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Market Overview

Source: Ycharts as of May 31, 2026. *iShares Bitcoin Trust ETF 2024 performance reflects 1/11/24-12/31/24.
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w ü Many markets closed near all-
time highs in May despite the 
ongoing conflict in the Middle 
East

ü Strong corporate earnings, 
positive AI momentum, and 
excitement over potential 
upcoming IPOs are helping to 
drive optimism 

ü Technology stocks continue to 
lead markets higher, however 
the leadership has broadened 
out beyond the Magnificent 7

ü Concerns remain regarding the 
impact of higher energy prices 
and global transport costs as 
inflation remains elevated 
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Equities Representative Index YTD 2025 2024 2023 2022

US Large Cap Stocks S&P 500 Index 11.3% 17.9% 25.0% 26.3% -18.1%

US Large Cap Stocks S&P 500 Equally-Weighted Index 9.5% 11.4% 13.0% 13.9% -11.5%

US Dividend Stocks S&P Dividend ETF 7.9% 8.2% 8.4% 2.6% -0.5%

US Small Cap Stocks Russell 2000 Index 18.2% 12.8% 11.5% 16.9% -20.4%

Foreign Developed Stocks MSCI EAFE Index 9.4% 31.2% 4.4% 18.2% -14.5%

Emerging Market Stocks MSCI Emerging Markets Index 25.6% 33.6% 8.0% 9.8% -20.1%

Fixed Income

US Bonds Barclays Aggregate Bond Index 0.4% 7.3% 1.3% 5.5% -13.0%

High Yield Bonds Bloomberg US Corporate High Yield Index 1.7% 8.6% 8.2% 13.5% -11.2%

Municipal Bonds Bloomberg US Municipal Bond Index 1.3% 4.3% 1.1% 6.4% -8.5%

Bitcoin iShares Bitcoin Trust ETF -16.2% -6.4% 99.2%* - -

Gold Gold Shares ETF 5.3% 63.7% 26.7% 12.7% -0.8%

Commodities Broad Basket Commodities ETF 25.1% 14.9% 5.5% -8.8% 15.2%

Alternatives / Commodities 



Tech Companies Outside of Mag 7 Leading the Rally 

ü Technology continues to lead equity 
markets, but leadership has shifted 
away from just the Magnificent 7

ü Driven by strong earnings, continued 
AI infrastructure spending and 
enthusiasm 
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Geopolitical Shock & 
Potential Market Impacts 
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Energy Prices: Higher for Longer? 

ü Commodities retreated after reaching record highs in mid-May amidst optimism that a deal may be reached to end the 
military conflict in Iran

ü However, the Strait of Hormuz remains effectively closed since early March 2026, in what the IEA has called the largest oil 
supply disruption in the history of the global oil market

ü Even if the Strait reopens immediately, the path to full market normalization remains uncertain, and commodity prices are 
likely to remain elevated for months 6
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Wide Range of Industries Affected
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Cumulative Inflation Fueling Negative Sentiment  

ü Consumers impacted by continually 
increasing prices, not just month over 
month changes in CPI 

ü Wage growth has struggled to keep up 
with prices since the inflation shock in 
2022

ü The most recent CPI spike is eating into 
purchasing power once again 

ü Higher gas and food prices have a 
disproportionate impact on lower income 
consumers, exacerbating the K-shaped 
economy 

CPI: All Items 
CPI: Less Food 

and Energy

Average Hourly 
Earnings 
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Consumer Spending Strong Despite Negative Sentiment 

ü Consumer sentiment turned 
sharply negative during the 
inflation shock in 2022 and has 
remained historically low as 
consumers feel the stress of high 
prices

ü Still, positive consumer spending 
trends during the same period 
show consumers have been able 
to endure higher prices  

ü Higher energy prices are likely to 
be a drag which may appear in 
the data with a 2-3 month delay

ü Benefits from the stimulus bill 
last year may help offset higher 
prices
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Economy Showing Resilience 

ü Economic growth rebounded in 
the first quarter of 2026 to 
1.6%, driven by strong business 
investment

ü!ǘƭŀƴǘŀ CŜŘΩǎ ǊŜŀƭ ǘƛƳŜ 
economic growth indicator is 
also showing a rebound in the 
second quarter, tracking 
positively at 3%

üWhile the unemployment rate 
remains relatively low, the 
labor market is showing signs 
of underlying weakness such as 
low job growth
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Geopolitical Conflict and Long-Term Market Returns

11

G
e

o
p
o
lit

ic
a
l S

h
o
ck



üTop-line economic data is showing modest growth, but some signs 
of stress are emerging, especially amongst lower end consumers

