
Capital Markets Review, Outlook & Education
For the Quarter Ending June 30, 2026

DISCLAIMERS: Opinions and estimates offered constitute our judgment and are subject to change without notice, as are statements of financial market trends, which are based on current market conditions. We believe the 

information provided here is reliable, but do not warrant its accuracy or completeness. This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. The views and strategies described 

may not be suitable for all investors. This material has been prepared for informational purposes only, and is not intended to provide, and should not be relied on for investment, accounting, legal and tax advice. References to 

future returns are not promises or even estimates of actual returns a client portfolio may achieve. Any forecasts contained herein are for illustrative purposes only. 

The views expressed are those of Strategic Asset Alliance. They are subject to change at any time. These views do not necessarily reflect the opinions of any other firm. 
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Executive Summary – Page 1 (Capital Market Commentary – June 2026)
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The Fed Turned — From a Cut to a Hike

Kevin Warsh's first FOMC held the funds rate at 3.50%–3.75% by a 
unanimous 12–0 vote, but the projections turned. The median 2026 dot 
moved up to imply a hike — from one cut in March — and nine of 
eighteen officials now pencil at least one increase. Warsh declined to 
submit his own dot, a first for a Fed Chair. The statement was cut to 
about 130 words and dropped its easing bias; the 2026 inflation forecast 
was raised to 3.6% and growth trimmed to 2.2%. He also opened five 
task forces to review Fed operations, communications, data, and how 
inflation is measured.

Inflation Hit a 3-Year High — as Oil Rolled Over

May inflation ran at its hottest since 2023: CPI reached 4.2% and PCE 
4.1%, with core PCE at 3.4%. Energy did most of the work, as the Iran 
war held gasoline up through the month. The monthly detail pointed the 
other way — core CPI rose just 0.2%, half April's pace — and both 
readings predate June's drop in oil. Whether May was the peak is the 
open question for the back half of the year.

Two Ends, Two Stories

The two ends of the Treasury curve are pricing different outcomes. The 
long end rallied: the 30-year fell from its May high near 5.20% to about 
4.87%, and the 10-year dropped below 4.5% as oil retraced and inflation 
fears cooled. The front end did the opposite, with the 2-year reaching its 
highest since February 2025 on hike pricing. Bonds gained on the long-
end move — the Bloomberg Agg turned positive year-to-date at +0.6% 
— while the same repricing hit the mega-cap leaders hardest: the 
Nasdaq-100 dropped roughly 4% mid-month before recovering to end 
June flat, while the equal-weight S&P led equities at +2.4%.

The Iran Deal Was Signed — Then Frayed

The United States and Iran signed a memorandum of understanding on 
June 17 to end the war and reopen the Strait of Hormuz, and Brent fell 
to its lowest since early March. The truce did not hold cleanly: Iran said it 
re-closed the strait on June 20 over alleged Israeli violations, and on 
June 27 the U.S. Navy announced a widened transit route near Oman. 
Oil has retraced most of its war premium on the expectation of 
reopening — flows have not yet normalized. The de-escalation the 
market has priced is signed, not yet delivered.

Key Takeaways

1.  The Fed turned: Warsh's first meeting moved the projected 2026 path from a cut to a hike while holding rates and dropping forward 
guidance.
2.  Inflation hit a 3-year high just as oil rolled over and the Iran truce frayed; the long end and equities priced the shock fading even as the front 
end prices a hike.

Source: BLS, BEA, Federal Reserve, CME FedWatch, Bloomberg, WSJ, Financial Times.

The information contained herein has been obtained from sources believed to be reliable, but the accuracy of the information cannot be guaranteed.



Executive Summary – Page 2 (2026 Market Timeline — Realized vs. Expectations)
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Capital Market Commentary – YTD Through June 2026     |     Solid spine = confirmed events.  Shaded panel = scheduled, not yet known.

R E A L I Z E D   ·   J A N – J U N

End of June

Feb 20

SCOTUS voids IEEPA 
tariffs; 10% Section 122 
follows Feb 24.

Feb 28

US/Israel–Iran war 
begins; Strait of Hormuz 
closes.

Mar–Apr

Energy spike lifts CPI 
2.4%→3.8%; rate cuts 
priced out.

May

Warsh confirmed; 30-yr 
tops 5% (first since '07).

Jun 5–10

May jobs +172K; CPI 
4.2%, a 3-yr high.

Jun 16–17

Warsh's first FOMC: 12–
0 hold, dots flip to a 
hike; US–Iran MoU 
signed.

W A T C H  Z O N E   ·   J U L – Q 4

Jul 2 — June jobs report.

~Jul 15 — June CPI, the next inflation read.

~Jul 24 — Section 122 expires; Federal Circuit stay keeps 
collections running pending appeal.

Late Jul — Q2 GDP advance vs a ~2.5% nowcast; next 
FOMC and June PCE.

Jul 31 / Sep 29 — Section 232 sectoral tariffs (pharma) 
phase in.

Q3–Q4 — will the hard data confirm the soft 
resolution markets have priced, or refute it?

