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Market Tug Of War: Tariffs Vs. AI

The equity market has been in a tug of war between pricing in tariffs and pricing in artificial 
intelligence (AI). In our view, the AI trade is back and the equity market has already priced in the tariff 
trade. 

We have often mentioned that the equity market discounts six months in advance. Well, we’re moving close to this timeframe. The market is 
pricing in growth in the economy and no recession. The consumer still has money. Personal income came in last Friday much stronger than 
expected. Plus, savings are growing at 4.9% and the savings-income combination is bullish for consumer spending, which should continue to 
advance the U.S. economy. 

 Inflation Still Trending Down

Core Personal Consumption Expenditures (PCE) Still Trending Down 

Week Ahead
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Disposable Personal Income Is Growing

Consumer Saving Rate Is Rising 

Source: Bureau of Economic Analysis, Sanctuary Wealth, May 30, 2025
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Strategas Highlights On May 30: BUSINESS TAX REFUNDS ARE SURGING, PROVIDING AN 
UNDERAPPRECIATED STIMULUS TO THE ECONOMY

With all the earnings and tariff talk, the market is missing what Strategas is highlighting: that business tax funds are surging – which is 
providing stimulus for the economy. Note the correlation of improving business taxes to the Atlanta GDPNow Tracker. 

Source: Strategas, May 30, 2025

Source: Strategas, May 30, 2025



Source: Bloomberg, October 27, 2023
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Corporate Profits Still Growing Vs. GDP But Slowing 

Points To Growth Stocks Outperforming 

Corporate Profits Are Growing Vs. GDP But Slowing 

Reintroducing 7200 Target On S&P 500 Over The Next 12-Months

The S&P 500 is pricing in that tariffs will eventually be settled and will not cause much damage to corporate profits. We believe that AI, 
robotics, virtual reality and Web 3.0 will continue to drive the equity market with Technology and Tech-Related sectors producing the 
earnings that can drive stocks higher. Remember: a scarce earnings environment drives Growth stocks. The S&P 500 has had a sharp 
recovery from the lows in April. We continue to anticipate a summer rally, though some sideways trading remains likely in the near term. The 
accompanying chart shows what might be a developing inverted head and shoulders pattern in the S&P 500; in technical analysis, this is a 
formation often seen as a bullish signal.

If we are correct, we believe this pattern will allow in time for the S&P 500 to reach our original target this year of 7200, which is just over a 
20% gain from today’s level. The market may not get there this year, but we do believe it’s a level we get to in 2026. Our longer-term target 
remains 10,000-13,000, which, in our view, will be reached at the end of the decade. So, we remain buyers of this equity market. 

S&P 500 Could Be Forming An Inverted Head & Shoulders Pattern

Source: Bureau of Economic Analysis, Sanctuary Wealth, May 30, 2025



Source: Bloomberg, October 27, 2023
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10-Year Treasury Yield Trending Down Not Up

With April Core Personal Consumption Expenditures (PCE) coming in as expected at 2.5%, the pressure on longer rates is easing. Technically 
the price momentum is pointing to an easing on the 10-year Treasury yield. We do not see this rate moving toward 5.0% but trending toward 
4.2%. We maintain that the 10-year Treasury remains in a trading range of 4.0%-5.0%. Note in the monthly chart that yields are basically 
unchanged over the past 17 years. 

10-Year Treasury Yield With Daily Stochastic
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10-Year Treasury Yield With Weekly Stochastic



Source: Bloomberg, October 27, 2023
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10-Year Treasury Yield With Monthly Stochastic

Sector Readings: Communication Services Still Top Ranked While Lowest Ranked Health Care Remains 
In Intensive Care

Our sector model analyzes S&P 500 GICS sector classifications, using a weighted measure of price momentum across three time periods. We 
rank each sector from best to worst based upon the average of its 40-, 26-, and 13-week relative price performances. We rank each sector from 
1-10 with 1 being the strongest and 10 the weakest. Last week, Health Care remained in last place and Communication Services stayed top-
ranked. Technology continues to improve.

