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Key Observations: What We’re Watching This Week:

Domestic equities, specifically U.S. large caps, found favor 
last week as the combination of strong earnings results 
from market leader Nvidia paired with a boost in consumer 
confidence pushed stocks higher, even as tariff uncertainty 
crept back into the fold by the weekend. 

Stocks in emerging markets lost ground on the week as trade 
tensions flared driven by U.S. restrictions on semiconductor 
shipments to China, causing stocks such as Taiwan 
Semiconductor to falter, while exposure to China weighed 
on corporate profit margins.  

US Treasuries caught a bid last week as the 10-year yield 
moved back below 4.50%, closing out the week at 4.40% 
as initial and continuing jobless claims rose more than 
expected, while upcoming T-bill issuance was reduced and 
core PCE inflation for April came in at 2.5%, modestly below 
the 2.6% reading from March.  

The Job Openings and Labor Turnover (JOLTS) Survey 
results are set for release on Tuesday, with Job Openings 
expected to fall to 7063K from 7192K last month with 
U.S. Layoffs and Quits rates in focus as the latter has 
trended higher in recent months, suggesting workers are 
increasingly confident they can find a new job.

ISM Services Index data for May is anticipated on 
Wednesday, with forecasters projecting continued 
expansion at 52.1, modestly above the 51.6 reading in 
April, but any weakening here could be evidence that 
sour sentiment is impacting consumer behavior. 

The change in Nonfarm Payrolls Report for May is set to 
be published Friday with the consensus estimate calling 
for 125K jobs added during the month, a decrease from 
the prior month result of 177K jobs, with the unemployment 
rate expected to hold at 4.2%. 
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Stocks: Improved Consumer Confidence, 
Tech Earnings Pull Large Cap Stocks Higher 
While Small Cap Buyers Fade Into The 
Weekend; Trade Tensions And Individual 
Country Complications Lead To Losses For 
Emerging Market Stocks.

Revival In Consumer Confidence And Tariff Ruling Put A 
Bid Under Domestic Equities. U.S. equity markets opened 
higher as the Trump administration struck a positive tone 
on EU trade developments over the long weekend and 
Conference Board Consumer Confidence rebounded 
after consecutive monthly declines. The S&P 500 pushed 
higher by 2.1% on Tuesday alone, stemming from the tariff 
‘pause,’ but the path forward for tariffs turned murkier later 
in the week after a U.S. trade court ruled President Trump’s 
broader tariffs didn’t fit with the legal provision they were 
filed under. The change was taken as a short-lived positive 
for risk assets as investors realized that other avenues exist 
for tariffs to remain in place and for tensions between the 
U.S. and China to remain strained. Trade sentiment was, on 
balance, positive for the tech-laden NASDAQ 100 which 
was higher by 2% on the week and Nvidia’s earnings report 
after the bell on Wednesday added to the excitement as 
the company capped off domestic earnings season on a 
high note. Shares of the tech giant were higher by as much 
as 6% after surprising to the upside on sales and earnings 
with upbeat guidance despite headwinds from trade. Now 
that 97% of S&P 500 companies have reported first quarter 
earnings, fundamentals could take a backseat in the 
near-term as macro (trade) developments and technicals 
drive price action. Technically speaking, the next major 
resistance level for the S&P 500 stands at the all-time high 
from February of 6,144, while recently retested support 
levels at the 200-day moving average of 5,785 could serve 
to minimize downside. 

Small Caps Start Hot On Consumer Confidence But Fail 
To Sustain Leadership. Risk-appetite surged after the 
upside surprise in consumer confidence early last week 
signaled consumers may not be as sour as previously 
thought, leading to a 2.5% gain for the S&P 600 Small Cap 
index in Tuesday trading. Companies down the market-
cap spectrum gave back a chunk of those gains by the 

weekend, with the S&P 600 returning 1.3%, trailing the S&P 
500’s 1.9% gain. The technical backdrop for small-caps has 
room for improvement as the Small Cap 600 has been stuck 
in a range between its 50- and 100-day moving average 
since early May, but after three weeks consolidating in a 
tight trading range, the index could be poised to breakout 
in the coming weeks, assuming trade rhetoric subsides and 
some deals get across the finish line.

