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arkets continued 
on a similar consoli-
dation trend last week 
separating perceived 

winners from losers in the AI space 
alongside a busy economic calendar 
and associated monetary policy impli-
cations. A predominate theme across 
equity markets is that the AI boom 
may spell doom for some businesses, 
particularly in the software (and bit-
coin) space. Global equity markets were 
mixed with tech dominate U.S. lagging 
developed and emerging markets. Bond 
yields moved notably lower on the 
week as cooling inflation and a robust 
jobs report reduced market expecta-
tions for Fed rate cuts.       

Financial Market Highlights 
• Investors are seeing a rise in equity
market volatility given the push/pull of
economic forces on monetary poli-
cy and demand along with elevated
uncertainty surrounding disruptive AI
technologies.
• Bond markets translated the soft
inflation report into a less restrictive
monetary policy going forward impor-
tantly without pricing in longer term
upside inflation risks.
•	 Massive AI capex and AI triggered
business model disruption, particularly
in the software space, continued to
pressure segments of the equity market
as investors conceptualize changing
business models and productivity
improvements alongside the asset inten-
sive nature and unknown ROI of AI.

Economic Highlights
• Economic highlights last week
included a healthy upside surprise on
the January jobs report, a tame inflation
reading of 2.4%, and wage data for
January and the fourth quarter.

Policy Highlights
• Policy narratives last week centered
on fresh jobs and inflation data, leaving
monetary policy forecasts biased slight-
ly more to the dovish side mostly due to
a benign inflation reading.
• A push for immigration enforce-
ment reforms has ushered in a partial
government shutdown, the second such
instance in this fiscal year.

Bullish Asset Allocation Narratives
• Resilient consumption with room for
the consumer to re-lever and mar-
ket-related wealth effects.
• AI boom including infrastructure
buildouts, projected productivity gains,
and earnings potential.

• Growth conducive policies including
a less restrictive Fed, fiscal stimulus,
and deregulation.
• Robust U.S. corporate earnings
growth, strong profit margins, and
positive forward guidance.

Bearish Asset Allocation Narratives
• AI momentum given narrow equity
market reliance, unproven capex ROI,
and industry specific concerns includ-
ing circular transactions, increasing
debt, a shift to asset intensive business
models.
• Policy uncertainty across geopo-
litical (Iran) and domestic (tariffs /
immigration) fronts. Energy supply im-
plications of the former and higher tax,
inflation, and labor market implications
of the latter.
• Risks to consumption due to lower/
middle class price fatigue (cumula-
tive inflation), higher interest rates
(sluggish housing market), and slowing
labor markets.

Equity markets suggest that the AI boom could spell doom.
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