Sector Rankings By 40-, 26-, And 13-Week Average Relative Price Performance

Source: Bloomberg, Sanctuary Wealth, May 30, 2025



Source: Bloomberg, October 27, 2023
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OBOS List: Industrials Most Overbought And Health Care Most Oversold

This is our new tactical sector rotation model using the S&P 500 GICs sector classifications. We apply a 13-week rate of change methodology 
that normalizes the rankings from overbought (OB) to oversold (OS). An industry group is overbought when it has risen too far too fast, 
relative to the rest of the market, based upon its normal movement. Conversely, it’s oversold when it has lost too much too fast, relative to the 
rest of the market, based upon its normal movement. Over time, a sector tends to move back toward its normal rate of change, relative to the 
rest of the market. Overbought sectors tend to slow their pace of gains in relative price, while oversold sectors tend to improve in relative 
price until they reach their average performance again.

Here’s our methodology: the overbought-oversold table of sectors measures the 13-week rate of change in the relative price of each sector. 
We then average (i.e., smooth) this for 3 weeks and normalize the results. Normalized oscillator values over 1.0 are considered overbought, 
while those between 0.6 and 1.0 are considered near overbought. Normalized oscillator values below -1.0 are considered oversold, while those 
between -0.6 and -1.0 are considered near oversold. 
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Source: Bloomberg, Sanctuary Wealth, May 30, 2025



Source: Bloomberg, Sanctuary Wealth, May 30, 2025
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Market Performance: Gold Remains The Best Performing Asset YTD 

Reading The Economic Tea Leaves

This week is all about jobs, again. 

This week’s calendar is packed with potential market-moving data. On the jobs front, we’ll see the latest JOLTS and ADP reports, 
offering fresh insights into labor demand and payroll trends. The Fed’s Beige Book will provide an anecdotal look at economic 
conditions across the country, just weeks ahead of the next FOMC meeting. ISM Manufacturing and Services data will also shed light 
on business sentiment. As always, we’re watching how the market reacts, but we remain focused on long-term opportunity, not short-
term noise.
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Sanctuary makes no representation as to the accuracy or completeness of information contained herein. The information is based upon 
data available to the public and is not an offer to sell or solicitation of offers to buy any securities mentioned herein. Any investment 
discussed may not be suitable for all investors. Investors must make their own decisions based on their specific investment objectives 
and financial circumstances. Investments are subject to risk, including but not limited to market and interest rate fluctuations. Any 
performance data represents past performance which is no guarantee of future results. Prices/yields/figures mentioned herein are as of 
the date noted unless indicated otherwise. All figures subject to market fluctuation and change. Additional information available upon 
request. 

Securities offered through Sanctuary Securities, Member FINRA and SIPC. 
Advisory services offered through Sanctuary Advisors, LLC, and SEC registered investment advisor. 

*Earnings reflect highlights
Source: MarketWatch/Kiplinger’s/CNBC

10:00 am  San Francisco Fed President Mary Daly TV appearance
8:00 pm Fed Governor Christopher Waller speech

9:45 am  S&P final U.S. manufacturing PMI
10:00 am  ISM manufacturing, Construction spending

10:15 am Dallas Fed President Lorie Logan speech
12:45 pm Chicago Fed President Austan Goolsbee speech

1:00 pm Federal Reserve Chair Jerome Powell opening remarks

TBA Auto sales
Earnings   Campbell Soup*

10:00 am Factory orders, Job openings
12:45 pm Chicago Fed President Austan Goolsbee speech
1:00 pm Federal Reserve Governor Lisa Cook speech
3:30 pm Dallas Fed President Lorie Logan opening remarks
Earnings   Dollar General, CrowdStrike Holdings, Hewlett Packard Enterprise

8:15 am  ADP employment
9:45 am S&P final U.S. services PMI
10:00 am  ISM services
10:15 am  Atlanta Fed President Raphael Bostic and Federal Reserve Governor Lisa Cook at Fed listens event
2:00 pm Fed Beige Book
Earnings   Dollar Tree

8:30 am  Initial jobless claims, U.S. trade deficit, U.S. productivity
12:00 pm Federal Reserve Governor Adriana Kugler speech
1:30 pm   Philadelphia Fed President Patrick Harker speech
Earnings   Broadcom, Cracker Barrel, Lululemon Athletica

8:30 am  U.S. employment report, U.S. hourly wages, Hourly wages year over year 
3:00 pm Consumer credit
Earnings   ABM Industries

Sun.
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