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FED NOT EXPECTED TO RAISE RATES WED, BUT
QT COULD RESUME. MU P/E IS 5.3X NOW VS
12.6X IN NOV 2025... SELL-OFF IN BOTTLENECKS
SEEMS OVERDONE
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VIDEO: We would be surprised if the Fed hikes in the July meeting (Wed). 
There is a possibility the Fed might again resume QT, but this is something
Warsh discussed earlier this year.  As for the sell-off in AI bottlenecks, the fact
that Micron Technology $MU now trades at 5.3X P/E, vs 6.5X LT avg and 12.6X
in Nov 2025, tells us a lot of "risk" is priced in (duration: 5:05).
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The July Fed FOMC rate decision is Wednesday, and we do not expect any
surprises. That is, we do not expect the Fed to raise rates.

There are some market experts predicting a rate hike. Citadel's macro strategist
Frank Flight expects a hike. His rationale is that he sees a hawkish turn in voting
members and also as a way for the Fed to end the guidance era. Bond markets
are pricing in a 32% chance of a hike and prediction markets (polymarket.com) see
a 23% chance of a hike. So it would be a surprise.
Looking at FOMC voting member comments since the June meeting, there are 3
comments seeming hawkish and 2 dovish:

- Hawkish: Kashkari, Logan and Hammack

- Dovish: Williams and Jefferson
But the most important is Kevin Warsh. And in our view, his comments seem
neutral:

“We're going to look at our tools and the changing economy… and see whether we
need to adjust policy to take [inflation] head on.”
We believe the underlying drivers of inflation are weakening, evidenced by the
slowdown in shelter and the fact that 64% of CPI components are deflating from
their peak. So, we would be surprised that a Fed that values "data collection"
would take a somewhat superficial view that inflation pressures remain strong.
Granted, inflation is not back at 2% but the tariff effects and higher oil are distorting
these results.
For reference, below are the comments and the related dates.
HAWKISH 6/26 - Neel Kashkari: “Core inflation is moving sideways or ticking up
now… It is certainly possible [we have to raise rates]… but we need to see how
some of these other dynamics play out before I can give you any kind of certainty.”
7/13 - Christopher Waller: “I will need to see several months of lower readings to
feel that inflation is moving in the right direction… I think that is still a reasonable
outcome, and I would then continue to hold the policy rate at its current target
range.”
DOVISH 7/15 - John Williams: “Inflation is unquestionably too high… but there are
encouraging reasons to expect that inflation has peaked and should edge down in
coming quarters.”
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7/15 - Lisa Cook: “…should, in theory, result in only short-lived increases in
inflation. At this juncture, I see it as prudent to give a bit more time to observe how
inflation unfolds from here.”
7/15 - Kevin Warsh: “We're going to look at our tools and the changing economy…
and see whether we need to adjust policy to take [inflation] head on.”
HAWKISH 7/16 - Lorie Logan: “I currently believe modestly higher interest rates
would better balance the outlook and risks for the FOMC’s dual mandate goals.”
DOVISH 7/16 - Philip Jefferson: “[Our current] policy stance should continue to
support the labor market while allowing inflation to resume its decline… That said,
in a scenario where actual inflation does not start to cool down soon, I believe that
it could be appropriate to reconsider our current policy stance…”
HAWKISH 7/17 - Beth Hammack: “What I’m hearing from those conversations
[with business and community leaders] is that inflation isn’t coming from only one
source—it’s broad based.”
But the other possibility is the Fed could resume shrinking its balance sheet. 
- The current “run-off” rate is $0 per month

- This was as high as ~$100 billion at the peak pace in 2022.

- QT, or reducing the balance sheet, is effectively an interest rate hike, but without
embarking on a tightening policy
We are still in the heart of earnings season, and it has been a good one again. 

