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As discussed in the morning update, US equity indices jumped at
the open Thursday,following the largest decline for the S&P 500
in six weeks Wednesday as discussed in last night’s update.

Indices were led by a rebound in Tech after Microsoft’s stronger-
than-expected results helped drive its best day since 2008,
while semiconductors surged for their best session since April
2025, both pushing the Technology sector to its strongest day
since April of last year as well.

With Tech in the driver’s seat, the Nasdaq Composite led the
advance, gaining +2.8% and snapping a six-day losing streak,
while the S&P 500 rose +1.6%, the Russell 2000 gained +1.4%,
and the Dow Jones Industrial Average added +1.2%.

That said, the advance was clearly led by a bounceback in the AI-
trade with Consumer Discretionary and Industrials shares also
seeing strong gains. But four sectors were down more than 1%,
led by Communication Services which was dragged lower by
Meta Technologies which finished down nearly 8% after its
disappointing forecast and raise to capex, underscoring the
market’s continued focus on whether AI spending is translating
into earnings and cash flow.

Quick Summary:
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Q2 GDP increased a weaker-than-expected +1.5%, but the result
was due to net trade and inventories with personal spending and
business investment pointing to underlying resilience [Note: GDP
report now updated with charts and Goldman analysis]. Weekly
jobless claims remained low, reinforcing the view that the labor
market is still not showing much stress.

Calmer Treasury yields after Wednesday’s post-Fed selloff also
aided risk sentiment, while oil prices pulled back some after the
prior day’s sharp jump as discussed in the subscriber section.

After the close, Apple shares fell sharply after earnings, down
roughly 8%, while Amazon surged nearly +10% after results,
leaving the market with another split read on megacap tech with
a lighter day on tap for economic data and earnings Friday (more
details in the subscriber section).

Some market commentary:
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“The Fed remains patient [and in] a wait-and-see mode, and will
continue to monitor how the economy evolves in the upcoming
months,” said Sameer Samana, head of global equities and real
assets at Wells Fargo Investment Institute. “This leaves the
September meeting ‘live’ as an opportunity for the Fed to act if
supported by the incoming data to appease rising inflation
pressures.”

Money markets are fully pricing in a Fed rate hike only by
December. Katharine Neiss, chief European economist at PGIM,
warned officials may be left with little choice but to begin
raising rates earlier. “That hawkish tilt is going to come in
September, with three sequential hikes,” Neiss told Bloomberg
TV. “Clearly there is a big risk here, because it’s got a whiff of
discretionary monetary policy which we know doesn’t work. The
markets could bully him into perhaps even a 50 basis-point
hike.”

“The earnings season is broadly good for US tech, but there’s
clearly a rotation ongoing from chips to hyperscalers,” said
Claudia Panseri, chief investment officer at UBS Wealth
Management in France. “Semiconductor stocks, even if they
beat expectations, rarely manage to rise.”

“We’ve seen the hyperscalers that have been wanting to spend
more, without backing up with profits, getting penalized,” said
Rory McPherson at Magnus Financial Discretionary
Management. “But then you have Microsoft, which isn’t spending
any more than it forecast and is growing its cloud business.
That’ll remain key, particularly for Amazon.”

“Investors want to hear that there’s some money left over in
cash” after companies’ massive spending on artificial
intelligence, said Ken Mahoney, president and chief executive
officer of Mahoney Asset Management, in an interview.
Investors were rewarding Microsoft’s “balanced approach,” he
said.



“We remain constructive on the AI growth story, but believe
investors should manage concentration risk by broadening their
exposure to defensive tech stocks,” said Ulrike Hoffmann-
Burchardi at UBS Chief Investment Office.

The recent equity weakness appears more consistent with a
reset in a market that had become overheated than a
breakdown in the primary trend, according to Keith Lerner at
Truist Advisory Services Inc. “The bull market remains intact,” he
said.

“Despite near-term volatility, the outlook for US equities remains
constructive, supported by strong corporate earnings, ongoing
AI adoption, a resilient economy, and favorable financial
conditions,” said Sameer Samana at Wells Fargo Investment
Institute.

A deeper look at Thursday’s stock and sector breakdown,
including the Tech-led rebound, the return of the AI trade,
semiconductor strength, and Microsoft’s surge.

A closer look at key company movers and corporate
developments, including Apple and Amazon after the close,
Microsoft, Lam Research, Meta Platforms, Qualcomm,
Norwegian Cruise Line, Sandisk, Situational Awareness,
Qualcomm, Arm, Mastercard, Yum! Brands, Starbucks, Chipotle,
and Carvana.

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

A review of market breadth and participation, including weak
large individual winners and losers and Nasdaq 52-week highs
versus lows, and Nasdaq speculative trading activity.

A look at the rates and Fed backdrop, including the continued
twist in Treasury yields, Goldman on the Fed’s no-hike/no-
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guidance decision, Yardeni on Fed credibility and bond vigilantes,
John Authers on the Treasury-market reaction, Ed Harrison on
rate cuts and long-end yields, Goldman on inflation effects from
tariffs, the war, and AI measurement, and JPMorgan’s Market
Intelligence desk on rates and equities.

