
 

Bubblicious 
At the time of drafting, equities were higher on the week: the S&P 500 gained 1.5% to 
7,337 (+7.6% YTD), the Nasdaq-100 added 3.1% (+13.4% YTD), and the Russell 2000 
climbed 1.0% (+14.8% YTD). Emerging markets led equities overall, at +6.7% on the 
week (+23.5% YTD), while broader developed international markets rose over 2% over 
the last five trading days.  

We are now paying closer attention to the rebound in large-cap tech, up over 3% on 
the week and over 12% since the start of the Iran-US conflict, with AI returns now 
rivaling the dot-com peak. Currently, the top 10 Nasdaq stocks have averaged +784% 
over the past twelve months, ahead of the +622% the equivalent group posted by late 
March 2000. In addition, roughly half the S&P 500 now trades above its 50-day moving 
average. Net-net, we would not be surprised by a modest near-term pullback ahead 
of a larger retracement later this summer, particularly if $4.50 gasoline begins to 
weigh on consumer spending. 

Earnings remain the primary force driving the equity melt-up. Q1 2026 earnings growth is 
tracking above 28% year-over-year, more than double the expectation as of April 1, 
2026. Full-year 2026 EPS growth is now pegged at +24%, up from roughly 16% at the 
start of the year. The one soft spot, if you can call it that, is 2027 earnings, where 
consensus has eased to +14.9% EPS growth from +16.6% at the start of earnings 
season. 

Still, the week delivered a Goldilocks set of labor and productivity data, capped by April 
nonfarm payrolls of +115K versus +65K consensus and a steady 4.3% unemployment 
rate. At the same time, hourly earnings cooled to +3.8% y/y. ADP posted its largest 
payroll gain in more than a year (+109K), initial claims held near multi-decade lows at 
200K, and continuing claims fell again, extending the four-week-average decline to nine 
straight weeks. March JOLTS was also solid: openings were roughly flat at 6.9 million 
versus February, but hires rose nearly 9% to 5.3 million. Finally, Q1 productivity rose a 
strong +2.9% y/y, and unit labor costs slowed to just +1.2% y/y — the weakest pace 
since Q3 2023. 

On the rate front, markets are no longer pricing any Fed rate cuts this year as participants 
digest stronger labor data, more hawkish Fed commentary, and continued Middle East 
uncertainty. Fedspeak reinforced the shift: St. Louis Fed President Musalem said rates 
may need to stay restrictive "for some time," while Chicago Fed President Goolsbee 
suggested AI-driven optimism and productivity could actually boost near-term spending, 
and thus inflation. Market focus now turns to next week's CPI report, where consensus 
calls for a rise to +3.9% y/y from +3.3%. 

Despite the solid data, the 10-year Treasury held in a 4.35% range in early Friday trading, 
little changed on the week, and credit spreads continue to signal a soft landing. 
Investment-grade bonds yielding 5.3% are trading 92 bps above the 10-year, versus a 
long-term average spread of 163 bps. High-yield bonds yielding 7.3% are trading 292 bps 
above the 10-year, versus a long-term average of 500 bps. Together, this suggests bond 
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markets are taking the economic strength in stride rather than repricing yields sharply 
higher (and bond prices lower). 

In the Middle East, US and Iranian forces clashed overnight near Hormuz. Three US 
destroyers were targeted with no direct impact or casualties; the US responded by 
striking launch and command-and-control sites within Iran, with Trump calling it a "love 
tap" and reaffirming the February ceasefire. Pakistan continues to mediate a 
memorandum of understanding ("MOU") trading a Hormuz reopening for removal of the 
US blockade, sanctions relief, and nuclear disarmament/uranium-enrichment limits. 
Saudi and Kuwaiti base access was also granted, expanding US Gulf flexibility to respond 
kinetically or escort ships through the strait via Project Freedom. Separately, the Trump-
Xi summit is scheduled for May 14-15 in Beijing, Israel struck a Hezbollah commander in 
Beirut, and EU leaders are reportedly preparing direct Putin talks as Ukraine efforts stall. 

At this point, we are sticking with our full-year S&P target of 7,500, with a bull case of 
8,300 and a bear case of 5,900. 

We’d love to hear your thoughts.  
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