Key Takeaways
1.  The soft resolution is now half-proven: the Fed turned hawkish, inflation hit a 3-year high, and the Iran war produced a signed-but-fragile 
truce — yet the long end and equities still price the shock fading.
2.  The proof points cluster in July: the Section 122 expiry, the next FOMC, and the Q2 GDP advance are where “priced” meets “proven.”

Source: BLS, BEA, Federal Reserve, Atlanta Fed, St. Louis Fed, CME FedWatch, Bloomberg, WSJ, Financial Times.



REVIEW  ·  10-Year Historical Context As of 6/30/2026
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Key Metrics

Current 10Y YTW

4.44%
94th percentile (10-yr distribution)

Current 2s10s Slope

29 bp
vs. 41 bp 10-yr median

2s10s Slope by Period

Period Slope (bp)

Current 29

1 mo ago 44

3 mo ago 52

6 mo ago 70

12 mo ago 51

10-yr min -106

10-yr median 41

10-yr max 158

Key Takeaways
1.  Long end at decade highs — 10Y 94th, 30Y 97th percentile of trailing 10-yr range; reinvestment yields are stretched.

2.  2s10s at 29bp sits flatter than 10-yr median (41bp) — curve shape unremarkable despite long-end stress.

Source: Bloomberg, FRED, SAA  ·  Charts and percentiles use trailing 10-yr window (7/2016–6/2026)  ·  Full series anchors at 12/31/1999
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OUTLOOK
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Outlook - Inflation: Energy-Led, Not Broad
Headline inflation is a supply story; core tells a calmer one.

• Consumer prices rose 4.2% over the year to May 
— the fastest in three years. The Fed's preferred 
gauge (PCE) reached 4.1%.

• Energy did the work: up roughly 40% year-over-
year after the Iran war disrupted oil supply. 
Excluding food and energy, core CPI was 2.9%.

• The Fed lifted its year-end inflation projection to 
3.6%, from 2.7% in March.

What it means for the investment portfolio:  This is mostly 
an oil story. Take out food and energy and inflation is 2.9%, 
not 4.2% — the number to watch is that gap. Don't bet the 
portfolio on where oil goes next.

Year-over-year price change, May 2026
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Source: U.S. Bureau of Labor Statistics (CPI, incl. energy); U.S. Bureau of Economic Analysis (PCE); 
May 2026.
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Outlook - Fixed Income: Yields Up, Cushion Thin
Yields are the draw; spreads are the warning. Current levels are in the monthly yield & spread exhibit.

• Yields are higher across the board and the curve 
has returned to its normal upward slope — a 
better starting point for bond returns.

• But the extra yield corporate bonds pay over 
Treasuries — the “spread” — is unusually thin. 
High-yield sits near 2.75%, versus a 10-year 
average near 4%, at the 3rd percentile of the 
decade. Investors are paid little for credit risk.

• The AI build-out is now a bond story. The five 
largest technology companies spent over $400 
billion on data centers and equipment last year, 
and their own plans point to $700 billion or more 
this year — increasingly funded with new debt, a 
supply factor for the bond market to watch.

What it means for the investment portfolio:  High all-in 
yields are attractive; the pay for lower quality is not. Favor 
quality, keep duration near target, and treat long corporate 
bonds as the weakest risk/reward.

High-yield spread over Treasuries
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Source: ICE BofA indices via FRED (Federal Reserve Bank of St. Louis); high-yield spread as of 
6/30/2026.
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Outlook - Equities: Earnings Carried It, Breadth Didn't
Records through the quarter, a June pullback — and gains resting on few names.

• Stocks set records through the quarter, then 
pulled back in June. The market is up a little over 
10% for the year to date.

• The gains came from earnings, not from paying 
more per dollar of earnings: first-quarter profits 
grew about 29%. But roughly 40% of that growth 
came from a handful of AI-related companies.

• Leadership narrowed: only about one in six S&P 
500 companies outpaced the index — near the 
lowest in a decade. The ten largest companies 
now make up 38% of the index, roughly double 
their share at the start of any decade from 1985 
through 2015. Valuations match the 2021 peak.

What it means for the investment portfolio:  Maintain 
strategic equity targets and rebalance as markets dictate. 
With valuations full and gains concentrated, hold the target 
— don't chase the leaders.

~40%
of S&P 500 earnings growth came from AI-related 
companies

~1 in 6
S&P 500 companies outpaced the index — near a decade 
low

Sources: FactSet (earnings, Q1 2026); S&P Dow Jones Indices / Bloomberg (index breadth and top-
10 weights, as of 6/30/2026).
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Outlook - Growth & Stagflation: The Pairing Is the Story
Steady growth and sticky prices, at the same time.

• The economy grew 2.1% in the first quarter — 
about as expected — but the mix shifted. 
Business investment did the driving, contributing 
1.4 points of the 2.1%; consumer spending added 
0.4 points, well below its long-run pace.

• Inflation is running above target at the same time. 
That pairing — steady growth with sticky prices — 
is what a “soft landing” did not assume.