Trade Policy, Domestic Headwinds Holding Back Earnings 
For Chinese Companies. The broader MSCI Emerging 
Market Equity index was one of the few market segments 
to notch negative returns last week, falling by 1.1% with top 
country exposures China and Taiwan falling by 2.7% and 
1.2%, respectively, over that stretch. On the ground in China, 
corporations are navigating renewed margin pressure, 
evident last week as e-commerce giant Pinduoduo’s 
earnings miss weighed on the broader MSCI China index. 
Pinduoduo, the parent company of discount online retailer 
Temu, cited small parcel duties as hampering overseas 
revenues and compressing profit margins. Typically, domestic 
demand would serve to offset a portion of the lost revenue 
as the monetary stimulus permeates China’s economy, but 
the deflationary forces at play lead consumers to expect 
cheaper prices going forward. Increased competition is 
contributing to deflationary forces in China, evident by food 
delivery company Meituan stating their profits could suffer 
and electric and hybrid vehicle maker BYD cutting prices 
by as much as 34%, with both announcements putting 
pressuring their respective equity prices lower.

Bonds: U.S. Treasury Yields Move Lower After 
Rising For Four Straight Weeks, Benefiting 
High Grade Corporates As Valuations 
Compress; Japanese Bonds See Buyers’ 
Strike As The FOMC Reiterates Plan To Stand 
Pat.

Treasury Bonds Rally As The 10-Year Yield Recedes Back 
Below 4.5% On Lower Inflation, Softer Labor Data. After 
four consecutive weekly declines, fixed income markets 
found their footing with the Bloomberg Aggregate Bond 
Index generating a 0.8% return while longer duration 
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segments like high grade corporates fared even better. On 
the labor market front, initial and continuing jobless claims 
rose above estimates by 10K and 26K, respectively, pulling 
Treasury yields down in the process. Another notable driver 
on the short end of the Treasury curve was Thursday’s 
April Core PCE Price Index which showed continued slow 
progress on the inflation front as the FOMC’s preferred 
inflation gauge Core PCE rose 2.5% year-on-year, below 
the 2.6% reading from the prior month. The move lower in 
core inflation was enough to bring market expectations for 
a rate cut in September back above 50% to suggest there 
is greater than a coinflip’s chance the committee moves 
in September.

Demand Slump Drags On For Japanese Government 
Bonds. On Wednesday, the Japanese government auction 
of 40-year notes was met with the weakest demand since 
July 2024. The lack of demand resulted in Japanese 
government bond yields ratcheting higher, temporarily 
forcing euro-area yields and U.S. Treasury yields to tick 
higher. The buyers’ drought is rooted in concerns of the 
nation’s fiscal health and rising inflation. To combat the 
drop in demand, Japan’s Ministry of Finance is considering 
issuing shorter term debt going forward. Japanese 
investors such as pension funds and insurers are significant 
holders of foreign sovereign debt, including U.S. Treasuries. 
When yields on Japanese government bonds (JGBs) rise, 
Japanese investors are incentivized to keep their capital 
at home causing yields on U.S. Treasuries and euro area 
sovereigns to move higher to remain competitive.

Investment-Grade Bond Issuers Have Busiest Month Since 
May 2020. May was a busy month for investment grade 
bond issuance as over $150 billion in paper came to 
market. Issuers were primed to take advantage of the 
low spread levels in advance of the uncertainty around 
landing points for trade policy following the 90-day tariff 
pause. Investment grade spreads moved back below Pre-
Liberation Day levels at 89-bps, and issuance is expected 
to remain elevated into June. While spreads are tight, 
absolute yields are still north of 5% and fund flows into fixed 
income have been very strong since the start of the year, 
offsetting the increased supply coming to market. Even 
with macro uncertainty persisting, the technical backdrop 
for investment grade credit should be supportive of 

spreads into June. 

FOMC Minutes Reinforce Theme Of “Wait-And-See”. On 
Wednesday, the Federal Reserve released minutes from 
its May 6-7 Federal Open Market Committee (FOMC) 
meeting. During the post-FOMC press conference on the 
7th, Chair Jerome Powell referenced the word “waiting” 
over 20 times and that approach was reinforced in the 
minutes. Overall, the minutes release was taken as ‘old 
news’ by markets as members emphasized the need for 
more clarity on the economic impacts of trade policies 
before making any further policy adjustments. Within 
the minutes, the tone for potential inflation due to tariffs 
shifted as members appeared to have a higher degree 
of confidence that inflation would likely pick up as 
companies begin to pass on tariff related cost increases 
at least partially or even fully to consumers. Members also 
highlighted the risk that the labor market could weaken 
in coming months, although the timing is still uncertain 
leading to the “wait-and-see” approach.
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IMPORTANT DISCLOSURES: THIS PUBLICATION HAS BEEN PREPARED BY THE STAFF OF HIGHLAND ASSOCIATES, INC. FOR 

