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Figure 1. Weekly framing: S&P 7,500, a record without comfort

Key takeaway: The report frames the week as a record-setting rally that lacked internal confirmation and became
increasingly vulnerable to macro pressure.
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1. EXECUTIVE SUMMARY: THE NARRATIVE OF THE WEEK

The trading week of May 11-15, 2026, confronted us with a profound paradox. On one side stood
historic psychological milestones, with the $SPX breaching 7,500 and the $D]JI touching 50,000. On
the other stood a macro backdrop that was becoming visibly less stable. Mid-week, the market was
carried higher by a jubilant expansion of the Al infrastructure narrative. By Friday, that optimism
had been sharply checked. We do not read that reversal as a random retracement. We read it as a
formal veto from rates and commodities. In our view, the market has already shifted from a regime
of unbounded momentum into one of data-dependent fragility, where the room for multiple
expansion has effectively disappeared under the weight of $100+ Brent oil and a hawkish
reawakening in the Treasury curve. (see Figure 2).

The Illusion of The Macro Trap The Breadth
the Breakout Warning

S&P > 7,500, Dow > Hot CPI & PPI + Russell 2000
50K (Thursday) Brent 0il > $100 plunges -2.4%

Market survived the initial Friday's sell-off proved Domestic cyclicals and
{ inflation test via Al that the bond and oil small caps are buckling
infrastructure momentum, markets have reinstated under yield pressure,
but the record highs lacked their veto power over revealing severe structural
weekly confirmation. equity valuations. fragility beneath the
mega-cap surface.

Our Verdict: The rally survived the week, but the margin of safety has vanished.

Figure 2. The illusion of the breakout, the macro trap, and the breadth warning

Key takeaway: The rally survived the week, but the combination of hot inflation prints, Brent above $100, and small-cap
weakness sharply reduced the market’s margin of safety.

Three conclusions matter for the strategic portfolio, and each one speaks to that fragility. First,
this was the week of a record high without comfort. Thursday’s peak on the $SPX at 7,501.24
was not supported by the kind of market breadth that gives a breakout durability, and that left the
index exposed to Friday’s reality check. Second, the widening gap between the mega-cap Al
beneficiaries and the rate-sensitive domestic cyclicals, especially $IWM, tells us that credit
stress is no longer theoretical. It is already acting as a drag. Third, the Al engine is still
broadening into networking and equipment, but that fundamental strength is now being
offset by a rising term premium—the extra compensation investors demand to hold long-dated
bonds in an environment where inflation may stay higher for longer. That is why we are moving
into a more clinical observational stance. The internal mechanics of this market suggest that the
soft-landing consensus is facing its most serious test of the year.
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2. THE MARKET DASHBOARD: QUANTIFYING THE DRAMA

If we want to understand the market honestly, we have to look past the deceptively calm weekly
headline returns. Measuring from the May 8, 2026, baseline gives us a clearer picture: the market
attempted a breakout and then was pulled back by the gravity of the rates complex. The defining
internal trend of the week was not simply whether indices were green or red. It was the clear
decoupling of small-caps from the Al-heavy indices.

From that baseline, the $SPX moved from 7,398.93 to 7,408.50, a weekly change of +0.13%, driven
by an Al infrastructure surge that was ultimately offset by Friday’s yield spike. The Nasdaq
Composite slipped from 26,247.08 to 26,225.14, a move of -0.08%, as intra-week records were
erased by valuation sensitivity. The Dow Jones fell from 49,609.16 to 49,526.17, down -0.17%, after
failing to hold the 50,000 milestone once macro reality reasserted itself. The Russell 2000 told the
bluntest story of all, dropping from 2,861.21 to 2,793.30, a decline of -2.37%, under the pressure of
yield sensitivity and $100 Brent oil. (see Figure 3).

Weekly Dashboard & The Intraday Drama
Equities Widget
S&P 500 7,398.93 - 7,408.50 +0.1%

Peak: 7,501.24

Peok: 26,635.22

Nasdaq 26,247.08 - 26,225.14  -0.1%

Peak: 50,063,46

Dow Jones 49,609.16 - 49,526.17 -0.2%
Russell 2000 2,861.21 - 2,793.30

Macro & Commodities Widget
* 10Y & 30Y UST Yields: Surged sharply on Friday.
« Brent Crude: Spiked >$100 amidst geopolitical friction.
» DXY & VIX: Trended upward as risk-off sentiment took hold.

Headline returns look flat, concealing severe intraday trauma.
Al momentum drove Thursday's peaks; rate/oil realities triggered Friday's cliff.