üThis gives us a lower level of conviction in level of economic 
strength than data points such as GDP and unemployment might 
otherwise suggest

üMarket volatility, valuation concerns, and weakness in consumer 
spending may be exacerbated by higher energy and input costs

üWith significant uncertainty surrounding the conflict in the Middle 
East and its impact on markets, we emphasize portfolio 
diversification, incorporating hedging, and market risk exposure 
that is lower beta (reduced risk) compared to the broader equity 
markets

I m p l i c a t i o n s  o f  a  G e o p o l i t i c a l  S h o c k  a n d  
S l o w i n g  Ec o n o my

Portfolio Takeaway
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Implications of Artificial Intelligence 
on Markets & the Economy 
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AI Investment is Supporting the Economy 

Source: Bureau of Economic Analysis, Company reports, Bloomberg as of April 29, 2026
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ü Hyperscaler investment in AI-related infrastructure has surged to an expected ~$725 billion in 2026

ü That is having a real impact on economic growth, contributing to a significant portion of GDP growth in the first 
quarter of 2026
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AI Investment is Supporting the Economy 

Source: Bloomberg, Macrobond, Apollo Chief Economist May 22, 2026
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ü IT capex now accounts for more than a third of S&P 500 capex spending, a record high 
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Power Demand and Infrastructure Needs Growing 

Source: IEEE Communications, McKinsey & Company; American Society of Civil Engineers (ASCE), Global Infrastructure Hub by G20, J.P. Morgan Guide to Alternatives as of May 31, 2026
Categories defined by the ASCE in the March 2025 ά! /ƻƳǇǊŜƘŜƴǎƛǾŜ !ǎǎŜǎǎƳŜƴǘ ƻŦ !ƳŜǊƛŎŀΩǎ LƴŦǊŀǎǘǊǳŎǘǳǊŜΥ нлнр wŜǇƻǊǘ /ŀǊŘ ŦƻǊ !ƳŜǊƛŎŀΩǎ LƴŦǊŀǎǘǊǳŎǘǳǊŜέ report. *Additional funding is the amount of funding 
ƴŜŜŘŜŘ ǘƻ ƎŜǘ ŜŀŎƘ ŎŀǘŜƎƻǊȅ ǘƻ ŀ ά.έ ǊŀǘƛƴƎΣ ƻǊ ŀ ǎǘŀǘŜ ƻŦ άDƻƻŘέ ǊŜǇŀƛǊΣ ŀǎ ŘŜŦƛƴŜŘ ōȅ ǘƘŜ !{/9Φ ϝϝtƭŀƴƴŜŘ ǇǳōƭƛŎ ŦǳƴŘƛƴƎ ƛǎ the amount of investment from 2024 to 2033 that is currently in place by U.S. law.

ü In addition to the 
significant power 
needs driven by 
electrification and 
artificial intelligence, 
traditional 
infrastructure projects 
in the US are also 
facing significant 
funding gaps, creating 
potential opportunities 
for investors   
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U.S. infrastructure funding & funding gaps
USD trillions, 2024 - 2033, as of 2024

Additional funding needs*

$0.0

$0.5

$1.0

$1.5

$2.0

$2.5

Water Roads Power Transit Airports

Additional funding needs*

Planned funding**

$2.0tn

$2.2tn

$1.9tn

$1.3tn

$0.3tn

Share of total

Asia 54%

ROW 17%

Europe 16%

U.S. 13%

$28.4tn

$14.8tn

$12.4tn

$4.5tn

$3.8tn

$29.8tn

Im
p
lic

a
tio

n
s 

o
f 
A

I



17

New Business Formation Surging

ü AI and large language 
models are reducing 
the cost and 
complexity of 
launching a company

ü As these firms scale, 
they may create jobs, 
underscoring that AI 
has the potential to 
strengthen the US 
labor market

Source: Apollo as of June 2, 2026
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AI May Increase Productivity in the Long-Term 

ü While AI use continues to 
broaden, it remains in the 
pilot or experimental 
phase for most companies 

ü Over time, productivity 
gains from AI may benefit 
companies across many 
industries, not just US 
large-cap technology, by 
lowering costs, improving 
efficiency, and supporting 
profit margins
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AI Causing Divergence in Tech Performance 

ü Developments in artificial 
intelligence such as new product 
announcements are causing 
significant disruption in the 
technology sector

ü Semiconductor stocks have rallied 
as a beneficiary of the massive 
capex spending from the 
hyperscalers, in addition to supply 
constraints driving chip prices and 
margins higher

ü In contrast, the software-as-a-
service business model is being 
questioned as AI capabilities grow 

Å While the immediate risk of 
these companies being 
replaced by AI may be 
overstated, the valuation 
impairment may be longer 
lasting via multiple 
compression  
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üWhile AI is a revolutionary technology advancement, large cap US 
equity marketshave become highly concentrated in stocks exposed 
to this theme, which are top heavy and expensively valued.