DISTRIBUTION TO, AMONG OTHERS, HIGHLAND ASSOCIATES, INC. CLIENTS. HIGHLAND ASSOCIATES IS REGISTERED WITH 

THE UNITED STATES SECURITY AND EXCHANGE COMMISSION UNDER THE INVESTMENT ADVISORS ACT OF 1940. HIGHLAND 

ASSOCIATES IS A WHOLLY OWNED SUBSIDIARY OF REGIONS BANK, WHICH IN TURN IS A WHOLLY OWNED SUBSIDIARY 

OF REGIONS FINANCIAL CORPORATION. RESEARCH SERVICES ARE PROVIDED THROUGH MULTI-ASSET SOLUTIONS, A 

DEPARTMENT OF THE REGIONS ASSET MANAGEMENT BUSINESS GROUP WITHIN REGIONS BANK. THE INFORMATION AND 

MATERIAL CONTAINED HEREIN IS PROVIDED SOLELY FOR GENERAL INFORMATION PURPOSES ONLY. TO THE EXTENT THESE 

MATERIALS REFERENCE REGIONS BANK DATA, SUCH MATERIALS ARE NOT INTENDED TO BE REFLECTIVE OR INDICATIVE 

OF, AND SHOULD NOT BE RELIED UPON AS, THE RESULTS OF OPERATIONS, FINANCIAL CONDITIONS OR PERFORMANCE 

OF REGIONS BANK. UNLESS OTHERWISE SPECIFICALLY STATED, ANY VIEWS, OPINIONS, ANALYSES, ESTIMATES AND 

STRATEGIES, AS THE CASE MAY BE (“VIEWS”), EXPRESSED IN THIS CONTENT ARE THOSE OF THE RESPECTIVE AUTHORS 

AND SPEAKERS NAMED IN THOSE PIECES AND MAY DIFFER FROM THOSE OF REGIONS BANK AND/OR OTHER REGIONS 

BANK EMPLOYEES AND AFFILIATES. VIEWS AND ESTIMATES CONSTITUTE OUR JUDGMENT AS OF THE DATE OF THESE 

MATERIALS, ARE OFTEN BASED ON CURRENT MARKET CONDITIONS, AND ARE SUBJECT TO CHANGE WITHOUT NOTICE. 

ANY EXAMPLES USED ARE GENERIC, HYPOTHETICAL AND FOR ILLUSTRATION PURPOSES ONLY. ANY PRICES/QUOTES/

STATISTICS INCLUDED HAVE BEEN OBTAINED FROM SOURCES BELIEVED TO BE RELIABLE, BUT HIGHLAND ASSOCIATES, 

INC. DOES NOT WARRANT THEIR COMPLETENESS OR ACCURACY. THIS INFORMATION IN NO WAY CONSTITUTES RESEARCH 

AND SHOULD NOT BE TREATED AS SUCH. THE VIEWS EXPRESSED HEREIN SHOULD NOT BE CONSTRUED AS INDIVIDUAL 

INVESTMENT ADVICE FOR ANY PARTICULAR PERSON OR ENTITY AND ARE NOT INTENDED AS RECOMMENDATIONS OF 

PARTICULAR SECURITIES, FINANCIAL INSTRUMENTS, STRATEGIES OR BANKING SERVICES FOR A PARTICULAR PERSON 

OR ENTITY. THE NAMES AND MARKS OF OTHER COMPANIES OR THEIR SERVICES OR PRODUCTS MAY BE THE TRADEMARKS 

OF THEIR OWNERS AND ARE USED ONLY TO IDENTIFY SUCH COMPANIES OR THEIR SERVICES OR PRODUCTS AND NOT TO 

INDICATE ENDORSEMENT, SPONSORSHIP, OR OWNERSHIP BY REGIONS OR HIGHLAND ASSOCIATES. EMPLOYEES OF HIGHLAND 

ASSOCIATES, INC., MAY HAVE POSITIONS IN SECURITIES OR THEIR DERIVATIVES THAT MAY BE MENTIONED IN THIS REPORT. 

