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US equity indices started the Thursday session mixed, with the
S&P 500 little changed but the tech-heavy Nasdaq-100 index
down 0.7% as a poor reaction to memory makers Sandisk and
Western Digital discussed in last night’s update weighed on tech
shares.

Things would reverse after the open though with tech shares
cutting losses and/or moving into the green while other areas
deteriorated as renewed Middle East concerns pushed oil prices
higher, lifted inflation worries and Treasury yields, and added
pressure to the broader market.

Local media reports suggested Iran will seek to bar US and Israeli
ships from the Strait of Hormuz and require compensation from
hostile countries before they’re allowed to use it, while explosions
were reportedly heard near a tanker off Oman. Fars news agency
said Iranian naval forces had struck “hostile targets” at the
entrance to the strait. WTI rose nearly 3% and Brent climbed almost
4%, even as Iran and Oman were still said to be moving closer to a
temporary agreement to reopen the strait without fees or tolls.

At day’s end, the Dow Jones Industrial Average led to the
downside at -0.9%, while the S&P 500 slipped -0.2%, the Nasdaq
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Composite was nearly flat at -0.1%, and the Russell 2000 also
finished lower.

The economic data were mixed but generally pointed to
continued economic resilience:

Challenger announced job cuts fell to the lowest in two years
in July, with year-to-date cuts down 41% year-over-year, while
hiring plans jumped 47% to the best July since 2022.

Q2 productivity came in above expectations, helping pull unit
labor costs lower, although in part at the cost of labor as real
compensation fell by the most since 2022 and labor’s share of
output dropped to a record low.

Initial jobless claims were little changed, with the four-week
average falling to the lowest since October 2022, while
continuing claims edged higher but their four-week average
saw the largest year-over-year drop since December 2022.

Attention now turns to Friday’s jobs report. With stocks digesting
last week’s sharp rebound, oil back in focus, and Fed hike concerns
still tied closely to inflation risks, markets likely need a payrolls
number that is neither too hot nor too cold to keep the rally intact.
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Some market commentary:

“Until a more positive development in the Middle East is
confirmed, and ahead of tomorrow’s important US employment
data, markets have taken a wait-and-see stance,” said Karl
Steiner, head of analysis at SEB. “This is reflected in the stock
market development, a fairly unchanged oil price and small
movements in the US 10-year Treasury yield.”

“Today still feels like a wait-and-see session from a macro
perspective. Tomorrow’s payrolls report feels binary: a second
weak print would strengthen the dovish case, while a strong
number would point to the June figures as an anomaly and pull
forward expectations for the next hike. —Skylar Montgomery
Koning, macro strategist.

“Friday’s jobs report is of greater importance for markets given
how fast this stock market has rallied over the past week, and
ultimately we will need to see a number that is not too hot and
not too cold in order for the market to keep grinding higher,”
said Clark Bellin at Bellwether Wealth. “The labor market is
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holding up well in the face of elevated interest rates and AI
productivity gains,” Bellin noted. “We are still seeing plenty of
companies hold onto their labor force even as AI investments
take hold.”

“Near-term risks remain, especially if US data stay firm, oil
prices keep inflation concerns alive, or markets continue to
price in a more hawkish Federal Reserve rate path,” said Ulrike
Hoffmann-Burchardi at UBS Chief Investment Office.

“The markets seem to be mostly taking a breather after an
active period of trading prompted by earnings results,” said JJ
Kinahan, Cboe’s head of retail expansion and alternative
investment products. “Better-than-expected profits and sales
don’t always pump stocks prices when coupled with soft
guidance.”
“Some profit-taking could also be in play,” he also said, noting
that both Sandisk and Western Digital have skyrocketed in the
last year. Over the past 12 months, Sandisk has soared 3,000%,
while Western Digital has surged more than 500%.

“Investors are beginning to be a bit more focused on the
underlying rather than headline narrative,” said Stephanie Niven,
a portfolio manager at Ninety One UK Ltd. “People are
beginning to look beyond the narrative of these businesses -
the multiple they’re willing to pay, the underlying free cash flow
dynamics and the predictability of those numbers coming
through.”

“Markets have seen plenty of false dawns throughout this
conflict, and while the detail is becoming more concrete,
attention is now shifting from whether an agreement can be
reached to what the final arrangements will look like, including
unresolved questions around whether Iran will eventually be
permitted to levy tolls on vessels using the Strait,” Deutsche
Bank strategist Jim Reid wrote.