- 29% of cos reporting, this is the heaviest week

- 87% beating on EPS

- magnitude of beat is 8.5% of EPS

- $SPX 2Q26 EPS now $91 from $81 a month ago
We also believe the sell-off in "bottleneck" sectors remains in the late stages.
Again, groups like memory $DRAM and Korea $EWY and semis $SMH suffered
declines this week. And in fact, are making new cycle lows.
Micron Technology $MU is the most widely traded memory stock and is down 41%
from its highs. We previously wrote how this is analogous to $CSCO from 1994 to
2000 where we saw 2 corrections of more than 40%.
The P/E of MU arguably is now showing positive risk/reward:

- Micron now trades at 5.372X 2027 EPS, 
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- below the 10-year average of 6.524X, or a 1.2X turn discount

- P/E was 12.628X on Nov 10, 2025, or just 8 months ago
So, to us, while price momentum works in both directions, we think the valuation
for these stocks has corrected to levels of attractive risk/reward.
This week we receive a rate decision from the Fed on Wednesday and the June
PCE on Thursday:

- 7/27 Mon 8:30 AM ET: Jun P Durable Goods Orders MoM 0.3% vs 1.8%e

- 7/27 Mon 10:30 AM ET: Jul Dallas Fed Manuf. Activity Survey 1.3 vs 2.0e

- 7/28 Tue: The Agentic Economy Webinar w/ Sean Farrell & Jansen Teng

- 7/28 Tue 9:00 AM ET: May S&P Cotality CS 20-City MoM SA 0.15% vs 0.0%e

- 7/28 Tue 10:00 AM ET: Jul Conference Board Consumer Confidence 90.8 vs
92.4e

- 7/28 Tue 10:00 AM ET: Jul Richmond Fed Manufacturing Survey 5 vs 6e

- 7/29 Wed 2:00 PM ET: Jul FOMC Decision No Change Expected

- 7/30 Thu 8:30 AM ET: Jun Core PCE MoM 0.17%e

- 7/30 Thu 8:30 AM ET: 2Q A GDP QoQ 2.0%e

- 7/31 Fri 8:30 AM ET: 2Q ECI QoQ 0.8%e

- 7/31 Fri 10:00 AM ET: Jul F U. Mich. 1yr Inf Exp 4.3%e

BOTTOM LINE: Crypto, MAG7, Software, Small-caps lead since Iran War

We continue to see a 3-phase market in 2026. We believe we are still in this rising
phase, and our original aspirational target was 7,300. We are above this level
currently. We are not yet cautious, as we still see impressive market resilience, this
week being an example. While oil and rates are near highs, equities are still
managing to show resilience.

We continue to favor the following sectors:

MAG7 & Bitcoin & Ethereum $MAGS $IBIT $ETHA $SMH $DRAM
Industrials -> "bullet makers" $XLI
Financials: Large-cap and regional banks $XLF $KRE
Small-caps $IWM
Energy/Basic Materials $XLE $XLB
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Part I: 47 Large-cap Core Ideas: Updated list is below

Large-Cap Core Stock Ideas are large-cap stocks that appear in multiple of our
investment strategies.

Consider these stocks our top stock picks and thus, the higher quality ideas.

FLASH July 28, 2026

Page 6

https://cdn.fundstrat.com/wp-content/uploads/2026/07/image-366.png
https://cdn.fundstrat.com/wp-content/uploads/2026/07/image-367.png


Source: Fundstrat, Bloomberg

The Current Large-cap Core List as of 5/21/2026 is as follows:

Communication Services: $$ECHO, $$GOOGL, $$META, $$NFLX

Consumer Discretionary: $$AMZN, $$TJX, $$TSLA

Consumer Staples: $$COST, $$MNST, $$PM, $$WMT

Energy: $$OKE, $$TPL

Financials: $$AXP, $$BNY, $$GS, $$HOOD, $$JPM, $$PNC

Health Care: $$LLY, $$MRK, $$UNH

Industrials: $$CAT, $$DE, $$ETN, $$GE, $$GEV, $$NOC, $$PWR, $$TT, $$UNP

Information Technology: $$AAPL, $$AMD, $$ANET, $$AVGO, $$CDNS, $$KLAC,
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$$MSFT, $$MSTR, $$NOW, $$NVDA, $$ORCL, $$PLTR

Materials: $$APD, $$CF, $$PKG

Utilities: $$VST

Part II: 64 SMID Core Ideas: Updated list is below

SMID Core Ideas are small and mid-cap stocks that appear in multiple of our
investment strategies.

