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isk markets rallied 
a third consecutive week 
on continued de-escala-
tion of geopolitical risks 

in the Middle East with an Israel-Leb-
anon ceasefire joining the U.S.-Iran 
agreement. Iranian indications of an 
open Strait of Hormuz, halted bomb-
ings, and significantly cooled rhetoric 
drove stock markets to record highs and 
pressed oil prices and bond yields lower. 
Weekend developments again raised 
questions on the nature of the tenuous 
agreement with financial and commodi-
ty markets firmly in their grasp.

Financial Market Highlights
• Financial and oil market exuberance
over U.S. and Iranian demonstrated
interest in finding an off ramp was
pronounced last week with indications
of a wider regional deal and opening
of the SOH to tanker traffic. Weekend
developments made clear a gap remains
between the two sides.
• The MOU sketch to end the Iran war
and open the SOH remains a developing
story with a good amount of work re-
maining but political considerations and
markets suggest an agreement is near.
• Easing financial conditions and early
1Q earnings indications running at
blended earnings and revenue growth
rates of 13.2% and 9.9% respectively
offer strong fundamental support in the
backdrop.

Economic Highlights
• Last week was a very light economic
calendar with no meaningful surpris-
es. Highlights included a mixed NFIB
Small Business Optimism survey, slug-

gish industrial activity, and languishing 
housing market data, all coming in 
below consensus expectations.

Policy Highlights
• Tariff refunds are set to begin next
week following the SCOTUS ruling
disallowing IEEPA tariffs. However,
Bessent noted that he expects Section
301 tariff taxes to be back in place by
early July.
• Despite near-term ceasefire discus-
sions, political, policy, and market
implications of the war and associated
delays in energy market flows and
latent inflation bear watching as ripple
effects on food prices, aluminum pro-
duction, and consumption evolve.
Bullish Asset Allocation Narratives
• Robust U.S. corporate fundamentals
including strong earnings + revenue
growth and positive forward revisions
+ guidance.
• Growth conducive policies across
both fiscal (elevated deficit spending)
and regulatory landscapes.

• Resilient consumption with low
unemployment and under levered
consumer balance sheets.
• AI implementation including infra-
structure buildouts, productivity gains,
and earnings potential.

Bearish Asset Allocation Narratives
• Energy price shock resulting from
U.S. foreign policy in Iran and associ-
ated risks to inflation (bond yields) and
economic growth (demand) particular-
ly given soft labor market, cumulative
inflation dynamics, and depressed
consumer savings rates.
• AI momentum given the current
equity market profile, shifts toward
asset/capex intensive business models,
concerns surrounding circular trans-
actions, increased debt financing, and
disruptive forces across labor markets
and business models.
• Tariff (trade) policy uncertainty and
impacts on business uncertainty, price
levels, and supply chains.

Financial risk markets rally for a third consecutive week.
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