A look at volatility and market structure, including VIX, VVIX, and
1-day VIX.

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

HSBC’s Max Kettner on “Max bullish”, Vanda Research on retail
investor flows, the tick-up in New York Fed’s Corporate Bond
Market Distress Index, the Atlanta Fed GDPNow tracker, Goldman
on Q2 GDP and consumer spending.

A wrap-up on the AI rebound, Tech concentration, breadth
beneath the surface, the rates backdrop, volatility, and the near-
term market setup.

A look ahead to Friday’s calendar, including US economic data,
Fed speakers, SPX earnings, and ex-US highlights.

To receive new posts and support my work,
consider becoming a free or paid subscriber.

Paid subscribers get full access to the
Week Ahead, Markets Updates, and all

economic posts.
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Stock and sector breakdown (in part from Briefing.com):

While just 6 of 11 sectors were in the green at the top of that list was
ultra-heavyweight Tech at +5.2% (recovering the -4.7% loss the prior



three sessions), along with a +1.6% gain in Discretionary and +1% gain
in Industrials (both also large sectors) lifting the SPX to its gains. That
more than offset four sectors down over 1%, with two (Staples and
Comm Services) over 2%.

The impetus for the return to Technology was rooted in earnings
results and guidance from Microsoft (MSFT 451.10, +60.56, +15.51%)
and Lam Research (LRCX 297.72, +45.37, +17.98%), which won out over
all other corporate news. A CNBC report that hedge fund Situational
Awareness had finished liquidating its substantial book of public
investments heavily concentrated in the AI-trade also acted as a
catalyst for the rebound, as this news was viewed by some to be a
"clearing event."

Microsoft's move was far-reaching, impacting the Dow Jones Industrial
Average, Nasdaq 100, and S&P 500 information technology sector
(+5.2%) in a favorable light and providing a welcome distraction from
the disappointments out of Meta Platforms (META 539.03, -46.58,
-7.95%), Qualcomm (QCOM 151.54, -4.14, -2.66%), and Norwegian Cruise
Line (NCLH 18.72, -2.04, -9.81%), to name a few, and the ongoing clash
between the U.S. and Iran. The Philadelphia Semiconductor Index soared
8.2%.

Buying efforts began to broaden out in the afternoon trade, sending
the major indices to new session highs. The added lift was fueled by
resurgences for the industrials (+1.0%), financial (+0.6%), and energy
(+0.6%) sectors, all of which had been in negative territory earlier in the
day. The consumer discretionary sector (+1.6%) was the next best-
performing sector after information technology.

Conversely, the main pockets of weakness today were seen in the
communication services (-2.5%), consumer staples (-2.2%), health care
(-1.7%), and real estate (-1.2%) sectors.
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In that regard, the number of large SPX winners (up over 3%) jumped
but not as much as you might expect to ~70 components from ~40
Wednesday, well under the ~120 Tuesday and were fewer than large
losers (down over 3%) at ~95, down just marginally from the ~100
Wednesday and up from ~50 Tuesday.

Of that ~70 up 3% though 19 were up over 10% (the most we’ve seen
this year).
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[chart from finviz.com]
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And despite the big gain in the Nasdaq, there were still 52 more 52-
week lows than highs Thursday.

And as you might imagine speculation picked up on the Nasdaq with
the top three stocks by volume (all penny stocks) trading ~1.5B shares,
the most we’ve seen in weeks. Eight were over 100M.
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Some other corporate news from BBG:

Qualcomm Inc. Chief Executive Officer Cristiano Amon said
demand for smartphones remains strong, but the growing costs of
making the devices are keeping the market down.

Arm Holdings Plc showed signs of fast growth in its data-center
business, signaling its push into the hot segment is bearing fruit.

Mastercard Inc. reported a 21% profit surge as the company
benefited from its expansion beyond traditional payment-network
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services.

Yum! Brands Inc. said its Taco Bell business is starting to recover
from the cyclospora parasite outbreak linked to tainted lettuce that
crimped its sales.

Starbucks Corp. and Chipotle Mexican Grill Inc. raised their
guidance after stronger-than-expected quarters.

Carvana Co. said full-year earnings may fall short of expectations
as the used-car retailer’s growth slowed and per-car profit slipped
in the most recent quarter.

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 (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 bounced from the lowest close since
June 10th but just to the underside of the 50-DMA. Needs to get over

https://www.bloomberg.com/news/articles/2026-07-30/yum-reports-strong-taco-bell-sales-in-months-before-outbreak
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https://www.bloomberg.com/news/articles/2026-07-29/carvana-profit-outlook-trails-estimates-as-growth-loses-steam


that before we can at all get comfortable. Daily MACD remains
negative, and the RSI under 50.

