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US equity indices opened firmly higher Monday, encouraged by the
continued pause in strikes between the US and Iran as the latter held talks
with Oman over the Strait of Hormuz which was sent oil prices sharply
lower and bond yields also easing as covered in the morning update.

However, the early strength faded quickly as another bout of weakness in
semiconductor and AI infrastructure names weighed on the market-cap-
weighted indices dragging them into negative territory. They would battle
back to finish little changed with the S&P 500 flat on the day, while the
Nasdaq Composite slipped -0.2%. The PHLX Semiconductor Index fell
-2.2%, now on track for its worst month since 2008, dragging the
Information Technology sector lower despite strength in software and
another all-time high for Apple.

In contrast the less Tech heavy equal-weighted S&P 500 Index finished
+0.7%, the Dow Jones Industrial Average +0.5%, and the Russell 2000
+0.7%, as under the surface, participation was stronger than the headline
indices suggested. Communication Services, Consumer Staples, and
Financials were among the leaders.

WTI crude would see its largest decline since early April as US-Iran
tensions eased with President Trump saying there was a “good chance” of
reaching a deal with Iran. That said, Trump warned fighting could resume
if negotiations do not produce a deal.

Separately, Iran and Oman are trying to reach an agreement to restart
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shipping through the Strait of Hormuz, according to people familiar with
the matter.

Some market commentary:

“Today’s move in oil is supportive for both equities and bonds, but the
impact is likely to be short-lived. Particularly given it’s difficult to make a
sustained case for lower oil prices with no sign of transit through the Strait
of Hormuz resuming.” — Skylar Montgomery Koning, BBG macro
strategist.

“In yet another example of where stocks are headed once the Iran conflict is
over, a suspension of attacks over the weekend has pushed crude oil prices
lower, and interest rates are following,” said veteran strategist Louis
Navellier. “That implies further equity upside when the conflict is fully
over.”

“I expect a volatile week with the Fed, tech results, and a bunch of
European inflation data coming out,” said Andrea Gabellone at KBC
Securities. “Moreover, the Iran situation is still very fragile. For now, the
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President said that ‘all options are still open,’ so it will be difficult to put
risk back on the table.”

“This is a week with more than its fair share of potential surprises, good and
bad,” said Chris Larkin at E*Trade from Morgan Stanley. “Geopolitics and
oil prices may be the biggest wild cards, but a bullish response to strong
Magnificent Seven earnings isn’t a given, especially if AI spending levels
continue to raise eyebrows.”

“There is a complex relationship between earnings releases and markets,”
said Daniel Murray, deputy chief investment officer at EFG Asset
Management. “If results are good but the response is anemic, that will be
informative in terms of the underlying market tone and investor sentiment.”

“We know that Warsh does not want to provide the market with forward
guidance, which is fine,” said Mark Cabana, head of US rates strategy at
Bank of America. “But then the market has greater ability to price the
outcome that it thinks the Fed should do, or price an outcome that perhaps
will force the Fed to consider hiking.”

“We’re in a period where people are inclined to sell off on capex, and
Microsoft and Meta and Amazon are all holding hands with Alphabet and
jumping in to spend,” said Willy Lee, principal at venture firm Neostellar
Capital. “We’re going to see scrutiny on all parts of their businesses as they
keep spending.”

“There’s just a lot of uncertainty about what is happening with Chinese
companies,” Thomas Martin, senior portfolio manager and partner at
Globalt Investments, told CNBC. “You have a lot of competition and
technological advancement ... in product markets that are very tight.”
Additionally, traders are reshuffling their investments amid signs of “air
being let out” of the artificial intelligence bubble, particularly as stocks
remain off their record highs hit in late June, according to Martin. “There’s
just this tremendous uncertainty in technology land,” Martin added.
“There’s a lot of uncertainty among investors as to where this shakes out
and whether they want to reposition some of their money.”

