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 May Recap: Equities Rally on Earnings and AI while Economy Uncertain 
 

Equity investors largely tuned out the 
changing headlines around U.S. and 
Iran ceasefire talks in May. They also 
disregarded mixed economic data 
and the shift in interest rate 
expectations as inflation has proven 
problematic. Instead, investors 
focused on earnings and AI stocks. 
The MSCI AC World Index rallied with 
many indices making new record 
highs for the month (e.g., S&P 500, 
Nasdaq, Nikkei 225, Topix and Kospi). 
In this weekly insights we review the 
month of May from an economic and 
asset class perspective.  

• Consumer fatigued: Rising 
costs and stagnant wage growth 
is weighing on consumers. 
Confidence made a new record 
low, real disposable income has 
declined for three consecutive 
months and the personal savings 
rate is at the lowest since 2022.  

• Fed leader changes; tone 
hawkish: Kevin Warsh replaced 
Jerome Powell as the Fed 
Chairman in May. Despite hopes 
for rate cuts, ongoing inflation 
pushed the futures market to 
price in potential hikes in 2H26.  

• Labor market stable: The U.S. 
economy added 300K jobs in the 
two months ending in April. In 
addition, the unemployment rate 
held steady at 4.3%.         

• Inflation problematic: Core PCE 
YoY rose at the fastest pace in 
three years. In addition, 
manufacturing and service 
prices are historically high while 
software, tech and electronic 
prices are surging.  

Global equities: Volatility continued 
to decline in May as measured by the 
VIX Index due to optimism about an 
end to the war and tech euphoria.  

• U.S. tech leads:  In the U.S., 
growth and tech stocks led the 
gains with the Nasdaq making 11 
record highs in the month.  

• Global tech benefits: Asian 
emerging markets rallied the 
most as Korea and Taiwan 
benefitted from the AI trade.  

• European equities lag: 
European equities lagged the 
rest of the world due to their lack 
of AI exposure and heavy 
reliance on imported oil.   

Global Fixed Income: Bond yields 
were whipsawed on news out of the 
Middle East and its impact on oil 
prices and inflation expectations. By 
month end yields had declined on 
hopes of a resolution. 

• Credit continues to tighten: 
Despite the uncertainty around 
inflation and economic growth, 
credit continued to rally. 
Investment grade, high yield and 
emerging market bonds led the 
rally in fixed income.  

• Long term bonds outperform: 
Long term bonds (30YR) 
outperformed short term bonds 
(2YR) as inflation expectations 
dropped sharply. 

Commodities: The Bloomberg 
Commodity Index fell the most in 13 
months as optimism about the end of 
the Middle East conflict sent oil 
prices into correction territory (a drop 
of 10% or more).  

• Industrial metals were the sole 
major sector of the commodity 
index to rally led by Copper. 
Supply disruptions and AI 
demand have boosted metals. 

Key Takeaways: 
•  Investors tune out on and off again peace deal. 

•  Artificial intelligence euphoria takes over. 

•  Inflation is highest in three years. 

•  Nasdaq and growth lead U.S. equities. 

•  Oil prices plummet on hopes for resolution to war.   
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Weekly Economic Recap – 
 Consumer confidence weak as inflation 
climbs 

Home prices as measured by the S&P Cotality  
Index declined for the second consecutive 
month in March. Of the 20 cities that are 
included in the Index, 16 out of the 20 saw 
home prices drop for the month. The largest 
declines were seen in Seattle, Tampa and Los 
Angeles. The only four cities to see prices rise 
were Chicago, Boston, Miami and New York.  
 
Consumer confidence as measured by the 
Conference Board declined in May. The 
weakness was concentrated on sentiment on 
the current economic situation as 
expectations for the future modestly 
increased.   
 
New home sales declined in April by the most 
in three months. Three of the four major 
regions that are monitored declined (i.e., 
northeast, midwest and south) while the west 
saw an increases. The median price rose 8%, 
the biggest jump since April 2019. 