Nasdaq got back over its 100-DMA from the lowest close since April
21st. Its daily MACD and RSI are also negative. Has a bit more room
before we start hitting resistance.
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The Russell 2000 (RUT) edged over its 50-DMA but needs to clear its
20-DMA and downtrend line from the highs. The daily MACD remains
in a “sell longs” reading, and its RSI under 50, so another bad chart now.
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The equal-weighted SPX which has been the star of the bunch for
most of July eased back another 0.2% although it was down much
more intra-session. The daily MACD remains more positive and the RSI
over 50 for now.
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Yields “twisted” again but just at the very long end with all but the 30-
year yield falling.

Two-year Treasury yields fell back for a fifth session to 4.25%, now
down ten basis points from Thursday’s close, the highest since February
of last year, but still over the nearly three year downtrend line.

They are ~56 basis points above the Effective Fed Funds rate (red line),
continuing to call for rate hikes.
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10-year yields eased to 4.67%, still just four basis points from
Thursday’s close, the highest since January 2025.
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30-year yields though edged up slightly to 5.22% the highest level
since 2007.
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The VIX fell sharply back down to 17.1, the lowest in a week from the
highest since June 10th Wednesday, in its “normal” range post-GFC,
consistent w/~1.07% average daily moves in the SPX over the next 30
days.
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The VVIX (VIX of the VIX) similarly dropped to 94.7, in its case from
the highest close since April 8th.

The current level is consistent with “moderate” 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.
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Even with Apple and Amazon earnings after the close, the 1-day VIX
fell back sharply as well to 14.1. The reading is still though consistent
with a move of 0.88% in the SPX next session.

WTI eased back less than a percent.
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The DXY dollar index (which is fixed weighted with a heavy (57%) vs
the euro) fell sharply for a second day (the largest two-day decline
since January when the Justice Department opened a criminal probe
into the Fed) almost down to the 100-DMA and trendline from the
January lows.

The daily MACD as noted Wednesday has flipped to negative while the
RSI is now under 40. I said Wednesday “still too early to call an end to
the uptrend,” but a break of those levels would make that call much
closer.
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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) continue to move in step with the AI trade
pushing higher with “relatively supportive technicals”, but overall in the
middle of their range since May.
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US natural gas futures (/NG) looked to stabilize for a second session
after falling out of their two-week range on Monday. The daily MACD
and RSI continue to say the trend is lower for now.
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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, and the technicals are now starting to roll over.
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Other stuff:

https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fed97d916-efd0-47d7-a187-92c275403671_1388x1030.png
https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F4c8d873f-7ca4-492f-90a3-3fea5f2f1a02_635x1186.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F4c8d873f-7ca4-492f-90a3-3fea5f2f1a02_635x1186.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F4c8d873f-7ca4-492f-90a3-3fea5f2f1a02_635x1186.png
https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F985ba618-5988-4eea-bd13-47d727506f34_641x1386.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F985ba618-5988-4eea-bd13-47d727506f34_641x1386.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F985ba618-5988-4eea-bd13-47d727506f34_641x1386.png
https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fcb0dc41b-15d6-4cd9-9422-56ade666495c_651x1050.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fcb0dc41b-15d6-4cd9-9422-56ade666495c_651x1050.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fcb0dc41b-15d6-4cd9-9422-56ade666495c_651x1050.png
https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F18ec2070-abda-4ed9-b4bb-0d231e996942_645x1426.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F18ec2070-abda-4ed9-b4bb-0d231e996942_645x1426.png


https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F18ec2070-abda-4ed9-b4bb-0d231e996942_645x1426.png
https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fb61955ac-d3dc-48c2-932a-2a6d75d6a620_641x494.png
https://neilsethi.substack.com/i/209053125?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F5069bb33-6713-4532-9ecf-f077159ecfb9_1166x512.jpeg


Link to X posts - Neil Sethi (@neilsethinew) / X for full posts/access to
charts.

As I wrote Monday:

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
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mostly “off again”.… 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.

Today while we continued to see the “off again” AI-trade (in a big way)
we didn’t get the “strength elsewhere” leading to our worst session in
six weeks. That takes us closer (and the Nasdaq further over)
systematic sell thresholds. In addition the higher volatility will see some
selling from volatility targeters.

And until longer duration yields stabilize, it will keep pressure on the
“elsewhere” stocks while we wait for the selling in AI names to run its
course which has now taken the Nasdaq-100 into correction territory.

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.

US economic data Friday gives us the Q2 Employment Cost Index, the
Fed’s preferred wage index, along with the final July UMich consumer

The Day Ahead



sentiment read.

The Fed policy speaking blackout is over at midnight, so we may hear
from some Fed members, particularly the three dissenters. If not expect
something from them by Monday.

Second quarter earnings will ease back (and we’re on the downslope
now for the quarter as a whole) with 15 SPX components reporting
Friday, including five >$100bn in market cap (XOM, ABBV, CVX, LIN,
ETN in order of earnings weight).

Ex-US highlights are the policy decision from the BoJ (Japan), Japan
(Tokyo) CPI, industrial production, and retail sales, EU CPI (and
constituents), Germany unemployment, Canada GDP, China official
PMIs.
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Link to X posts - Neil Sethi (@neilsethinew) / X for full posts/access to
charts.

To subscribe to these summaries, click below (it’s free!).
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