“I would classify a rotation as fundamentally driven — there’s a



fundamental reason for people to sell one cohort of stocks and buy another
— as opposed to a positioning unwind,” Jonathan Krinsky, chief market
technician at BTIG LLC, said by phone. The drifting market action in recent
weeks is “more of an unwind than a rotation.”

A deeper look at Monday’s stock and sector breakdown, including renewed
semiconductor weakness but strength in other areas with broad
participation beneath the surface.

A closer look at key company movers and corporate developments.

Updated technical charts across the SPX, Nasdaq, Russell 2000, and equal-
weighted SPX.

A review of market breadth and participation, including large individual
winners and losers, NYSE positive volume, EPFR flows, and the split
between market-cap-weighted weakness and equal-weighted strength.

A look at the rates and Fed backdrop, including Treasury yields, the 2-year
yield’s break above its downtrend line, the setup into Wednesday’s Fed
decision, and BoA’s Hartnett on the need for a Fed hike.

A look at volatility and market structure, including VIX, VVIX, 1-day VIX,
and Tier1Alpha on systematic positioning.

A review of cross-asset trends, including WTI crude, the dollar, gold,
copper, natural gas, and bitcoin.

MarketWatch on the SOX drawdown, Bloomberg on capex pressure and
sector divergence, Goldman’s Callahan on AT&T, a look at SpaceX
weakness, Sevens Report on sector dispersion, Goldman on hyperscaler
correlations, Deutsche Bank and Goldman on positioning, BoA on EPFR
flows, a look at Nvidia/SK/OpenAI developments, John Kemp and JPM’s
Natasha Kaneva on oil positioning, Deutsche Bank on oil valuation and
oil/rates volatility, CNBC/Goldman on gold sentiment, Yardeni on Dow
Theory, BoA/Hartnett on blue-collar semis and MAGS, BoA’s trading desk
on momentum, RenMac on core durable goods shipments, the updated
Atlanta Fed GDPNow, Goldman on core PCE inflation breadth, Atlanta
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Fed on business inflation expectations, AAII on inflation expectations,
SocGen’s Albert Edwards on ISM/EPS risk, BloombergNEF on data-
center electricity demand, BoA/Hartnett on Treasury supply, and Mark
Hulbert on active management.

A wrap-up on AI weakness, broader market resilience, the rates and oil
backdrop, the Iran conflict, and the near-term market setup.

A look ahead to Tuesday’s calendar, including US economic data, the Fed
blackout, Treasury auctions, SPX earnings, and ex-US highlights.
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Stock and sector breakdown (in part from Briefing.com):

While the SPX struggled to a flat finish, we still had 7 of 11 sectors in the green
with 3 up 1% or more. However Tech -1% was too much of a drag to overcome. Two
other sectors finished down at least 1%.

Semiconductor stocks remained under pressure throughout the session despite
improved sentiment surrounding Asian technology stocks overnight. The information
technology sector fell 1.0%, while the PHLX Semiconductor Index lost 2.2% as
weakness across memory and AI infrastructure names continued. NVIDIA (NVDA
196.53, -10.31, -4.98%) finished as the worst-performing "Magnificent Seven" stock,
reinforcing the group's outsized influence on the broader indices. Separately The
Information reported, citing sources familiar with the matter, that China had begun
developing deep ultraviolet lithography machines, which are used to build
semiconductors, driving down stocks even further. U.S.-listed shares of ASML, the
dominant player in the space, fell almost 6% on the back of the report.
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The weakness in semiconductors contrasted with strength elsewhere in
technology. Apple (AAPL 336.91, +3.89, +1.17%) climbed to another all-time high,
while software stocks significantly outperformed. The iShares Expanded Tech-
Software Sector ETF (IGV) gained 3.3%, with many of the day's best-performing
S&P 500 components coming from the software industry.

The communication services sector rose 1.5% as Alphabet (GOOG 326.57,
+7.48, +2.34%) rebounded from last week's post-earnings selloff.

