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WHAT’S NEW AT ARGUS?

	� Outlook for 2H26: How Long Can this Bull Market Go?
•	Jim Kelleher, Argus Director of Research
•	John Eade, Argus President
•	Chris Graja, CFA, Director of Economic Research

	� Argus Quick Notes
•	K-Shaped Economy Winners
•	Companies Raising Guidance

	� New Portfolio:  Argus Sustainable Impact Model Portfolio

	� New Coverage:  Space X

	� New Product launch:  Market Beat Daily Podcast
•	Check out Linked-In, Spotify
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MAJOR INDEX SECTOR

GLOBAL EQUITY MARKETS

MARKET PERFORMANCE
DATA AS OF JUNE 26, 2026

MARKET SECTOR DISTRIBUTION - PERCENT OF S&P 500
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ARTIFICIAL INTELLIGENCE TRENDS
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AI INNOVATION

New Products
§ Chips:  Blackwell, XPUs, EPYC

§ CapEx:  EUV lithography, HAMR technology

§ Software:  Agentic AI

New Markets
§ Data Centers

§ Unmanned Vehicles/Drones

§ Prediction Markets

§ Cryptocurrency

Disruptors
§ Increased value of data:  hyper-

personalization of shopping, data selling

§ Rewire the business model:  mobility, 
travel, leisure, restaurants

Better Processes
§ Financials:  Risk reduction, algo trading, 

compliance, client onboarding

§ Consumer:  Supply chain mgmt., customer 
service, in-store robots

§ Healthcare: Drug development, trial 
design, post-market analytics

§ Industrial:  Safety, predictive 
maintenance, quality control

Threats
§ Income inequality

§ Size, make-up of labor force

§ Demands on energy, resources

§ Cybersecurity
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INITIAL SCENARIOS FOR 2026

	� BASE CASE
•	GDP growth averages 1.9-2.0% in 2026, recession avoided
•	Core PCE falls toward 2.5% by year-end – last reading 2.9%
•	Fed cuts rates 1x, dollar stays strong
•	Corporate earnings rise low double-digits
•	Bull market continues as S&P 500 advances 5-10% for year, more in line with equal-weighted index

	� BULLISH CASE
•	GDP strengthens and EPS grows mid-teens, as sectors outside IT increasingly contribute
•	Trade wars settle down, global demand for long-term US Treasuries rekindles, and the benchmark 10-

year rate drifts into 3.75% range
•	Global markets continue rebound as geopolitical issues wind down
•	AI integrated further into economy, reducing market focus on IT bubble
•	Bull market continues as S&P 500 rises 15-20% on AI benefits

	� BEARISH CASE
•	AI momentum stalls
•	S&P 500 margin expansion trend reverses as expected AI benefits fail to deliver
•	New Fed Chairman pushes for lower rates despite low unemployment; dollar sells off
•	Bubble Watch:  Tech sector slides
•	Market endures pronounced correction phase, Bull Market of 2022 turns out to be average after all
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BETTER THAN EXPECTED

	 Earnings in Upward Direction
•	2Q EPS season starts this month:  20-25% growth fore-

cast
•	Companies typically top expectations
•	Last quarter: 29% growth, 84% of companies delivered 

positive surprises
•	Top-line growth forecast:  11%
•	Operating profit margin around 13.5%, in range of 9-14%
•	But change in composition of S&P 500 points toward higher 

margins going forward:  NVDA/MSFT vs. XOM/WMT

	 Key Sectors Contributing
•	Stock Prices may be high, but supported by real earnings 

power.
•	Tech sector is 38% of market, 30% of EPS and growing 

60% y/y
•	Industrials = double-digit growth
•	Financials, Communication Services = high-single-digit
•	Smaller sectors less relevant
•	Focus on the market drivers

S&P 500 EPS TRENDS :& ESTIMATES 
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WORSE THAN EXPECTED

	 Inflation Picking Up
•	War in Iran has lifted oil prices.
•	Higher energy costs trickling through economy 
•	CPI had been 2.5%, now 4.0%
•	PPI 6%
•	Will take time to repair infrastructure damaged in war
•	Will take time to get inflation back on downward track

