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THE AI DOWNSTREAM TRADE CONTINUES TO
STRENGTHEN, PARTICULARLY CRYPTO. WE
LOOK AT EQUITIES MOST HIGHLY CORRELATED
TO ETH AND BTC. WE ALSO STILL EXPECT S&P
500 7,900-8,000 BY MONTH-END
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VIDEO: The AI bottleneck story is stalling as data center opposition is now
resonating with voters.  This probably explains why crypto, particularly
Ethereum, has been notably outperforming gaining 46% since June 30th. 
Ethereum is a low energy network.  But the bigger story is that crypto adoption
is growing as Wall Street tokenizes and Agentic AI is another downstream
story.  We look at crypto equities correlated to the rise in #ETH and #BTC
(duration: 6:17).
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We continue to expect the S&P 500 to push higher into month end and we see S&P
500 reaching 7,900-8,000. But, we also recognize we are in the 'dog days of August'
so we should expect outsized move in stocks given fewer investors at their desks and
thus, lower volumes.

Equities continue to get buffeted by higher oil (now $89 with US launching an
economic war with Iran) and yields pushing higher (despite Treasury buying long-
end of bonds). Higher rates on the long-end are not a welcome development.
But are yields at a level that signal a larger problem?
The best answer may be to look at the BofA MOVE Index. This is a measure of
bond market volatility. At the moment, this is at 73.
Historically, 100 or higher is considered "crisis" and we have seen this level
exceeded multiple times in the past 6 years:

- COVID-era
- 2022-2023 inflation surge

- 2024 Presidential elections

- Early 2025 Tariff wars

- Feb to April 2026 Iran wars
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So the fact the MOVE index is muted at 73 tells me that we should not be pricing in
"downside risks" for equities. At least not until the MOVE and the VIX have made
larger moves. For VIX, we would view >20 as a warning shot.
The notable outperformer asset since June 30th has been crypto. Consider these
returns of top 6 assets:

- Ethereum #ETH +46%

- Bitcoin #BTC +21%

- Energy stocks $XLE +18%

- Solana #SOL +16%

- Global Energy +15%

- Silver +14%
There are multiple reasons to explain why crypto has outperformed, but the three
most pertinent, in my view, are:

- Treasury buying long-term bonds = positive risk assets

- White House publicly voicing support for crypto = even without Clarity Act =
positive

- AI/data center slowdown = investors favor AI downstream stories

- Crypto winter almost over = based upon 4-year cycle
As we have written about multiple times, the standout is Ethereum (#ETH) and we
expect ETH to outperform this next crypto cycle. The driver is tokenization by Wall
Street and agentic-AI. Prior ETH outperformance cycles had catalysts:

- ICO boom 2016-2017

- NFT boom 2020-2021

- Stablecoins 2025

- this next cycle, we believe could be even larger
We have identified the 20 largest pure "crypto" stocks and their related correlation
to either ETH or BTC. The highest correlations are:

- ETH

- Bitmine $12.8b market cap $BMNR 80% correlation

- Sharplink $1.6b $SBET 85%

- BTC

- Microstrategy $40b market cap $MSTR 78%

- Strive $1.2b 78%
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There are 6 reasons we expect S&P 500 to reach all-time highs by month-end:

1. Equity markets flat last 8 weeks = consolidation

2. 95% through de-leveraging of AI

3. Korea policymakers panicked = bottom

4. S&P 500 2Q26 EPS beats = $8 raise to 2027 EPS

5. Inflation and wage data likely “dovish” for July

6. No Fed meeting until September
This week was a light week in terms of Macro Data:

- 8/17 Mon 8:30 AM ET: Aug Empire Manufacturing Survey    20.6 vs 10.0e

- 8/17 Mon 10:00 AM ET: Aug NAHB Housing Market Index    35 vs 33e

- 8/17 Mon 4:00 PM ET: Jun Net TIC Flows    $134b

- 8/19 Wed: August Market Update and Top Stock Ideas Webinar

- 8/19 Wed 2:00 PM ET: Jul FOMC Meeting Minutes

- 8/20 Thu 8:30 AM ET: Aug Philly Fed Business Outlook    47.4 vs 25.0e

- 8/21 Fri 9:45 AM ET: Aug P S&P Global Manufacturing PMI    53.9e

- 8/21 Fri 9:45 AM ET: Aug P S&P Global Services PMI    53.9e
Next week, in addition to the PCE, we have NVIDIA Earnings on Wednesday and
Warsh at Jackson Hole on Friday:

- 8/24 Mon 8:30 AM ET: Jul Chicago Fed Nat Activity Index   

- 8/25 Tue 9:00 AM ET: Jun S&P Cotality CS 20-City MoM SA    0.20%e

- 8/25 Tue 10:00 AM ET: Aug Conference Board Consumer Confidence    90e

- 8/25 Tue 10:00 AM ET: Jul New Home Sales    620ke

- 8/25 Tue 10:00 AM ET: Aug Richmond Fed Manufacturing Survey   

- 8/26 Wed 8:30 AM ET: Jul Core PCE MoM    0.22%e

- 8/26 Wed 8:30 AM ET: 2Q S GDP QoQ    1.5%e

- 8/26 Wed 8:30 AM ET: Jul P Durable Goods Orders MoM    0.5%e

- 8/26 Wed 4:20 PM ET: NVIDIA 2Q26 Earnings

- 8/27 Thu 11:00 AM ET: Aug Kansas City Fed Manufacturing Survey   

- 8/28 Fri 10:00 AM ET: Warsh Speaks at Jackson Hole Symposium

- 8/28 Fri 10:00 AM ET: Aug F U. Mich. 1yr Inf Exp

BOTTOM LINE: Crypto, MAG7, Software, Small-caps lead since Iran War
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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. Now we see closer to 7,900-
8,000 first. 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.
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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 August:

8/3 9:45 AM ET: Jul F S&P Global Manufacturing PMI Tame
8/3 10:00 AM ET: Jul ISM Manufacturing PMI Tame
8/4 8:30 AM ET: Jun Trade Balance Tame
8/4 10:00 AM ET: Jun F Durable Goods Orders Tame
8/4 10:00 AM ET: Jun JOLTS Job Openings Tame
8/5 9:45 AM ET: Jul F S&P Global Services PMI Tame
8/5 10:00 AM ET: Jul ISM Services PMI Tame
8/6 8:30 AM ET: 2Q P Unit Labor Costs Tame
8/6 8:30 AM ET: 2Q P Non-Farm Productivity Tame
8/7 8:30 AM ET: Jul Non-Farm Payrolls Mixed
8/7 11:00 AM ET: Jul NY Fed 1yr Inf Exp Tame
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8/11 6:00 AM ET: Jul Small Business Optimism Survey Tame
8/11 10:00 AM ET: Jul Existing Home Sales Tame
8/12 8:30 AM ET: Jul CPI Tame
8/13 8:30 AM ET: Jul PPI Tame
8/14 8:30 AM ET: Jul Retail Sales Data Tame
8/14 10:00 AM ET: Aug P U. Mich. Sentiment and Inflation Expectation Tame
8/17 8:30 AM ET: Aug Empire Manufacturing Survey Tame
8/17 10:00 AM ET: Aug NAHB Housing Market Index Tame
8/17 4:00 PM ET: Jun Net TIC Flows Tame
8/19 2:00 PM ET: Jul FOMC Meeting Minutes Tame
8/20 8:30 AM ET: Aug Philly Fed Business Outlook Mixed
8/21 9:45 AM ET: Aug P S&P Global Services PMI
8/21 9:45 AM ET: Aug P S&P Global Manufacturing PMI
8/24 8:30 AM ET: Jul Chicago Fed Nat Activity Index
8/25 9:00 AM ET: Jun S&P Cotality CS 20-City MoM SA
8/25 10:00 AM ET: Aug Conference Board Consumer Confidence
8/25 10:00 AM ET: Jul New Home Sales
8/25 10:00 AM ET: Aug Richmond Fed Manufacturing Survey
8/26 8:30 AM ET: Jul P Durable Goods Orders
8/26 8:30 AM ET: 2Q S GDP
8/26 8:30 AM ET: Jul PCE Deflator
8/27 11:00 AM ET: Aug Kansas City Fed Manufacturing Survey
8/28 10:00 AM ET: Aug F U. Mich. Sentiment and Inflation Expectation
8/31 10:30 AM ET: Aug Dallas Fed Manuf. Activity Survey

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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