The consumer staples (+1.6%) and financials (+1.0%) sectors also finished
among the market leaders.

Tesla (TSLA 309.22, -3.81, -1.22%), however, remained under pressure following
last week's earnings report, limiting gains in the consumer discretionary sector
(+0.8%) despite a strong showing from its oil- and rate-sensitive components.

Energy was the weakest-performing sector, falling 2.0% as crude oil prices
tumbled. Baker Hughes (BKR 60.59, +3.34, +5.83%), however, bucked the broader
sector weakness following a better-than-expected earnings report.
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The number of large SPX winners (>3%) came in at ~85 components, while
large losers just ~35.

[chart from finviz.com]
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And positive volume (intensity of buying in stocks positive on the day) was very
strong at 69.0% for the modest +0.45% index gain, the best reading in July.

Some other corporate news from BBG:
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Nvidia Corp.’s partnership with SK Group unveiled late Friday means the
companies will be doing more than $500 billion in business with each other, it
said. The firm is also in talks to backstop as much as $250 billion to help
OpenAI lease computing power from a US data center project.

Nvidia has committed to invest $5 billion in Ilya Sutskever’s Safe
Superintelligence Inc., according to people familiar with the matter.

Paramount Skydance Corp. Chief Executive Officer David Ellison said he’s
“highly confident” in a planned $110 billion takeover of Warner Bros.
Discovery Inc. despite legal challenges.

Jersey Mike’s Subs Inc.’s initial public offering has attracted investor demand
for more than 10 times the available shares ahead of pricing on Wednesday,
according to people familiar with the matter.

Sarepta Therapeutics Inc. appointed former AbbVie Inc. executive Michael
Severino its new chief executive officer, tapping the long-time pharmaceutical
executive to lead the company as it seeks to recover from a period of clashes
with US regulators.

CXMT Corp. surged 466% in its Shanghai trading debut to become China’s
largest onshore-listed company, as investors piled into one of the country’s
biggest AI champions.

Note on all charts the colored lines are moving averages (the average price over
the lookback period (days on the daily charts, weeks on the weekly charts)):
20 = green
50 = purple
100 = blue
200 = brown

Exception is monthly charts where blue is 10-month moving average and brown
is 20-month moving average.

MACD = Moving average convergence/divergence line, a measure of momentum
that compares longer term and shorter term momentum to gauge if a move is
strengthening or weakening. This is probably my favorite individual indicator
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(it’s also the favorite of Katie Stockton, a very fine technician).

RSI = Relative Strength Index (basically what it sounds like) = measures the
strength of the move comparing gains to losses over the given lookback window
(I use the standard 14 periods).

Turning to the charts, the SPX tried to rally but failed at its 50-DMA. Daily
MACD remains negative, and the RSI under 50. I said a week ago, “all not great.”

Nasdaq made it all the way down to its 100-DMA, the lowest close since April. Its
daily MACD and RSI are even weaker (with the MACD giving a “go short” signal).
A hold at the 100-DMA would be nice, but I’m not counting on it.
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The Russell 2000 (RUT) continues to hold its 50-DMA, although also can’t get
back over its 20-DMA. The daily MACD remains in a “sell longs” reading, while its
RSI remains around 50.
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The equal-weighted SPX in contrast edged to a new all-time closing high. The
daily MACD remains negative but is trying to turn higher, but RSI is now over 60.

https://neilsethi.substack.com/i/208478223?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F0541b6a0-05aa-4feb-a08c-11e5db5b3f66_1388x1030.png


Yields eased marginally across the curve for a second day. Two-year Treasury
yields edged back to 4.32%, down three basis points from Thursday’s close, the
highest since February of last year and remaining over the nearly three year
downtrend line. The Fed Wednesday will have a lot to say about whether it stays
above.