üThe implications of AI outside of large tech companies will be broad 
based to potentially include infrastructure and economic growth 
through data center build outs, for example, productivity growth, 
and market disruption such as what we are already seeing in the 
software sector. 

üWe recommend diversifying equity exposure to include areas 
outside of large tech / S&P 500, such as equal-weight indexes, 
small/mid-cap stocks,value & dividend stocks, international equity, 
and specific themes such as biotech. 

A I  h a s  S i g n i f i c a n t  L o n g-Te r m  I m p l i c a t i o n s  
f o r  M a r ke t s  a n d  t h e  Ec o n o my  

Portfolio Takeaway
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Market Valuation & 
Earnings

21



Valuations Above Long-Term Average 

Source: FactSet, FRB, Refinitiv DatastreamΣ wƻōŜǊǘ {ƘƛƭƭŜǊΣ {ǘŀƴŘŀǊŘ ϧ tƻƻǊΩǎΣ ¢ƘƻƳǎƻƴ wŜǳǘŜǊǎΣ WΦtΦ aƻǊƎŀƴ !ǎǎŜǘ aŀƴŀƎŜƳŜƴǘΦ
Price-to-earnings is price divided by consensus analyst estimates of earnings per share for the next 12 months as provided by IBES since February 1994 and by FactSet since January 2022. Current next 12-months consensus earnings estimates are $245. Average P/E and 
ǎǘŀƴŘŀǊŘ ŘŜǾƛŀǘƛƻƴǎ ŀǊŜ ŎŀƭŎǳƭŀǘŜŘ ǳǎƛƴƎ ол ȅŜŀǊǎ ƻŦ ƘƛǎǘƻǊȅΦ {ƘƛƭƭŜǊΩǎ tκ9 ǳǎŜǎ ǘǊŀƛƭƛƴƎ мл-years of inflation-adjusted earnings as reported by companies. Dividend yield is calculated as the next 12-months consensus dividend divided by most recent price. Price-to-book 
ratio is the price divided by book value per share. Price-to-cash flow is price divided by NTM cash flow. EY minus Baa yield is ǘƘŜ ŦƻǊǿŀǊŘ ŜŀǊƴƛƴƎǎ ȅƛŜƭŘ όŎƻƴǎŜƴǎǳǎ ŀƴŀƭȅǎǘ ŜǎǘƛƳŀǘŜǎ ƻŦ 9t{ ƻǾŜǊ ǘƘŜ ƴŜȄǘ мн ƳƻƴǘƘǎ ŘƛǾƛŘŜŘ ōȅ ǇǊƛŎŜύ Ƴƛƴǳǎ ǘƘŜ aƻƻŘȅΩǎ .ŀa seasoned 
corporate bond yield. Std. dev. over-/under-valued is calculated using the average and standard deviation over 30 years for each measure. *Averages and standard deviations for dividend yield and P/CF are since November 1995 due to data availability.
JPM Guide to the Markets as of May 29, 2026
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Stocks Fairly Priced Outside of US Large Growth

Source: Bloomberg as of May 31, 2026. US Large Core Stocks represented by S&P 500 Index, US Large Core Stocks (Equal Weight) represented by S&P 500 Equal Weight Index, US Dividend Stocks represented by WisdomTree US High Dividend ETF, US Midcap Stocks represented by S&P 400 Midcap Index, US 
Small Core Stocks represented by Russell 2000 Index, Foreign Stocks represented by MSCI EAFE Index, Emerging Markets Stocks represented by MSCI Emerging Markets Index. The indices/ETFs presented are not intended to be benchmarks for performance.  Rather, they are intended to be demonstrative of a 
particular sector or segment the investment universe discussed.  Each ETF was selected as opposed to an index to more accurately reflect what an investor might experience.  There are other ETFs or indices that might be representative of the same spaces. However, we believe the ones shown are sufficiently 
representative to assist us in explaining our investment thesis.
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Earnings Season Positive Once Again 

Source: Bloomberg as of June 1, 2026
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ü Despite market volatility and 
geopolitical concerns, large US 
companies have continued to 
report strong earnings, and 
expectations for future earnings 
remain positive 

