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 July Market Recap – Earnings Shine but AI Fears Emerge  
 

After a robust start to the first half of 
2026, investors were dealt a variety of 
headwinds in July that caused a spike 
in volatility.  The resumption of the 
U.S./Iran war, rising long term yields, 
stubborn inflation, oil back above 
$100/bbl and AI spending fears 
resurfacing overshadowed the best 
S&P 500 earnings seasons in five 
years. We witnessed Investors punish 
companies that both beat and 
missed earnings as future sales 
outlooks were mixed, excessive 
spending is depleting cash flow and 
supply constraints are concerning 
investors. In this weekly insights we 
offer a review from an economic and 
asset class perspective.  

• GDP slows in 2Q: The advanced 
reading on 2Q26 GDP showed 
growth slowed (to 1.5% from 
2.1%). However, when you exclude 
volatile items like net exports, 
inventories and government 
spending, the U.S. economy grew 
at a robust pace (3.9% QoQ).  

• Labor market: The pace of job 
creation decelerated (+57K in 
June). However, the 
unemployment rate dipped (4.2%) 
as the labor force participation fell.  

• Inflation stubborn: Inflation 
showed modest signs of 
improvement but remains above 
the Fed’s target (PCE Core YoY: 
3.3%, CPI Core YoY: 2.6%).   

• Fed turns hawkish: The FOMC 
kept interest rates unchanged for 
the fifth consecutive meeting. 
However, three members  
dissented in favor of a rate hike 
citing ongoing inflation pressures. 

• Consumer spending steady: 
Retail sales declined for the month 
but it was concentrated on gas 
sales. At the core level, sales rose 
for the sixth consecutive month.  

Global Equities: Renewed AI fears. 
The MSCI AC World Index was 
relatively flat in July as renewed AI 
fears and rising yields put pressure on 
the U.S. and emerging markets.  

• Emerging markets weakest: The 
MSCI EM Index was driven lower by 
Korea and Taiwan as 
semiconductors plummeted.  

• Europe outperforms U.S. The 
MSCI Europe ex UK Index 
outperformed the S&P 500 given its 
limited exposure to AI stocks.  

• U.S. growth stocks lost favor: 
Despite robust earnings, growth at 
all three market cap levels 
underperformed value. In addition, 
the S&P 500 equal weighted index 
outperformed its market cap 
counterpart for the second month. 

Fixed income: Yield curve 
steepens. The Bloomberg Aggregate 
Index fell for the first time in four 
months as long term yields rose. 

• Long term yields rise: Long term 
bonds yields surged as inflation 
remained elevated. The 30YR 
Treasury bond posted its worst 
monthly decline in 19 months. 

• Short term wins: Floating rate, 
leveraged loans and short term 
bonds led the gains. 

Commodities: War sends prices 
higher. The Bloomberg Commodity 
Index rebounded in July as the 
resumption of the war sent 
commodity prices higher.  

• Energy over precious metals: 
Energy outperformed precious 
metals as crude oil prices jumped 
22%. Gold lagged (+0.95%) as yield 
rose. Silver dropped for the second 
consecutive month.

Key Takeaways: 
•  2026 equity rally meets volatility.  

•  Domestic economic growth remains strong, but labor slows. 

•  Inflation does not surprise to the upside but stuck above Fed’s target. 

•  AI trade loses momentum.  

•  Long term yields on the rise.   
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Weekly Economic Recap – 
Inflation Stubborn but Fed Stays on Hold 

The preliminary reading on June durable goods 
orders showed that orders grew less than 
expected in June, led by weakness in 
nondefense transportation orders. At the core 
level (ex defense and aircraft), orders rose 
better than expected led by computers, 
electrical equipment and metals.  

Home prices as measured by the S&P Cotality 
Index rose more than expected in May. For the 
month, prices rose the most in Boston, 
Chicago and New York. The only city to see 
prices decline was San Diego.  

Consumer confidence as measured by the 
Conference Board declined in July. Both 
confidence on the current situation and future 
expectations declined led by concern over the 
labor market and future income.      

The FOMC met and as expected kept interest 
rates unchanged. However, there were three 
dissenters that wanted a rate hike due to the 
elevated level of inflation. The Chairman did 
not commit to future rate hikes but said they 
have “no tolerance” for inflation above target.  

The Fed’s preferred inflation indicator (PCE 
Core YoY) rose 3.3%, well above the 2% target 
in June. While the decline in energy prices 
helped the headline reading drop for the 
month (-0.1% MoM), core prices rose 
modestly (+0.1% MoM).  

The advanced reading on 2Q26 GDP showed 
that the U.S. economy grew slightly less than 
expected (+1.5% QoQ vs. 2.0% QoQ). The 
largest contribution to GDP was personal 
spending on services and business capex 
spending, However, net exports took 1% off of 
GDP as imports surged. When excluding net 
exports, inventories and government 
spending, GDP rose 3.9% (QoQ).   

Weekly Market Recap – 
Global Equities Higher but Concentrated in the U.S. 

Equities: The MSCI AC World Index was higher for the first time in three 
weeks despite volatility accelerating due to renewed fears about AI 
spending. Despite the weakness in tech to start the weak, a strong late 
week rebound led the Nasdaq to outperform all other U.S. Indices.   

Fixed Income: The Bloomberg Aggregate Index was lower for the second 
consecutive week as unceratinty over future Fed policy sent long term 
yields higher. The 30YR Treasury bond yield rose to the highest level since 
2007. High yield, municipals and floating rate debt rose.  

Commodities/FX: The Bloomberg Commodity Index fell for the first time in 
five weeks. Volatility was heightened as whipsawing geopolitical news 
dicatated market movements. Industrial metals and softs were the only 
two sectors with the Commodity Index to end positive for the week.

 
 
 

 Key Takeaways: 
•  FOMC keeps rates unchanged; does not offer path. 

•  Inflation does not surprise, still problematic.  

•  U.S. economy slows but domestic activity strong. 

•  Global equities higher led by tech rebound.  

•  Bond yields higher on uncertainty around Fed. 

•  Highly volatile market for commodities. 

 Domestic Economic Growth is Surging 

Footnotes: Data is as of July 30, 2026 for 2Q26 GDP. 
Data Source: FactSet Research Systems, Verdence Capital Advisors. 
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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. 

 


