treasury.gov/resource-center/data-chart-center/interest-

rates/TextView?type=daily_treasury_yield_curve&field_tdr_date_value=202608 

https://www.economist.com/finance-and-economics/2026/08/18/stock-indices-no-longer-reflect-equity-reality or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-Economist-Stock-Indices-No-Longer-Reflect%20-%2010.pdf 

https://www.economist.com/finance-and-economics/2025/09/04/what-if-artificial-intelligence-is-just-a-normal-technology or go to 

https://resources.carsongroup.com/hubfs/WMC-Source/2026/08-24-26-Economist-What-If-Articifial-Intelligence%20-%2011.pdf 

https://www.brainyquote.com/quotes/sam_ewing_103896 

 

 

 

 

 