They are ~69 basis points above the Effective Fed Funds rate (red line), continuing to
call loudly for rate hikes. See the rates section in the Week Ahead for my thoughts on
these levels.
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10-year yields eased back to 4.65%, down five basis points from Thursday’s close,
the highest since January 2025.
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30-year yields down to 5.13% after having not breached the May highs (which
were the highest since 2007).
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The VIX little changed at 18.7, in the middle of its “normal” range post-GFC,
consistent w/~1.17% average daily moves in the SPX over the next 30 days.
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The VVIX (VIX of the VIX) also little changed at 100.9.

The current level is consistent with “moderately elevated” daily moves in the VIX
over the next 30 days (historically, normal is 80-100, but we’ve been above 90 most
of the time since July ‘24). Above 100 is the level flagged by Charlie McElligott as
indicating higher stress.

1-day VIX also eased back but remained elevated ahead of a day with no major
catalysts at 13.1. The reading is consistent with a move of 0.82% in the SPX next
session.
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WTI down -7.7%, its worst day since early April, now down -9% from
Thursday’s close.
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Figure14:Thepremiuminthefrontmonthcontractrelativetothat6months
outhasjumpedbutremainsbelowtheMarchpeaks...
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The DXY dollar index (which is fixed weighted with a heavy (57%) vs the euro)
up for the 7th session in 8 to just below the highs of the year.

The daily MACD has crossed to “go long” positioning but is improving and the RSI
is over 60, “so the momentum is building” as I noted a week ago.

Gold futures (/GC) continue to struggle to cross the downtrend line from the
March highs. As I’ve mentioned for two weeks “the technicals remain much better
than the price action.”
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US copper futures (/HG) up for a second session as they look to recover from
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Thursday’s big drop. They remain above all the major moving averages and the
technicals are supportive, but taking a step back they haven’t gone anywhere since
mid-May.

US natural gas futures (/NG) I had noted last week were trying to “carve out a
bottom” trading sideways for ten sessions, but that ended Monday as they fell
out of that pattern to the lowest close since early May. As mentioned previously,
no real support anywhere until way down at the $2.50 level. The daily MACD and
RSI continue to say the trend is lower.
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Bitcoin futures continue to do a lot of nothing, ending at the same levels they
were at in early June. As I mentioned two weeks ago, “the daily technicals continue
to look better than the price action, so maybe there’s a chance?” “So far that hasn’t
translated into more than a modest move higher.
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Other stuff:
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Yardeni:DowTheoryremainsbullish.TheDowJonesIndustrials
AverageandtheDowJonesTransportationAverageremaininrecord-
highterritory.

TheS&P500Industrialssector(whichincludestheTransportation
industries)isup17.3%ytd,secondonlytoS&P500Energyamongall
sectors.TheTransportationcompositeisatarecordhighdespitehigh
fuelprices(chart).
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TheQ2realGDPtrackerfromtheAtlantaFedslipped-0.10%to
+1.58%asofJuly27th,withthedeclinedrivenbyapullbackinthe
contributionfrominventories(-0.28%from-0.15%).

Thereadingremainswellbelowthebluechipconsensus*of~+2.05%.

Here'sthebreakdownofthecomponentsasofJuly27thandchanges
frommylastupdateJuly17th:

Consumption=+1.67%(0.00%)

Nonresidentialfixedinvestment(bizspending)=+1.16%(+0.03%)

Gov't=+0.31%(0.00%)

Residentialinvestment=+0.07%(0.00%)

Inventories=-0.28%(-0.13%)

Netexports=-1.35%(0.00%)

GDPNowForecast:+1.58%(-0.10%)

*Thetop(bottom)10averageforecastisanaverageofthehighest
(lowest)10forecastsintheBlueChipsurvey.