We believe SMID Core List could benefit from the multiple themes and secular
tailwinds.
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Fundstrat, Bloomberg

The Current SMID Core List as of 5/27/2026 is as follows:
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Communication Services: $$ECHO, $$RDDT, $$TIGO

Consumer Discretionary: $$DKS, $$DPZ, $$SGI, $$SN

Consumer Staples: $$BG, $$ELF

Energy: $$CCJ, $$DINO, $$DTM, $$UUUU, $$WFRD

Financials: $$ALLY, $$EWBC, $$GLXY, $$SOFI, $$WAL

Health Care: $$EXEL, $$HALO, $$NBIX, $$NTRA, $$UTHR

Industrials: $$AVAV, $$BE, $$BWXT, $$CRS, $$CW, $$DY, $$ENS, $$FIX, $$HII,
$$IESC, $$KTOS, $$MLI, $$MOD, $$NXT, $$QXO, $$RKLB, $$STRL, $$VMI,
$$WTS
Information Technology: $$CRDO, $$FN, $$FSLR, $$IONQ, $$LSCC, $$LITE,
$$MDB, $$NBIS, $$ON, $$P, $$PATH, $$RIOT, $$RMBS, $$SANM, $$TMI, $$ZETA,
$$ZM
Materials: $$ALB, $$MP, $$RGLD
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Key Incoming Data July:

7/1 9:45 AM ET: Jun F S&P Global Manufacturing PMI Tame
7/1 10:00 AM ET: Jun ISM Manufacturing PMI Tame
7/2 8:30 AM ET: Jun Non-Farm Payrolls Tame
7/2 10:00 AM ET: May F Durable Goods Orders Tame
7/6 9:45 AM ET: Jun F S&P Global Services PMI Tame
7/6 10:00 AM ET: Jun ISM Services PMI Tame
7/7 8:30 AM ET: May Trade Balance Tame
7/8 2:00 PM ET: Jun FOMC Meeting Minutes Dovish
7/9 10:00 AM ET: Jun Existing Home Sales Tame
7/14 6:00 AM ET: Jun Small Business Optimism Survey Tame
7/14 8:30 AM ET: Jun CPI Tame
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7/14 4:00 PM ET: May Net TIC Flows Tame
7/15 8:30 AM ET: Jun PPI Tame
7/15 8:30 AM ET: Jul Empire Manufacturing Survey Tame
7/15 2:00 PM ET: Fed Releases Beige Book Tame
7/16 8:30 AM ET: Jun Retail Sales Data Tame
7/16 8:30 AM ET: Jul Philly Fed Business Outlook Tame
7/16 10:00 AM ET: Jul NAHB Housing Market Index Tame
7/17 10:00 AM ET: Jul P U. Mich. Sentiment and Inflation Expectation Tame
7/23 8:30 AM ET: Jun Chicago Fed Nat Activity Index Tame
7/23 11:00 AM ET: Jul Kansas City Fed Manufacturing Survey Tame
7/24 9:45 AM ET: Jul P S&P Global Services PMI Tame
7/24 9:45 AM ET: Jul P S&P Global Manufacturing PMI Tame
7/24 10:00 AM ET: Jun New Home Sales Tame
7/27 8:30 AM ET: Jun P Durable Goods Orders Tame
7/27 10:30 AM ET: Jul Dallas Fed Manuf. Activity Survey Tame
7/28 9:00 AM ET: May S&P Cotality CS 20-City MoM SA Tame
7/28 10:00 AM ET: Jul Conference Board Consumer Confidence Tame
7/28 10:00 AM ET: Jul Richmond Fed Manufacturing Survey Tame
7/29 2:00 PM ET: Jul FOMC Decision
7/30 8:30 AM ET: 2Q A GDP
7/30 8:30 AM ET: Jun PCE Deflator
7/31 8:30 AM ET: 2Q Employment Cost Index
7/31 10:00 AM ET: Jul F U. Mich. Sentiment and Inflation Expectation

Economic Data Performance Tracker 2026:
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Economic Data Performance Tracker 2025:
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Economic Data Performance Tracker 2024:
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Economic Data Performance Tracker 2023:
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