The second reading on 1Q26 GDP showed the 
economy grew less than originally reported 
(1.6% vs 2.0% QoQ). The downward revision 
was led by consumer spending and slightly 
weaker non residential fixed investment.   

Core PCE, the Fed’s preferred inflatlon 
indicator rose at the fastest pace since 2023 
(3.3% YoY). Gas prices drove the headline 
reading higher (3.8% YoY), but core price 
increases were driven by software, 
technology, healthcare and financial services.  

Personal spending outpaced income in April 
which drove the savings rate to the lowest 
since 2022. When looking at real disposable 
income, it has declined for three consecutive 
months. The last time we had three 
consecutive months of declining real 
disposable income was at the end of 
2021/early 2022.   

 

Weekly Market Recap – 
Global equities rally on war optimism 

Equities: The MSCI AC World Index rose for the second consecuitve week 
led by the emerging markets and the U.S. Equities rallied as the AI trade 
continues to gain momentum and on positive signs that a deal between 
Iran and the U.S. may be close. Last week, the emerging markets were the 
largest beneficiary of a deal to end the war in the Middle East led by Korea 
and Taiwan. Within the U.S., the Nasdaq and large cap growth led U.S. 
equities with the Nasdaq making a fresh new record high.   

Fixed Income: The Bloomberg Aggregate Index rallied as oil prices 
plummeted on hopes for an end to the conflict in the Middle East. Lower 
oil prices drove yields lower (prices higher). Every sector of fixed income 
rose but it was led by EM bonds and long term Treasuries.        

Commodities/FX: The Bloomberg Commodity Index fell by the most in 
seven weeks led by energy and grains. Crude oil prices fell 9% for the week 
on hopes for an end to the Middle East conflict and reopening of the Strait 
of Hormuz. Grains were under pressure due to a lack of clarity around an 
agricultural deal between the U.S. and China.   

 

 Key Takeaways: 
•  Consumer confidence falls further. 

•  1Q26 GDP weaker than originally reported.  

•  Inflation rising at fastest pace since 2023. 

•  Optimism about the end of the war and AI boost equities. 

•  Yields fall as energy prices decline. 

•  Oil prices plummet on progress with Iran. 

Footnotes: Data is as of April 2026. 
Data Source: Bloomberg Finance LP, Verdence Capital Advisors. 
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Dow Jones 
Industrial 
Average 

51,032  0.9% 2.9% 4.6% 22.7% 6.9% 
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MSCI AC 
World (USD) 

1,131  1.7% 5.2% 7.5% 30.3% 12.1% 

S&P 500 7,580  1.4% 5.3% 10.5% 29.7% 11.2% 
MSCI EAFE 

(USD) 
3,118  1.1% 3.1% -0.6% 22.8% 9.4% 

Russell 
1000 

Growth 
5,145  2.3% 7.2% 13.7% 28.7% 8.2% 

MSCI 
Europe ex 
UK (USD) 

3,425  1.1% 3.5% -0.3% 19.1% 6.7% 

Russell 
1000 Value 

2,337  0.7% 2.9% 6.0% 28.5% 13.6% 
MSCI Japan 

(USD) 
5,528  1.8% 5.0% 0.3% 31.7% 16.1% 

Russell 
2500 

5,090  1.8% 4.4% 10.0% 38.0% 18.4% 
MSCI UK 

(USD) 
1,669  -0.2% -0.3% -3.2% 23.0% 7.0% 

Russell 
2000 

2,919  1.8% 4.4% 11.3% 43.2% 18.3% 
MSCI EM 

(USD) 
1,752  4.0% 9.7% 9.4% 54.3% 25.6% 

Nasdaq 26,973  2.4% 8.4% 19.2% 42.0% 16.3% 
MSCI Asia 
ex Japan 

(USD) 
1,161  4.1% 11.2% 11.6% 56.6% 27.8% 
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U.S. 
Aggregate 

4.7% 0.8% 0.3% -1.3% 5.1% 0.4% 
Bloomberg 
Commodity 

Index 
345 -2.5% -3.6% 12.1% 40.5% 25.0% 

U.S. 
Govt/Credit 

4.6% 0.8% 0.3% -1.4% 4.6% 0.2% 
Crude Oil 
(USD/bbl) 