**asaremindertheirQ1estimatecamein-0.75%toolowvsthefirst

estimateaftertheirQ4estimatecamein+1.5%toohigh(bothdue
mostlytonotadjustingfederalspendingappropriatelyforthe
shutdown),whileQ3waseighttenthslow,butwasalongwithGoldman's
theclosestofthetrackersforthatquarter.Q2cameinjustatenthlow
(andrightinlineinQ3&Q4'24,andatenthoffforQ2'24),butwas
-1.2%toolowforQ125)

4
AtlantaFed

GDPNowestimate
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Sources:BlueChipEconomicIndicatorsandBlueChipFinancialForecasts
Note:Thetop(bottom)10averageforecastisanaverageofthehighest(lowest)10forecastsintheBlueChipsurvey.
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BoA(Hartnett):comingbondsupply(USgovernmentstillrunning$2T
deficit,paying$1Tininterestperannumdespite$250Boftariffrevenue
past12months)andequitysupply(freecashflownegativecorps=less
stockbuybacks)explainwhy"gold&bitcoinbasingin'26,andMainSt
plays(BKX)outperformWallStplays(XBD&PSP)inH2'2020s."

USfiscalmathpointstoheavyTreasurysupply
BofA'sHartnett:a$2tndeficitand$itninterestbillmeanmorebondsupplyahead
USDTRILLIONS

$7.5tn

$5.6tn
Deficit/

financinggap:

$1.9tn

FEDERAL
REVENUES
(FY2026)

SPENDING
(FY2026)

Annualinterest
expense:

$1.0tn
Amajorcontributorto
ongoingborrowingneeds

Tariffrevenue:$0.4tn
Helpful,butnotenough
toclosethegap

Persistentdeficits+highinterestcosts=
continuedTreasurysupply

Source:BofAGlobalResearch SethiAssociates.com
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Link to X posts - Neil Sethi (@neilsethinew) / X for full posts/access to charts.
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As noted in this week’s Week Ahead, we continue to see the “on again, off again”
nature of the AI-trade, which recently has been mostly “off again” with some
new spending concern (today the Nvidia/OpenAI data center financing) and
competitive concern (today China’s forays into memory chips and ultraviolet
lithography machines) seeming to pop up daily. That said we also continue to see
strength elsewhere offsetting that as also mentioned.

That balance is important to keep us above the key support trigger levels
covered in the Week Ahead, and a flat day is a definite positive in terms of volatility
lookbacks.

We get another day with no traditional market moving events on the calendar
before things dial up considerably Wednesday and Thursday. So I wouldn’t be
surprised to see a continuation of today’s action. Nor would I be surprised to see the
dip buyers jump back in to the AI trade, but that seems less likely with four
hyperscalers due to report later this week.

And for now the Iran conflict seems to remain contained, but as I mentioned last
week, the US force buildup that is occurring means this could very well be the calm
before the storm.

So, as I said Sunday:

overall, I remain broadly constructive on markets, but cautious in the near
term. Corrections happen, and there are a lot of reasons one could happen now:
investor caution over heavy capex spend and competitive concerns leading to
AI/Tech weakness which has outsized market impact given the heavy leverage,
thinner gamma support, less helpful systematic, corporate, and retail flows, a
more hawkish Fed and rising oil prices pushing rates to new highs, and still-
unsettled Middle East risk. At the same time, earnings continue to beat a very
high bar, and the story outside of Tech has been very favorable. As I said last
week, “it seems odd if earnings continue to beat that it would happen now, but as
I often say, you never know with these things.” That remains the case.

The Day Ahead

https://neilsethi.substack.com/p/the-week-ahead-72626


In US economic data, Tuesday brings us June trade balance and inventories, May
repeat home buyer indices, July consumer confidence from the Conference
Board, and the ADP weekly report.

We remain in the blackout period for the July meeting which starts Tuesday.

Treasury auctions will finish up their compressed schedule with 7-year notes.

Second quarter earnings continue apace with 44 SPX components reporting
Tuesday, including seven >$100bn in market cap (V, KO, KLAC, STX, BA, SPGI,
GLW in order of earnings weight).

Ex-US a light day with highlights UK shop inflation and a policy decision from
Chile.
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