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quity markets last 
week continued with some 
consolidation in the AI/
growth areas of the market 

while other areas exhibited encourag-
ing breadth and positive returns. The 
headline S&P 500 gave back 2% while 
small/mid caps(and equal weight) 
posted marginal gains. Bond yields and 
commodity prices fell together as the 
situation in the Middle East remained 
in a fragile but still de-escalating direc-
tion. 10yr UST interest rates closed at 
4.38% and WTI oil at $69.23.

Financial Market Highlights
• Equity market internal consolidation,
while volatile, can/should be viewed
very constructively as excesses and
overshoots give way to broadening
breadth and stronger fundamentals.
• Bond markets continued to unwind
SOH energy/supply chain yield premi-
ums and continue to exhibit a largely
rangebound technical backdrop.
• Apollo economist Torsten Slok sug-
gests financial market focus has shifted
from high oil prices to high
growth/inflation with implications for
interest rates, policy rates, and the USD.
• UK research firm Finomial published
a study on a ‘buy the dip’ approach
(2.2% annualized) showing material
underperformance versus a simple buy
and hold approach (9.9% annualized).

Economic Highlights
• Highlights of last week’s busy
economic calendar included a high (ex-

pected) PCE inflation reading of 4.1%,
healthy service and manufacturing PMI 
readings, and a notable upward final 
revision to Q1 GDP.
• Bianco Research revisited remote
work trends in the U.S. suggesting that,
despite several high profile back to the
office headlines, employers may be
becoming more lenient, not less.

Policy Highlights
• Closely watched SOH shipping traffic
hit a high post war mark of 70 vessels
last week (pre-war 130) but notably,
regional trade/supply chain policy is
unlikely to return to pre-war parame-
ters any time soon.
• As consumers, markets, and investors
consider the possibility of a new infla-
tion regime, new Fed leadership is
sharpening its pencil revisiting forward
guidance, data collection, and focus on
inflation with most economists
and markets applauding the direction.

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
intensive business models, circular
investment deals, increased debt fi-
nancing, and related labor/business
model disruption.
• Tariff (trade) policy uncertainty and
impacts on business uncertainty, price
levels, and supply chains.
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S&P 500 gives back 2% while others post marginal gains.
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