ADDITIONALLY, HIGHLAND’S CLIENTS AND COMPANIES AFFILIATED WITH HIGHLAND ASSOCIATES MAY HOLD POSITIONS IN 

THE MENTIONED COMPANIES IN THEIR PORTFOLIOS OR STRATEGIES. THIS MATERIAL DOES NOT CONSTITUTE AN OFFER OR 

AN INVITATION BY OR ON BEHALF OF HIGHLAND ASSOCIATES TO ANY PERSON OR ENTITY TO BUY OR SELL ANY SECURITY OR

FINANCIAL INSTRUMENT OR ENGAGE IN ANY BANKING SERVICE. NOTHING IN THESE MATERIALS CONSTITUTES INVESTMENT, LEGAL,  

ACCOUNTING OR TAX ADVICE. NON-DEPOSIT PRODUCTS INCLUDING INVESTMENTS, SECURITIES, MUTUAL FUNDS, INSURANCE 

PRODUCTS, CRYPTO ASSETS AND ANNUITIES: ARE NOT FDIC-INSURED I ARE NOT A DEPOSIT I MAY GO DOWN IN VALUE I ARE NOT BANK 

GUARANTEED I ARE NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY I ARE NOT A CONDITION OF ANY BANKING ACTIVITY.

NEITHER REGIONS BANK NOR REGIONS ASSET MANAGEMENT (COLLECTIVELY, “REGIONS”) ARE REGISTERED MUNICIPAL 

ADVISORS NOR PROVIDE ADVICE TO MUNICIPAL ENTITIES OR OBLIGATED PERSONS WITH RESPECT TO MUNICIPAL FINANCIAL 

PRODUCTS OR THE ISSUANCE OF MUNICIPAL SECURITIES (INCLUDING REGARDING THE STRUCTURE, TIMING, TERMS AND 

SIMILAR MATTERS CONCERNING MUNICIPAL FINANCIAL PRODUCTS OR MUNICIPAL SECURITIES ISSUANCES) OR ENGAGE 

IN THE SOLICITATION OF MUNICIPAL ENTITIES OR OBLIGATED PERSONS FOR SUCH SERVICES. WITH RESPECT TO THIS 

PRESENTATION AND ANY OTHER INFORMATION, MATERIALS OR COMMUNICATIONS PROVIDED BY REGIONS, (A) REGIONS 

IS NOT RECOMMENDING AN ACTION TO ANY MUNICIPAL ENTITY OR OBLIGATED PERSON, (B) REGIONS IS NOT ACTING AS 

AN ADVISOR TO ANY MUNICIPAL ENTITY OR OBLIGATED PERSON AND DOES NOT OWE A FIDUCIARY DUTY PURSUANT 

TO SECTION 15B OF THE SECURITIES EXCHANGE ACT OF 1934 TO ANY MUNICIPAL ENTITY OR OBLIGATED PERSON WITH 

RESPECT TO SUCH PRESENTATION, INFORMATION, MATERIALS OR COMMUNICATIONS, (C) REGIONS IS ACTING FOR ITS OWN 

INTERESTS, AND (D) YOU SHOULD DISCUSS THIS PRESENTATION AND ANY SUCH OTHER INFORMATION, MATERIALS OR 

COMMUNICATIONS WITH ANY AND ALL INTERNAL AND EXTERNAL ADVISORS AND EXPERTS THAT YOU DEEM APPROPRIATE 

BEFORE ACTING ON THIS PRESENTATION OR ANY SUCH OTHER INFORMATION, MATERIALS OR COMMUNICATIONS.

SOURCE: BLOOMBERG INDEX SERVICES LIMITED. BLOOMBERG® IS A TRADEMARK AND SERVICE MARK OF BLOOMBERG 

FINANCE L.P. AND ITS AFFILIATES (COLLECTIVELY “BLOOMBERG”). BARCLAYS® IS A TRADEMARK AND SERVICE MARK 

OF BARCLAYS BANK PLC (COLLECTIVELY WITH ITS AFFILIATES, “BARCLAYS”), USED UNDER LICENSE. BLOOMBERG OR 

BLOOMBERG’S LICENSORS, INCLUDING BARCLAYS, OWN ALL PROPRIETARY RIGHTS IN THE BLOOMBERG BARCLAYS 

INDICES. NEITHER BLOOMBERG NOR BARCLAYS APPROVES OR ENDORSES THIS MATERIAL OR GUARANTEES THE 

ACCURACY OR COMPLETENESS OF ANY INFORMATION HEREIN, OR MAKES ANY WARRANTY, EXPRESS OR IMPLIED, 

AS TO THE RESULTS TO BE OBTAINED THEREFROM AND, TO THE MAXIMUM EXTENT ALLOWED BY LAW, NEITHER 

SHALL HAVE ANY LIABILITY OR RESPONSIBILITY FOR INJURY OR DAMAGES ARISING IN CONNECTION THEREWITH.


