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quity markets continued 
to look through near term risks 
of rising bond yields and infla-
tion pressures with the DJIA 

setting new record highs, the S&P 5000 
an eighth consecutive positive weekly 
return, and AI related momentum con-
tinuing to carry the positive sentiment 
forward. Bond markets contended with
hawkish Fed sentiment and increasing 
inflation with yields continuing to 
move higher. Risk markets are
forecasting imminent de-escalation 
with Iran but uranium and free flow 
of traffic through the Strait remain key 
sticking points.

Financial Market Highlights
• Bond markets commanded market
headlines last week with lively debate
on which forces are driving
interest rates higher – the inflation
spike, runaway fiscal deficits, or an AI
fueled growth boom which is
being pursued in epic spending pro-
portions.
• Equity markets meanwhile, continue
to look beyond the near term rise bond
yields by seeing past the
inflation spike and fiscal situation and
maintaining focus on the AI boom.
• The monthly BofA FMS show tangible
changes in how managers are posi-
tioned (overweight equities) as well
as what they see as the most significant
risk in the market (2nd wave inflation).

Economic Highlights
• Highlights on last week’s economic
calendar included declining services
PMI, improving manufacturing

PMI, and record low readings on con-
sumer sentiment.

Policy Highlights
• U.S. policy makers and markets have
come to the realization that the U.S.
cannot outlast Iran’s blockade of
the SOH with either a deal or renewed
military strikes forthcoming.
• Trump announced a framework is
near being finalized with Iran of a win-
dow to negotiate terms of a peace
settlement while Iran contends much
remains to be done.
• April FOMC meeting minutes re-
leased last week show a clear U-turn in
sentiment toward elevated rate
expectations as Kevin Warsh was sworn
as the new Fed chair amidst a rather
complicated backdrop.

Bullish Asset Allocation Narratives
• Robust U.S. corporate fundamentals
including strong earnings growth,
upward revisions to street
estimates, 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
intensive business models, circular
investment deals, increased debt fi-
nancing, and related labor/business
disruptive forces
• Tariff (trade) policy uncertainty and
impacts on business uncertainty, price
levels, and supply chains.
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Equity markets continue positive outlook with new highs.
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