“The market is transitioning from a rapid rebound to a
potentially sustainable intermediate-term advance, with
financials and cyclicals replacing AI and semiconductors as the
primary leaders,” wrote Craig Johnson, chief market technician
at Piper Sandler.

A deeper look at Thursday’s stock and sector breakdown,
including Technology’s stabilizing role despite memory
weakness, and pressure in software, Communication Services,
Industrials, Utilities, Real Estate, and Materials.

A look at key earnings and corporate reactions.

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.

A look at the rates and Fed backdrop, including the moves in 2-
year, 10-year, and 30-year Treasury yields, the FT on Fed Chair
Warsh’s plans for his communication approach and speeches
from Governor Cook and San Francisco Fed President Daly.

A look at volatility and market structure, including VIX, VVIX, 1-
day VIX, Daily Chartbook/ZeroHedge on record SPX call-option
buying, and Goldman on low implied correlations.

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

Tom Lee on the SPX setup, Tier1Alpha on vol-control selling,
Freddie Mac on mortgage rates, and the Atlanta Fed’s updated
GDPNow tracker.

A wrap-up on the AI trade remaining paused, the market’s
digestion ahead of the jobs report, Iran/oil risk, long-end yields,
positioning, and the near-term setup.

In today’s Markets Update:



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

A preview of Friday’s jobs report, including Bloomberg
consensus, JPM’s Feroli, Bank of America Institute, and Goldman
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Stock and sector breakdown (in part from Briefing.com):

Despite being just mildly lower, SPX just 3 of 11 sectors higher, and
only one was up more than 0.2% in Energy (+1.6%). Helping was the
ultra-heavyweight Tech sector (nearly 40% of market cap) on the
green side even if only +0.1%, and no sector down more than -0.9%.

Technology provided a stabilizing influence after opening the session
under pressure, even as Sandisk (SNDK 1258.58, -91.92, -6.81%) and
Western Digital (WDC 451.52, -67.65, -13.03%) ended lower. Still
that was well above their worst levels. Sandisk delivered strong
quarterly results, though its guidance disappointed investors, while
Western Digital appeared to face some profit-taking after its recent
rally as investors looked for a more robust report. The recovery in both
memory names helped spark an early rebound across the broader
semiconductor group. The PHLX Semiconductor Index climbed more
than 1.0% before surrendering most of that advance to finish just
0.3% higher. Gains were relatively modest but consistent across much
of the group, with Advanced Micro Devices (AMD 489.28, +7.23,
+1.50%) reclaiming a portion of its post-earnings decline.



The information technology sector (+0.1%) finished as one of just
three S&P 500 sectors in positive territory. Software remained a
weak spot within the sector. AppLovin (APP 335.67, -82.13, -19.66%)
plunged after reporting in-line earnings and weaker-than-expected
revenue, while Datadog (DDOG 229.29, -53.88, -19.03%) sold off as
investors focused on a slowdown in sequential growth. Those declines
weighed on the iShares GS Software ETF (IGV 99.46, -1.86, -1.83%),
though continued strength in Microsoft (MSFT 499.86, +12.40, +2.54%)
helped offset some of the weakness.

The early rebound in technology took some momentum away from
the broader market, which had initially benefited from strength
across more defensive and cyclical areas. The increase in oil prices
that pushed Treasury yields higher, contributed to a less supportive
backdrop for stocks throughout the remainder of the session.

The health care sector (+0.1%) eked out a modest gain shortly before
the close, joining energy and information technology as the only
sectors to finish higher.

Meanwhile, the communication services sector (-0.7%) ranked
among the day’s weakest performers. Alphabet (GOOG 356.62, -3.51,
-0.97%) remained under pressure following reports yesterday that
several high-profile AI leaders are leaving the company. Bloomberg also
reported that the company is preparing to raise approximately $25
billion through a bond offering. The Trade Desk (TTD 17.67, -1.29,
-6.80%) added to the sector’s weakness ahead of its earnings report
after the close.

The industrials sector (-0.8%) also lagged as Honeywell (HON 240.74,
-7.38, -2.97%) and Axon (AXON 522.46, -87.03, -14.28%) suffered sharp
post-earnings declines. The group faced additional pressure from oil-
sensitive airline and trucking names as crude prices climbed.



Elsewhere, the materials sector (-0.9%) pulled back following its
strong start to the week, while the utilities (-0.9%) and real estate
(-1.0%) sectors continued to underperform.

[Note % changes may differ from chart as chart uses futures.}

And the number of large SPX winners (up over 3%) dropped for a
second day to ~25 from ~30 Wednesday and ~110 Tuesday, while
large losers (down over 3%) edged up to ~45 from ~40 and 12.

