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P/E Multiples Hold Flat as Rates Move Higher

Source: (1) Bloomberg. Data as of September 9, 2026. 

Despite higher US treasury yields, resilient earnings growth has kept stock multiples 
anchored at elevated levels. Strong corporate cash flows, led by mega-cap technology and 
AI expansion, have generated enough earnings momentum to directly offset the downward 
pressure higher interest rates normally exert on valuations. As a result, stock prices 
continue to move in tandem with rising rates rather than compressing. 
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Earnings Supplant Multiple Expansion as Primary 
Driver of Equity Markets

Source: (1) S&P Dow Jones Indices. FactSet. Bloomberg. 2026 data is through August 31, 2026. 

Over the last two years, equity markets have undergone a structural regime shift as double-
digit corporate earnings growth replaced valuation expansion as the primary engine of 
stock returns. As P/E multiples remain elevated but somewhat anchored, future equity 
market returns will depend almost entirely on corporate earnings performance and the 
continued broadening of profit growth across broader market sectors. 

Annual S&P 500 return decomposition 
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Exceptional Q2 2026 Earnings Growth

Source: (1) FactSet, Earnings Insight Report (September 4, 2026). 

Q2 2026 marked the strongest corporate profit performance in five years with S&P 500 
earnings growth at 52.4% y/y, the second consecutive quarter of earnings growth above 
25% and the seventh straight quarter of double-digit expansion. This historic surge was 
driven by the massive buildout in AI infrastructure, near-record net profit margins and 
resilient underlying economic demand. Profit growth extended well beyond Big Tech, as 
non-Mag 7 earnings growth expanded at 33.8% y/y and 87% of S&P 500 companies 
reporting a positive EPS surprise. 

S&P 500 quarterly earnings growth, y/y
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7 consecutive quarters of 
double-digit earnings growth

https://www.mufgamericas.com/insights-and-experience/capital-markets-strategy

	Slide 1

