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quity markets received 
an overdue breather last week 
with the S&P 500 snapping a 
streak of nine consecutive pos-

itive weeks and the NASDAQ turning 
it its worst week since the beginning 
of the U.S. tariff regime. U.S. stocks fell 
approximately 2.6% with value out-
performing growth by a wide margin. 
Developed international markets per-
formed similarly to the U.S. but emerg-
ing markets were sharply lower. Key 
headlines included the sharp selloff in 
the AI/semi space and another strong 
monthly jobs report bolstering the solid 
macro narrative and the higher for 
longer case in terms of short-term in-
terest rates and Fed policy. Bond yields 
backed up firmly on the short end with 
2yr yields closing up 19bps on the week 
and the USD benefited (+1.17%) from 
wider expected rate differentials.

Financial Market Highlights
• Booming AI/technology, robust
corporate earnings, a resilient U.S.
economy, and fading concerns about
the labor market have thus far out-
weighed oil prices and inflation caused
by the Iranian war.
• Strategists have noted the potential
challenges posed by the record supply
of new equity issuance projected to
come online in the coming months in-
cluding IPOs from SpaceX, Anthropic,
and OpenAI.
• 10yr treasury rates jumped back
above 4.5% last week as investors con-
tinue to price outlooks for inflation and
Fed policy into bond yields.

Economic Highlights
• Key highlights on the economic
calendar last week included another
blowout jobs report, a large jump in
open job listings (JOLTS), and strong
PMI readings from both services and
manufacturing sectors.

Policy Highlights
• Fed policy was front and center last
week as the combination of strong
growth indications (labor, PMIs) and
sticky high inflation pulled Fed Fund
• policy rate expectations firmly higher.
• It does not appear the U.S. and Iran
have made much progress on talks,
opting to trade skirmishes and continue
to jawbone one another but neither
side looks interested in a prolonged
entanglement.

Bullish Asset Allocation Narratives
• Robust U.S. corporate fundamentals
including strong earnings growth,
upward street revisions, and positive
guidance from management.

• Artificial intelligence infrastructure,
earnings momentum (ROI), and pro-
jected productivity gains.
• Growth conducive policies across
fiscal (elevated deficit spending) and
regulatory landscapes.
• Resilient consumption with low
unemployment and under levered
consumer balance sheets.

Bearish Asset Allocation Narratives
• Energy price shock and associated
risks to inflation (bond yields) and
growth (demand destruction).
• Artificial Intelligence equity mar-
ket concentration, narrow earnings
breadth, shift toward asset/capex inten-
sive business models, circular invest-
ment deals, increased debt financing,
and related labor/business model
disruption.
• Tariff (trade) policy uncertainty and
impacts on business uncertainty, price
levels, and supply chains.
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Booming tech earnings outweigh oil prices and inflation.
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