$87.4  -9.3% -19.5% 20.3% 26.4% 29.9% 

U.S. 10 
Year 

Treasury 
4.4% 1.2% 0.0% -2.7% 4.1% -0.5% Gold ($/oz) $4,540.3  0.7% -0.2% -14.7% 36.8% 5.1% 

U.S. TIPS 
(1-10YR) 

4.3% 0.8% 0.0% 0.5% 5.0% 1.8% Copper $638.9  2.1% 8.7% 6.4% 36.6% 12.4% 

U.S. High 
Yield 

7.0% 0.6% 0.5% 1.0% 7.6% 1.7% Wheat $610.5  -5.7% -6.5% 2.0% -0.4% 14.9% 

EM Bonds 
(USD) 

6.0% 1.1% 0.7% -0.1% 9.5% 1.5% U.S. Dollar 99 -0.3% 0.0% 1.4% -0.3% 0.6% 

Municipal 
Bonds 

3.7% 1.0% 0.4% -0.8% 6.7% 1.3% VIX Index 15.3 -8.3% -9.3% -22.9% -17.5% 2.5% 

 

 
 
 
 
 
 
 
 
 
 
 

Footnotes: Data is as of May 29, 2026. 
Source: Bloomberg Finance LP, Verdence Capital Advisors. 
 
 

 Global Equities Jump as Hopes for a Peace Deal in the Middle East Increased 
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Disclaimer: 

© 2026 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC.  Reproduction without permission is not permitted. The indexes presented are 
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from 
the securities in the index.  
 
Verdence relies heavily on unaudited third-party data.   Data sources include public data, such as mutual fund data, and non-public data, such as information provided by other 
investment advisors and managers of limited partnership pooled accounts. Data and/or statistics included on this Portal, including references to performance, opinions, ratings, 
rankings, manager statistics and demographic information, product or strategy descriptions, either quantitative or qualitative, are based upon information reasonably available to us as 
of the applicable date(s) then-published. Information has been obtained from sources that we believe to be reliable, but these sources cannot be guaranteed as to their accuracy or 
completeness. All data and information produced by a third party has the potential to be incorrect, incomplete or otherwise misleading.  No implication shall be created that the 
information contained on the Site is correct, including as of any time subsequent to the publish date, and Verdence does not undertake an obligation to update such information at any 
time after such date. Verdence makes not warranty or representation of the veracity of the data and information and its use of the information should not be implied as an endorsement 
of any material or statements made.  Data, particularly non-public data, is subject to error and where the information is not audited, the potential for error is greater.  Where shown, 
performance information presented is that which has been calculated and presented by an unaffiliated third-party manager.  We have no insight into the performance of the 
advisor/product/account or fund shown and do not attempt to determine whether the performance presented is accurate.  Therefore, the performance could be incorrect, overstated 
or not reflective of actual trading of client funds.  There is the potential that the performance shown is a back test and not the result of real investment advice and trading.  As such, it 
could not be relied upon as indicative of future returns of a particular strategy.  Where performance shown is that of a pooled account, limited partnership or private equity fund, you 
should be aware that there is a significant lack of transparency into the operations and investment process and investment vehicles invested in.  As a result pricing and valuation of the 
underlying holdings which produced the stated performance could be incorrect, stale, or overstated and therefore the performance figures presented cannot be relied upon.   Before 
investing, we encourage you to request additional information, particularly performance information, of any product that you are considering for your client.  You should read, as 
applicable, the Prospectus, SAI, Composite Disclosure and/or performance disclosure associated with any product that you are considering for investment for your or your client’s.  
Certain products shown may have account minimums or minimum investment sizes that are unattainable for your clients and therefore they may not be eligible to invest in these 
products.    Reference to registration with the Securities and Exchange Commission (“SEC”) does not imply that the SEC has endorsed or approved the qualifications of Verdence or its 
respective representatives to provide any advisory services described on the Site. 