• Tariffs belong here: the dollar cost is small, but 
the uncertainty around trade policy weighs on 
investment and hiring in ways that are larger and 
harder to measure. AI and data-center spending is 
doing the offsetting — it is the reason business 
investment, not the consumer, is carrying growth.

What it means for the investment portfolio:  The soft 
landing assumed cooling prices; the data shows growth 
holding with inflation sticky. That combination is the 
environment you're allocating into — build to it, not a 
forecast.

Real GDP, annualized
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Source: U.S. Bureau of Economic Analysis (GDP, Q1 2026 third estimate, June 25, 2026); Federal 
Reserve Bank of Philadelphia, Survey of Professional Forecasters (“SPF”), Q2 2026 (May 15, 2026).
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APPENDIX — Sources & Data References
Complete audit trail for the Outlook section. Each exhibit carries a concise source line; this page documents publisher, series, and release date 
for every figure presented.

Publisher Series / Report Release / As-of Date Used On

Federal Reserve FOMC Statement & Summary of Economic Projections June 17, 2026 Rates; Volatility Watch

U.S. Bureau of Labor Statistics Consumer Price Index, May 2026 (USDL-26-0824) Released June 10, 2026 Inflation; Volatility Watch

U.S. Bureau of Economic Analysis
Personal Income & Outlays, May 2026 (PCE price 
index)

Released June 25, 2026
Inflation; Growth & 
Stagflation

U.S. Bureau of Economic Analysis
Gross Domestic Product, Q1 2026 (Third Estimate); 
contributions per NIPA Table 1.5.2

Released June 25, 2026
Growth & Stagflation; 
Volatility Watch

Federal Reserve Bank of 
Philadelphia

Survey of Professional Forecasters, Q2 2026 (2026 real 
GDP, annual-average)

Released May 15, 2026 Growth & Stagflation

ICE BofA, via FRED (Federal 
Reserve Bank of St. Louis)

US High Yield Index Option-Adjusted Spread As of June 30, 2026
Fixed Income; Volatility 
Watch

FactSet
S&P 500 Q1 2026 earnings; earnings-growth 
composition

Q2 2026 Equities; Volatility Watch

S&P Dow Jones Indices / 
Bloomberg

S&P 500 index breadth; top-10 constituent weights As of June 30, 2026 Equities; Volatility Watch

Company filings & guidance (SEC 
10-K / 10-Q)

Hyperscaler capital expenditures — FY2025 actuals 
and 2026 company guidance

FY2025; 2026 guidance Fixed Income

All figures verified against the primary sources listed above prior to publication.

Strategic Asset Alliance   |   Appendix
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❖ A reviewer should not make investment decisions based solely upon this presentation.

❖ This information alone is not a substitute for or the same as a consultation with an investment adviser in a one-on-one context whereby all the facts of the 
reviewer’s situation can be considered in its entirety, and the investment adviser can provide individualized investment advice or a customized financial plan.  

❖ All time periods are the present and any charts are not projections of future returns

❖ Despite efforts to be accurate and current, this presentation may contain out-of-date information; Investment Adviser will not be under an obligation to 
advise the reviewer of any subsequent changes related to the topics discussed during this presentation.

❖ All investment strategies have the potential for loss. Investing involves risk including complete loss of principal amount invested.  Investment Adviser offers no 
guarantees or promises of success.

❖ Past performance is not a guide to the future performance of any investment, and that the performance results and historical information provided displayed 
herein may have been adversely or favorably impacted by events and economic conditions that will not prevail in the future. Therefore, it should not be 
inferred that these results are indicative of the future performance of any strategy, index, fund, manager or group of managers.

❖ The information contained herein has been obtained from sources believed to be reliable, but the accuracy of information cannot be guaranteed. Index 
benchmarks contained in this report are provided so that performance can be compared with the performance of well-known and widely recognized indices. 
Index results assume the re-investment of all dividends and interest. Moreover, the information provided is not intended to be, and should not be construed 
as, investment, legal or tax advice.

❖ Nothing contained herein should be construed as a recommendation or advice to purchase or sell any specific security or investment.

❖ We may use software tools that incorporate elements of artificial intelligence (“AI”), machine learning, natural language processing, or other forms of 
advanced automation in connection with our investment advisory services. These tools may be used to support research, extract data, identify data patterns, 
generate initial rough drafts, or help organize and evaluate information. Our use of these tools is intended to support our advisory process; however, the 
scope and impact of these tools varies by service, strategy, and client engagement. A.I. is never used to generate recommendations or any form of 
investment advice without SAA personnel supervision and review; and is never used to abdicate any of the firm’s fiduciary duties.

❖ Our advisory staff remain responsible for the advice we provide and for decisions made in connection with the services we provide. AI-enabled tools may 
produce outputs that require interpretation, validation, and professional judgment. We use internal controls designed to evaluate outputs before they are 
used in any client deliverables or investment decisions (if they are used at all).

❖ We do not represent that the use of AI tools, by itself, provides any particular level of sophistication or predictive capability, and we do not rely solely or have 
a great reliance on AI tools to make investment decisions or deliver investment advice. 

Important Disclosures
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