	 Fed Expected Neutral in 2026
•	Kevin Warsh new head of Federal Reserve.
•	Appointed by President Trump. 
•	Neither trends in pricing or unemployment suggest a fed 

funds rate cut is needed.
•	We now think that Fed is on sideline in 2026
•	Can look to get back to rate-cut mode in summer 2027
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AS EXPECTED

	 Its All About the Consumer
•	Unemployment rate low at 4.3%, though up from 3.4%
•	4% - 4.5% unemployment is near “full,” non-inflationary rate
•	Jobless Claims of 200k are still below 300K recession flag
•	Immigration trends affecting labor force
•	Monthly payrolls of 50-100K needed for 4.2% unemploy-

ment

	 US Growth Expected to Continue
•	Positive 1:  Resilient Consumer
•	Positive 2: Investment into AI
•	Negatives:  Trade, Housing, Govt Spending
•	Expect War in Iran to end soon, oil prices come  

back down.
•	Keeping eye on dollar & global growth
•	Low risk of recession in US in 2026-2027

Chart 1
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Chart 1
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STOCKS: VALUATION & RISKS

	 Valuations Reasonable
•	Our most comprehensive valuation measure, our stock/bond 

model, slightly favors bonds but is within normal range.
•	It is true that S&P 500 P/E, P/S and P/B  multiples are 

above historical averages.
•	But these multiples reflect a change in the make-up of the 

S&P 500
•	Falling rates, inflation good for valuation
•	Risks: EPS fails to grow as expected, or rates rise

	 Bubble Risk?
•	VIX back below 20, after climbing to 30 on onset of War
•	20 is long-term average; sub-20 is consistent with bull market
•	Current fears:  Inflation, Fed, geopolitics
•	On valuation, we argue against a bubble
•	Current market unlike dot-com era, subprime mortgage period
•	Real earnings underpinning valuations
•	Better bubble comparison is 10-year T-bond during pandemic
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STOCKS: TRENDS & PATTERNS

	 2nd Year a Challenge for Stocks
•	The worst of the 4 years
•	Average gains near 3%
•	Honeymoon over; how was Year 1?
•	Mid-term elections often a challenge for incumbent party
•	Political/economic uncertainty

	 What to Expect in a Bull Market
•	14 since WWII, including current began 10/22
•	Average gain 164%
•	Average duration 57 months
•	Recent bull markets have been longer, more profitable
•	Bull drivers can be faster earnings growth, lower  

inflation/interest rates
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UPDATED SCENARIOS FOR 2026

	� BASE CASE
•	GDP growth averages 1.9-2.0% in 2026, recession avoided
•	Core PCE falls toward 2.5% by year-end – last reading 2.9%
•	Fed keeps rates steady, dollar stays strong
•	Corporate earnings rise mid-teens rate
•	Bull market continues as S&P 500 advances another 5-7% for year

	� BULLISH CASE
•	GDP strengthens and EPS grows high-teens, as sectors outside IT increasingly contribute
•	Trade wars settle down, global demand for long-term US Treasuries rekindles, and the benchmark 10-

year rate drifts into 4.00% range
•	Global markets continue rebound as geopolitical issues wind down
•	AI integrated further into economy, reducing market focus on IT bubble
•	Bull market continues as S&P 500 rises 20-25% on AI benefits

	� BEARISH CASE
•	AI momentum stalls
•	S&P 500 margin expansion trend reverses as expected AI benefits fail to deliver
•	Fed reacts too quickly to inflation increase, economy stalls
•	Bubble Watch:  Tech sector slides
•	Market endures pronounced correction phase, Bull Market of 2022 turns out to be average after all
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SEGMENTS & SECTORS

Segments
§ Large-caps favored for Growth, 

Financial Strength

§ Small-caps offer value, Equal Weight

§ Growth favored over Value on secular 
trends

§ Domestic (high IT weight)  favored over 
International, despite recent returns

Sectors

OVER-WEIGHT
IT, Industrials, Financials, Materials

UNDER-WEIGHT
Consumer Discretionary, Consumer Staples

MARKET-WEIGHT
Healthcare, Energy, Utilities,

Communication Services, Real Estate
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INVESTMENT THEMES

| CONSUMER RELIEF

| ROTATION INTO INCOME

| RECENT UPGRADES 

| AI BROADENS OUT

| ENERGY REALIGNMENT

| DIVIDEND GROWTH

| RAISING GUIDANCE
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