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ast week saw equity 
markets come under pres-
sure with weakness in the 
growth/momentum areas 

and heightened geopolitical (and oil) 
turmoil between Iran and the U.S. In 
the U.S., both the S&P 500 and Nasdaq 
sold off due to pressure in the tech 
complex, specifically with semiconduc-
tor names. The equal-weighted S&P 
actually notched a new all-time high as 
investors rotate within, as opposed to 
out of, risk assets.

Financial Market Highlights
• Q2 earnings season began last week
(10% reported) on a relatively con-
structive note with strong beat rates
(88%) and beat margins (16.4%) and
top/bottom line growth at 12.8% and
24.7% respectively.
• Selling pressure in the AI/momentum
space saw the SOX index hit bear mar-
ket territory. Valuations, persistence of
corporate capex, and competition from
China all contributing to the risk off
sentiment.

Economic Highlights
• Last week’s economic calendar
brought investors readings on declining
inflation in June, the housing market,
and consumer health indications from
UofM Sentiment and Retail Sales.
• An FT survey last week highlight-

ed a constructive outlook for AI and 
associated impacts on the labor market 
with over 1/3 of entry level tasks being 
newly tasked to AI models but entry 
level job profiles simply evolving into 
other areas.

Policy Highlights
• Continued kinetic activity in Iran
over the weekend alongside reports that
the U.S. is sending additional infra-
structure to the region has diplomacy
hopefuls on edge but still the overall
consensus.

Bullish Asset Allocation Narratives
• Robust U.S. corporate fundamentals
including strong earnings growth,
upward street revisions, and positive
guidance from management.
• Resilient consumption with low
unemployment and under levered

consumer balance sheets.
• Artificial intelligence infrastructure
buildout, earnings momentum, and
productivity gains.
• Growth conducive policies across
fiscal (elevated deficit spending) and
regulatory landscapes.

Bearish Asset Allocation Narratives
• Artificial intelligence equity mar-
ket concentration, narrow earnings
breadth, asset/capex intensive business
models, circular investment deals, debt
financing, and labor/business model
disruptions.
• Potential re-emergence of an energy
price shock with associated risks to
inflation (bond yields) and growth
(demand destruction).
• Protectionist trade policy impact on
business uncertainty, price levels, and
supply chains.
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The equal-weighted S&P 500 notches a new all time high.
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