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quity markets delivered 
larger than normal swings 
resulting in marginal losses on 
the week.  

The S&P 500 closed down approximate-
ly 2%, taking gains to 12.3% on the year 
while non-U.S. developed (-2.7%) and 
emerging (-3.4%) fell further given the 
strengthening USD (+0.90%). Market 
speculation on monetary policy and 
robust corporate sector news were 
the primary drivers. Credit spreads 
widened slightly, and treasury yields 
fell across the curve with the 10-year 
closing at 4.06%.  Commodity markets 
traded lower in sympathy with the risk 
off tone taking WTI crude oil back 
below $60/barrel.        

Financial Market Highlights 
• U.S. equity market saw more consol-
idation last week with monetary policy
and a slow reboot of economic data
acting as the primary drivers.
• The past week of Bitcoin and Ethere-
um wiping out all of 2025 gains re-
minds investors of the massive swings
crypto can bring which includes 10+
declines of 25%, 6 of 50%, and 3 of
75%.
• Large UST auctions, including a
$48.5b 10yr issue, over the past two
weeks have reinforced competing
narratives of market complacency and
long-term fiscal profligacy.

Economic Highlights
• The K-shaped recovery has several
plausible explanations including a ro-
bust stock market, low household debt,

anemic job prospects, and challenging 
affordability.

Policy Highlights
• An important reminder is that
OBBB stimulus is concentrated in the
first half of 2026, after which markets
will need to rely on less constrained
economies for fiscal stimulus.
• A provocative “Post Neoliberal”
translation from Compact of Stephen
Miran’s philosophy isn’t that FOMC
models are bad technique or bad data,
rather that the world they are trying
to measure no longer exists where
markets and politics exist independent
of one another.

Bullish Asset Allocation Narratives
•	 Growth conducive policies including
an incrementally less restrictive Fed,
OBBB fiscal stimulus, and business
friendly deregulation.
•	 A healthy consumer with room to
re-lever thanks to lower debt levels and
higher net worth.
•	 Exceptional U.S. corporate earnings

growth, profit margins, and forward 
guidance.
•	 Fading tariff levies and trade policy
uncertainty.
•	 The AI boom including substantial
capex, expected productivity gains, and
earnings potential.

Bearish Asset Allocation Narratives
•	 Risks to consumption due to elevated
interest rates, sluggish labor markets,
tariff-related demand destruction, and
cumulative inflation.
•	 Monetary policy mistake from the
Fed overstaying restrictive policy de-
spite labor market stress.
•	 Fading (TCJA, pandemic stimulus,
OBBB) U.S. fiscal thrust beyond Q2’26
with clear market and political con-
straints on continuing elevated deficit
spending.
•	 Narrow market reliance on AI stock
momentum and aggressive capital
spending amidst eyebrow raising cir-
cular investment and high valuations/
earnings expectations.
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Equity markets deliver swings resulting in losses for the week. 
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