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he fourth of July 
holiday shortened week 
delivered an abbreviated 
but important economic 

calendar including indications on the 
labor market and sentiment readings 
for the consumer and manufacturing 
sector. Policy developments remained 
centered on foreign policy as nego-
tiations with Iran continued while a 
mid-week speaking engagement from 
Kevin Warsh provided indications on 
Fed/monetary policy. Equity markets 
moved beyond the past couple weeks 
of consolidation in technology stocks, 
posting healthy gains to close out the 
month and quarter while bond yields 
moved higher on the higher for longer 
narrative.

Financial Market Highlights
• As we head into 2Q earnings season,
street estimates have increased by 3.4%,
companies have guided higher, and
the S&P in on track to report >20%
earnings growth for a second consecu-
tive quarter.
• Torsten Slok highlighted two negative
AI outcome extremes of significant
labor market impact or significant
adoption/productivity disappointments
while a very constructive truth may be
laying in plain sight somewhere in the
middle.
• De-escalation of the war in Iran and
commensurate pullback in oil is likely
to be a deflationary force and work to
improve the overall macro backdrop for
growth and consumption.

Economic Highlights
• Economic reports last week included
readings on June labor, consumer con-
fidence, manufacturing sentiment, and
home prices. Collectively the reports
suggest stability in the labor market and
manufacturing sector alongside weak
consumer sentiment and a languishing
housing market.

Policy Highlights
• Recent inflation and labor market re-
ports have done little to impact market
expectations for Fed policy which is
currently pricing 1.2 cuts for 2026.
• A series of SCOTUS decisions last
week included one market oriented
ruling which shielded the FOMC
(Lisa Cook termination) from POTUS
power sphere but overturned precedent
shielding independent agencies (SEC,
CFTC, FINRA, FTC, etc..) from the
executive branch.

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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Equity markets score healthy gains during holiday week.
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