[chart from finviz.com]
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Biggest after-hours movers from CNBC:

https://neilsethi.substack.com/i/210007077?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2F84595789-2822-460c-b14e-86654cdd9959_1335x782.png
https://neilsethi.substack.com/i/210007077?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Ff1a54884-b21e-42b7-9ac8-8e8963399df7_655x1789.png


https://neilsethi.substack.com/i/210007077?img=https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Ff1a54884-b21e-42b7-9ac8-8e8963399df7_655x1789.png


Some other corporate news from BBG:

Alphabet Inc. is set to raise $25 billion from a bond sale after
generous yield payouts helped secure one of the year’s largest
order books for AI-related debt.

President Donald Trump has signed an order imposing tariffs on
imported polysilicon used in semiconductors and solar panels in a
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bid to reduce US reliance on foreign supplies that threatens
national security.

Peloton Interactive Inc. gave a revenue forecast for the fiscal 2027
year that disappointed investors, marking the latest setback for the
fitness technology company.

Sweetgreen Inc. cut its annual outlook after warning that diners are
eating less fresh prepared foods following the cyclospora
outbreak.

Airbnb Inc. boosted its annual revenue forecast for a second time
this year after it saw robust global travel demand, particularly in
the US and Europe.

Lyft Inc. posted second-quarter bookings that beat expectations,
citing growing demand for premium rides and strength in the
European business it acquired last year.

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

https://www.bloomberg.com/news/articles/2026-08-06/peloton-gives-disappointing-outlook-in-setback-to-comeback-bid
https://www.bloomberg.com/news/articles/2026-08-06/sweetgreen-cuts-outlook-on-parasite-induced-demand-drop
https://www.bloomberg.com/news/articles/2026-08-06/airbnb-lifts-2026-outlook-again-on-robust-us-european-travel
https://www.bloomberg.com/news/articles/2026-08-06/lyft-delivers-bookings-beat-with-premium-rides-european-demand


the given lookback window (I use the standard 14 periods).

Turning to the charts, the SPX eased back for a second session from
all-time highs. The daily MACD remains very positive, and the RSI is just
off a 2-month high, so as I said Monday “some momentum behind it.”
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Nasdaq a similar story but hasn’t yet gotten to its all-time high.
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The Russell 2000 (RUT) similar to the SPX.
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The equal-weighted SPX same story.
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Yields rose across the curve Thursday:

Two-year Treasury yields, which had been down for eight of the prior
nine sessions, jumped 6 basis points, the most in nearly a month to
4.25%. They are still down 17 basis points from last Thursday’s close,
which was the highest since February of last year, but back over the
nearly three year downtrend line that they’ve been over for the most
part for nearly three weeks.

They are ~59 basis points above the Effective Fed Funds rate (red line),
continuing to call for rate hikes.
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10-year yields also up 6 basis points to 4.68%, now just four basis
points from the highest close since January 2025 on Friday.
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30-year yields also up six basis points to 5.22% also just four basis
points from the highest level since 2007 on Friday.
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Another “spot down, vol down” day as the VIX edged back to 15.2.

The indicator remains in its “normal” range post-GFC, consistent with
~0.95% average daily moves in the SPX over the next 30 days.
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The VVIX (VIX of the VIX) also eased to 88.7

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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And the 1-day VIX though moved up to 12.6. The reading is consistent
with a move of 0.77% in the SPX next session.

WTI pushed off its 200-DMA. While technicals are secondary here, as I
noted Tuesday the daily MACD has crossed over to a “sell longs”
reading and the RSI is under 50.
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The DXY dollar index (which is fixed weighted with a heavy (57%)
weighting vs the euro) moved higher trading sideways for a fourth
session around its 100-DMA.

The daily MACD as noted a week ago has flipped to quite negative
while the RSI is at 40. As I said then, clearly consolidating, but too early
to call it a downtrend. But if it resumes it’s decline, that might be
enough for me.
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Gold futures (/GC) started higher but gave that up to finish modestly
lower, disappointing after it finally extended after Wednesday
crossing the downtrend line from the March highs. Still has a good
technical setup also with positive daily MACD and RSI.
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US copper futures (/HG) like gold started higher and gave that back to
finish mildly lower. It continues to have “supportive technicals,” with
positive daily MACD and the RSI at a nearly 3-month high.
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US natural gas futures (/NG) fell to the lowest close since the bottom
in late April. The daily MACD and RSI remain negative.
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Bitcoin futures continue to trade in their range over the past month+,
also at the same levels they were at in early June. As I mentioned three
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. Clearing that downtrend line would
be notable though, and I’d be a buyer if that happens and they move
above the recent range.
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Other stuff:
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Link to X posts - Neil Sethi (@neilsethinew) / X for full posts/access to
charts.

