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arket drivers last 
week included an antici-
pated FOMC meeting 
followed by ample post 

meeting Fedspeak.  

The economic calendar provided two 
key reports on the labor market. Equity 
markets saw consolidation across tech/
communication services countered 
by resiliency in the value and small 
cap segments. A ‘hawkish FOMC cut’ 
contributed to a steepening yield curve 
with short rates falling and longer rates 
climbing. The 10-year U.S. Treasury 
yield moved up to 4.19% while the 
U.S.Dollar and commodity patch were 
both down slightly.  

Financial Market Highlights 
•	 We are officially in the season where
equity market recaps and forecasts
surface with exogenous shocks of past
three years are highlighted but largely
offset by AI momentum, the fiscal mon-
ey shower, and strong fundamentals.

Economic Highlights
•	 A poll conducted by Bank Credit An-
alyst research on projected AI outcomes
arrived at:
a)	 productivity bust/data center capital
misallocation (37%)
b)	Moderate macro productivity gains
(37%)
c)	True superintelligence by 2030 (26%)
with our expectation is that AI will
disappoint both bulls and bears.
•	 Bianco Research argued that net zero
population growth and U.S. immi-
gration enforcement measures have

likely taken breakeven monthly payroll 
growth into contraction territory, which 
historically signaled economic recession 
and turbulent equity markets.

Policy Highlights
•	 The FOMC delivered the expected
25bps cut, with hawkish undertones,
alongside dissents favoring more
aggressive cuts (Miran 50bps) and
proponents for no change (Schmid,
Goolsbee). Median Fed economic
projections see higher growth and lower
unemployment in 2026.

Bullish Asset Allocation Narratives
•	 Strong consumption with ample
room for the consumer to re-lever and
market related wealth effects.
•	 Growth conducive policies including
an incrementally less restrictive Fed,
OBBB fiscal stimulus, and business
friendly deregulation.
•	 Robust U.S. corporate earnings
growth, profit margins, and forward
guidance.

•	 An AI boom including substantial
capex and longer-term productivity
gains/earnings potential.

Bearish Asset Allocation Narratives
•	 Risks to consumption due to lower/
middle class price fatigue (cumulative
inflation), higher interest rates (sluggish
housing market), and slowing labor
markets.
•	 Reliance on AI stock momentum,
questionable circular AI transactions,
unknown AI monetization potential,
and a transition to debt financed capital
spending and asset intensive business
models.
•	 Multi-decade high tariff levies pres-
suring short term inflation dynamics
and longer-term structural changes to
global trade and associated demand
destruction.
•	 Fed policy mistake of being too
restrictive (or accommodative) given
labor and inflation dynamics.
•	 Fading U.S. fiscal thrust beyond
Q3’26 with constraints on continuing

Market drivers last week include FOMC meeting and more.
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