ü Growth is broad based, with 10 of 
11 S&P 500 sectors posting year-
over-year gains



Profit Margins Rising to Record Highs
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ü First quarter of 2026 was one 
of the strongest in years, the 
6th straight quarter of double-
digit earnings growth for S&P 
500 companies with record 
profit margins

ü Current streak indicating 
healthy, steady fundamental 
growth and is supportive of 
the strong stock market 
returns 



Upcoming IPOs Driving Enthusiasm 
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ü Upcoming initial public offerings (IPOs) for large 
companies like SpaceX, OpenAI, and Anthropic have 
generated a lot of excitement and retail interest

ü Indices like Nasdaq have adjusted the rules for 
inclusion so that instant mega-caps may be included 
without the previously required months long waiting 
period post-IPO, meaning ordinary investors are likely 
to quickly have exposure to SpaceX even without 
participating in the IPO   



Lƴ ǘƘŜ ƴŜŀǊ ǘŜǊƳΧ 

Fixed Income Briefing 

27

üChairman Warsh sworn in as Chairman of the Board of Governors of the Federal 
Reserve System on May 22, 2026

ÅExpect new messaging around expectations and preferred inflation measure 

üHigher than expected and persistent inflation fueled by the war in Iran has shifted 
market expectations from a cut to a hike in the Fed Funds rate

üRates have risen globally, notably in the US, UK, Germany and Japan

üCorporate spreads are bouncing around near lows for both investment grade and 
high yield

Lƴ ǘƘŜ ƭƻƴƎ ǊǳƴΧ 

üChairman Warsh is likely to implement meaningful reform to FOMC practices, in the areas 
of balance sheet management and communications.

üHigher rates could potentially pressure equity valuations and are a source of potential 
concern despite strong earnings growth



Bond Rates Increasing Globally 

ü Long-term rates rising across 
developed markets due in part to 
increasing inflation, government 
deficit spending
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¢ƘŜ aŀǊƪŜǘΩǎ ¢ŀƪŜΥ CŜŘ CǳƴŘǎ CǳǘǳǊŜǎ

ü The market anticipates no change until 2027 and, given current inflation expectations, the next move may 
be an increase in the short-term target rate 

29

V
a
lu

a
tio

n
 &

 E
a

rn
in

g
s

Source: CME as of May 31, 2026
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Fed on Hold (Again) for Now 

ü The Federal Reserve cut the 
short-term target rate by 75 basis 
points over the last three 
meetings of 2025

ü Markets are no longer expecting 
another rate cut in the near 
future due to increased inflation 
concerns 

ü Fed Chair Kevin Warsh began his 
term in late May, and he is 
expected to advocate for a wide 
range of changes to Fed policy
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Inflation Above Fed Target Even Before Oil Price Spike

ü Inflation has lingered above the 
CŜŘΩǎ ǘŀǊƎŜǘ ƻŦ н҈ ŦƻǊ ƴŜŀǊƭȅ р 
years

ü Energy was a big contributor to 
the inflation spike of 2022, and 
the current disruption could also 
seep into core prices as higher 
inputs costs (e.g., diesel, 
fertilizer) may get passed through 
to consumers

ü Additionally, uncertainty remains 
about the long-term impact of 
tariffs on goods prices

ü The Fed will be wary of further 
rate cuts until inflation shows 
meaningful progress toward its 
goal

Source: BLS, FactSet, J.P. Morgan Asset Management. Contributions mirror the BLS methodology on Table 7 of the CPI report (Table 7. Consumer Price Index for All Urban Consumers (CPI-U): U.S. city average, by expenditure category, 12-month analysis table 
- 2023 M10 Results (bls.gov)). Values may not sum to headline CPI figures due to rounding and underlying calculations. ά{ƘŜƭǘŜǊέ includes ƻǿƴŜǊǎΩ equivalent rent, rent of primary residence and home insurance. άCƻƻŘ at ƘƻƳŜέ includes alcoholic beverages. 
Headline and core PCE deflator inflation shown are based on seasonally adjusted data due to data availability. *Official October 2025 data unavailable due to government shutdown and data shown are J.P. Morgan Asset Management estimates.
Guide to the Markets ς U.S. Data are as of May 13, 2026.
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Contributors to headline CPI inflation

Contribution to year-over-year % change in CPI, non-seasonally adjusted
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Credit Spreads Remain Close to All-Time Lows 

ü Strong corporate earnings have 
supported investment grade and 
high yield spreads, which remain 
close to all-time lows 
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