As I wrote Sunday:

As mentioned in the Markets Updates this week, we saw the “on
again, off again” nature of the AI-trade, which spent much of July
“off” (leading to the worst month for one broad semiconductor index
since 2022 as noted in the Friday Markets Update), flip back to “on
again” Thursday and Friday.

Wrap-up
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I had mentioned all month that “we have seen pullbacks several
times previously in the AI trade over the past year, and they have
all resolved relatively quickly to the upside. It would be a
meaningful change in character if that did not happen this time as
well,” and last week said while we had seen one of the sharpest
pullbacks in the trade to date, it certainly wasn’t unprecedented (see
DB’s note in the Flows section), and the momentum/Tech may be
turning back up “on schedule.”

Given the weight of the components of that trade (semiconductors
are 19% of the SPX by market cap, with Tech over a third in total)
plus the leverage employed, (as noted by Tier1Alpha also in the
Flows section) it will make a big difference in where the market cap
indices go.

Of course, there are many other ways to play the market beyond
buying the SPX and throughout July we saw broad strength which
though seemed to fizzle out the last two days just as AI saw a
resurgence. Hopefully we are not returning to the “either/or” market
we saw at times earlier this year, but it all remains to be seen.

As mentioned Friday and in the Flows section, the deleveraging we
have seen puts us in a much better position from a positioning
standpoint than we were coming into the month, with BofA flipping
to a net positive base case for the upcoming week, and DB
becoming more constructive as well (in addition to JPM, Goldman,
etc., per posts this week and several that will be in the Monday note
(be sure to check the “Other Stuff” area tomorrow).

One thing we will need to keep an eye on is long-end yields. As I
mentioned Wednesday “until long-end yields stabilize, it will keep
pressure on the ‘elsewhere’ stocks.” Hopefully we see buyers come in
next week to at least stabilize rates.

And as I said Monday:



wouldn’t you know it, but we ticked just about every box. The AI
trade (after some early weakness) continued but we also got many
of the “elsewhere” stocks participating as well, helped by yields
stabilizing, which pushes us further away from systematic sell levels.

The one quibble is things might have been too good as a 1.5% move
is not going to help systematics re-engage. That said, as noted in
the Week Ahead, our most volatility sensitive systematic, vol-control,
already de-risked as DB noted, so that is less concerning that it
would be a couple of weeks ago.

But Wednesday I noted:

today the AI-trade (and broader growth complex for that matter)
turned “off again,” and there wasn’t enough support elsewhere to
keep things going. The growth rally was quite strong the prior four
sessions, so perhaps just a breather before it resumes. Could also
require a more prolonged consolidation, but I don’t think we’ve gone
far enough to really require that. Things haven’t gotten particularly
extended (the Nasdaq-100 RSI is just 55 for example), so I’m thinking
more a pause that might last through Friday morning with traders
not wanting to get ahead of the Employment Situation report. FWIW
that’s exactly what Fundstrat’s Mark Newton was looking for coming
into today’s session.

And that “pause that might last through Friday morning” continued
Thursday, not helped by the unfavorable headlines around Iran which
lifted crude prices and Treasury yields along with the poor reaction to
guidance from Sandisk and Western Digital.

Tomorrow though we get the monthly jobs report. Let’s see how that
comes out, and we’ll revisit the situation tomorrow night.

But, as I said Sunday:



I think I’m a little more constructive this week in large part due to the
cleaner positioning as well as still robust earnings growth which DB
notes is not fully reflected in equity prices. It seems investors are
back to being a little more comfortable with AI/Tech cash flows
coming around post AI-buildout, and discretionary buybacks are
returning, although retail flows remain subdued.

While gamma looks to start the week relatively low, that means there
is room for larger moves in both directions, and a deal with Iran as
anticipated by President Trump, if it happens, may mean that large
move is to the upside.

After a packed week, we get to our marquee report of the week with
the July Employment Situation report (some previews are below). This
week, though, it’s not alone coming with the NY Fed’s consumer survey
and June consumer credit reports.

In terms of Fed speakers, just Richmond Fed President Barkin (not a
2026 FOMC voter) is on the calendar.

