
Summary
Stocks advanced last week as S&P 500 (+3.59%) and NASDAQ (+5.19%) 
both experienced their strongest week since April with the S&P 500 at 
a new all-time-high. The week was more micro than macro as investors 
worked through another big week of strong Q2 earnings. Best sectors were 
technology (+7.22%) and materials (+5.61%); worst sectors were energy 
(-3.23%) and utilities (-1.63%).

Key takeaways

1.	 July nonfarm payroll employment fell 23,000, missing the +80k 
consensus. The average labor wage rate increased only 0.1% m/m, and 
the unemployment rate fell to 4.1%, the lowest rate in five years.

2.	 According to Strategas, when payroll growth over a three-month 
period averages <20,000 jobs (like the last three months), over the next 
six months the Fed has increased rates only 9% of the time (and cut 
them 70% of the time).

3.	 Nevertheless, ongoing positive U.S. growth momentum and the 
resulting upside risk to inflation may cause market rate expectations to 
rise further, forcing the Fed to hike rates.

4.	 Watch what the Fed does with the balance sheet which can impact 
rates and liquidity more than changes in the Fed funds rate.

5.	 30-year Treasury yields bottomed below 1% at the height of the 
pandemic in 2020. The bear market in bonds is now six years old as 
yields have crossed above 5%, making the highest level in almost a 
decade.

6.	 Headline earnings growth of 49.6% is more than double the initial estimate of 24.4%. Every sector except utilities 
has exceeded its initial earnings expectation. Revenue growth has also been impressive at 15.1%, up from the initial 
estimate of 11.7%.

7.	 It is reasonable to question whether current estimates have become too optimistic. Companies are delivering 
outstanding earnings, raising guidance, and yet, in many cases, their stocks are selling off.

8.	 According to Fitch Ratings, the private credit default rate hit a record high in the second quarter, rising to 6% from the 
previous high of 5.7%.

9.	 As Ed Yardeni puts it, “It’s a tug-of-war between FEMO (fabulous earnings momentum) and (a variety of) 
uncertainties.”

10.	 Following the top 1% five-day periods (>5% advance) as just experienced in the U.S., subsequent 1-month, 3-month, 
and 6-month returns average more than double the average return in those periods.
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Equity markets
(Index total return %)

Last  
week

Year- 
to-date

DJIA 2.96 13.43

S&P 500 3.59 14.09

NASDAQ 5.19 15.22

Russell 1000 2.96 13.19

Russell 1000 Growth 5.34 5.68

Russell 1000 Value 2.33 23.48

Russell 2000 2.41 21.72

S&P equity sectors
(Index total return %)

Last  
week

Year- 
to-date

Communication services 1.28 2.69

Consumer discretionary 2.85 2.89

Consumer staples 0.04 10.36

Energy -3.23 30.38

Financials 1.23 6.20

Health care 1.95 8.02

Industrials 3.03 20.07

Information technology 7.22 24.00

Materials 5.61 16.30

Real estate -0.12 14.20

Utilities -1.63 3.56



Becoming Increasingly Concerned About the “High Risk” in “High 
Risk Bull Market”
The global economic expansion should continue to roll on, but the threats 
to the bull run in risk assets are growing. While the Strait of Hormuz is 
likely to normalize in the coming months, the Middle East will remain a 
periodic source of market volatility. Inflation remains an underappreciated 
problem. Central banks are behind the curve. Extraordinary global earnings 
growth is poised to slow. Credit spreads in key parts of the AI space 
are widening steadily. Bond yields continue to trend higher, potentially 
weighing on risk asset valuations. The global and U.S. equity markets 
remain overly concentrated in technology/AI exposure should the theme 
fall short of expectations.  

Agreeing with MRB, threats are not the same as catalysts. The former 
factor into strategy and risk appetite, but investor sentiment drives capital 
market pricing. Unfortunately, catalysts are often initially identifiable by 
changes in capital market prices and only later by changes in economic 
activity.

At this juncture, the top-down outlook for risk assets remains favorable. 
The global economy has proven resilient to the rise in oil prices since the 
Middle East war began and has remained strong as the war winds down.  
Global monetary policy remains accommodative, with the G7 central bank 
policy rate near zero in real terms, which supports economic growth and 
liquidity. Stimulative fiscal policy is bolstering G7 domestic demand. And 
investors continue to have a buy on dips mentality.

While strong earnings remain a source of support for equities, 
overconcentration in the tech sector and rising bond yields are among the 
factors creating some concern on equities.

Recent data continues to reinforce that the global economy is resilient and will stay so barring a material re-escalation or 
widening of the Middle East war. The global composite PMI edged further into expansion territory in July, with both the 
manufacturing and service sector components contributing. Global trade volumes are also reviving after the initial war-
driven decline. Crucial U.S. consumer and investment spending continues to grow at a robust pace, which was somewhat 
masked by the soft 2Q 2026 GDP print.

The outsized weight of the U.S. and technology in the global equity landscape, in conjunction with elevated earnings and 
valuations, implies that the next shift is likely to be in a cautious direction.

Conclusion

Equities are likely to continue to benefit from economic expansion and rising earnings. At the same time, earnings 
growth is extraordinarily high and at risk of slowing in the next year, which could prove to be a significant test of investor 
optimism. Improving economic growth outside the U.S. as the trade disruptions from the Middle East war ease should 
benefit the more energy dependent markets in the rest of the world.

International equity markets
(Index total return %)

Last  
week

Year- 
to-date

MSCI ACWI 2.27 13.86

MSCI ACWI EX U.S. 1.08 15.31

MSCI EAFE 1.70 13.48

MSCI EM -0.40 19.56

Fixed income markets
(Index total return %)

Last  
week

Year- 
to-date

Bloomberg U.S.  
Aggregate Bond

0.41 -0.28

Bloomberg U.S.  
Corp. High Yield

0.58 2.29

Bloomberg U.S.  
Gov/Credit

0.37 -0.44

Bloomberg U.S.  
T-Bill 1-3 Month

0.04 2.19

Alternatives 
(Index total return %)

Last  
week

Year- 
to-date

Real estate  
(FTSE NAREIT)

-1.01 15.75

Commodities (DJ) -0.17 22.76

Global listed private equity 
(Red Rocks)

4.94 -4.48

Currencies (DB Currency 
Future Harvest)

-0.22 8.30

Source: Bloomberg as of 08/07/26
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