Q2 earnings season continues but a light day with just 3 SPX
components reporting with none >$100bn market cap.

Ex-US highlights are Japan household spending, German industrial
production and trade balance, Canada employment, France and China
trade balances, and Mexico CPI and PPI.

The Day Ahead
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NFP Previews:
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Goldman:

We estimate nonfarm payrolls rose by 75k in July, below
consensus of +80k and the three-month average of +111k. We
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estimate that private payrolls increased by 70k, slightly below
consensus of +83k.

We describe the factors we considered in our forecast in
greater detail below.

Arguing for a weaker report:

Big data. The alternative measures of employment growth
we track slowed modestly from their prior month’s pace:
the indicators we track averaged +65k, compared to +79k
in June.

Exhibit 1: Alternative Measures of Employment Growth
Slowed Modestly in July

Source: ADP, Homebase, Department of Commerce,
Bloomberg, Goldman Sachs Global Investment Research

A recent pattern of weak July employment reports. In
each of the last three years, July payroll growth slowed
from its previously stated three-month average (by an
average of -66k) and missed consensus expectations (by
an average of -35k). Those reports have also been paired
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with negative revisions to job growth for prior months,
with job growth for the prior two months being revised
down by an average of 112k.

Arguing for a stronger report:

World Cup hiring. Data from Homebase suggests that
employment grew more quickly in World Cup host cities
between the June and July reference weeks. That same
data suggests that the World Cup boost began to unwind
shortly after the July reference period. Our historical
analysis suggests that the World Cup could boost payroll
growth by 10k in July, and that its impact should be
concentrated in the leisure and hospitality, professional
and business services, and trade and transportation
sectors.

Exhibit 2: Data from Homebase Suggests That World
Cup Hiring Could Further Boost Payrolls in July

Source: Homebase, Department of Labor, Goldman Sachs
Global Investment Research

Layoffs. Initial jobless claims averaged 210k in the July
payroll month, down from 224k in June. The JOLTS layoff
rate was unchanged at 1.1% in June. Announced layoffs
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reported by Challenger, Gray & Christmas declined by 12k
to 33k in July (NSA), the lowest reading since July 2024.

Government hiring. Our forecast incorporates an assumed
5k increase in government payrolls. After declining for
most of the last year and a half, government payrolls have
increased by an average of 12.5k/month over the last four
months, and government job openings—as measured by
both the official data from the JOLTS report and
alternative data such as Indeed—have rebounded in recent
months.

Exhibit 3: Job Openings in Washington DC Have
Rebounded Over the Last Couple of Months

Source: Indeed Hiring Lab

Mixed/neutral factors:

Job availability. Averaging across the measures of job
openings from JOLTS, Indeed, and LinkUp, we estimate
that job openings were roughly unchanged in June, and the
measures from Indeed and LinkUp were stable in July
(Exhibit 4). The Conference Board labor differential—the
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difference between the percentage of respondents saying
jobs are plentiful and those saying jobs are hard to get—
edged down by 0.7pt to +3.1 in July.

Exhibit 4: Job Openings Have Been Roughly Unchanged
in Recent Months

Source: Department of Labor, Indeed Hiring Lab, LinkUp,
Goldman Sachs Global Investment Research

Employer surveys. The employment component of our
manufacturing survey tracker increased in July (+0.9pt to
51.9) while the employment component of our services
tracker declined (-0.7pt to 49.8). However, the signal from
survey data has been less useful—and at times misleading
—during the post-pandemic period and thus has little
bearing on our payrolls forecast.

We estimate average hourly earnings rose 0.3% month-over-
month in July, reflecting neutral calendar effects.

We estimate that the unemployment rate rebounded 0.1pp to
4.3% in July, above consensus of 4.2%, reflecting a stabilization
in continuing claims but potential upward pressure from
residual seasonality—the unrounded unemployment rate has

https://substackcdn.com/image/fetch/$s_!LZvW!,f_auto,q_auto:good,fl_progressive:steep/https%3A%2F%2Fsubstack-post-media.s3.amazonaws.com%2Fpublic%2Fimages%2Fac51cbf7-d863-4c33-a8b7-c763ffba3bd0_903x447.png


increased by 0.12pp on average in the last two Julys—and the
reversal of June’s large decline in participation that applied
modest downward pressure on the unemployment rate via
compositional effects (i.e., the June decline in participation was
concentrated on cohorts that have unemployment rates that
are slightly higher than the national average).

Exhibit 5: Continuing Claims Have Stopped Falling

Source: Department of Labor, Goldman Sachs Global
Investment Research

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