Figure 3. Weekly dashboard: headline returns vs. intraday stress

Key takeaway: Index-level performance looked calm, yet the Russell 2000’s decline and Friday’s rates/oil shock
revealed meaningful stress beneath the mega-cap surface.

The internal drama of the week was concentrated in the failed intra-week breakouts. On Thursday,
May 14, the $SPX closed at 7,501.24 and the Nasdaq Composite peaked near 26,635. That marked
the high point of Al-driven exuberance. But the fact that neither level could survive Friday’s close
tells us that conviction at current multiples is weak. That weakness was not abstract. It reflected a
volatile shift in rates and commodities, where equity performance became subordinate to the
movement in the 10Y and 30Y Treasury yields. (see Figure 4).
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The Intra-Week Heatmap: Illusion vs. Reality
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Risk: 7/10 : R 0 Risk: 8/10 Risk: 3/10
Records Despite Oil. Hot CPI & Al Wobble. Hot PPI Ignored. Peak Optimism. Reality Check.
Momentum intact, Market pauses, tech Paradox day—Al SPX 7,500, Dow 50K. Yield & Oil shock.

ignoring Brent >$100. pulls back. rebound masks CSCO surge Broad sell-off. S&P
terrible rate data. validates Al orders. drops from 7,501,

Figure 4. Intra-week heatmap: illusion versus reality

Key takeaway: The week’s path was not a smooth breakout: Al optimism peaked on Thursday before Friday’s yield and
oil shock challenged the rally’s durability.

3. MACRO AND RATES: THE HAWKISH REAWAKENING

The April CPI and PPI releases gave this market its first legitimate inflation test of the cycle, and we
believe the outcome poses a structural challenge to the equity risk premium—the extra return
investors expect from stocks over safer assets. What the data suggest is that inflation is not merely
sticky. It may be re-accelerating, with the energy pass-through channel now fully active, meaning
higher oil prices are feeding directly into broader costs. Headline pressure is being intensified by
shelter costs and by a sharp rise in energy components, and that combination forces a
reassessment of the Fed’s likely path. We do not see this as noise. We see it as a fundamental shift
that is pushing the bond market to demand a larger margin of safety. (see Figure 5).
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Inflation Returns to the Center

CPI: The Consumer Squeeze PPI: The Margin Threat

Energy

~ (:ontriblw
7 | Shelter /

OER

Airline Fares & Intermediate S
Demand

Insight: Energy pass-through is actively altering Insight: Input costs are rising faster than pricing
consumer behavior and inflation expectations. power. Direct warning for Q2 retail earnings.

Inflation is no longer ‘noise’. April's prints confirm a systemic
sticky inflation risk that actively delays Fed normalization.

Figure 5. Inflation returns to the center of the market debate

Key takeaway: CPI and PPI pressure shifted inflation from background noise to a central constraint on Fed
normalization and equity multiple expansion.

That bond-market veto was visible in long-term yields. The 10Y Treasury yield climbed toward the
4.55-4.60% range, while the 30Y yield targeted 5.10-5.13%. We interpret this as the return of
term premium risk. Investors are no longer willing to price the future as though the low-inflation
regime of the last decade is simply waiting to return. Instead, the long-term inflation floor looks far
less certain, especially with persistent $100+ oil and geopolitical disruption in the Strait of Hormuz.
That uncertainty is forcing a re-rating of all long-duration assets—assets whose valuations depend
heavily on profits expected far into the future. And that is why even high-quality Al earnings cannot
guarantee unlimited upside. Rising long-term yields create a ceiling for the multiples investors are
willing to pay. (see Figure 6).
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The Transmission Engine
0il is an active macro wrecking ball, not just a commaodity tail risk.

l

1. Geopolitical | 2. Inflation 5. Multiple
Shock Pass-Through Uncertainty Rout Compression

Hormuz friction Energy spikes Hot data collides The term premium Duration-heavy
pushes Brent headline CPI and with Powell/Warsh reprices. 10Y and growth stocks and
physical spreads consumer inflation leadership 30Y Treasury Yields small-cap debt
> $100. expectations. transition. spike sharply. carriers (SIWM)
suffer valuation
resets.

Figure 6. Oil as the transmission engine from geopolitics to valuation pressure

Key takeaway: The narrative treats oil not as an isolated commodity tail risk, but as a transmission mechanism linking
geopolitics, inflation, Fed uncertainty, bond yields, and multiple compression.

We also have to confront what we would call the Consumer Illusion embedded in the +0.5% Retail
Sales data. Nominal spending appears resilient, but we believe much of that resilience reflects
higher gasoline prices rather than genuine demand. In this kind of regime, rising nominal sales
behave less like proof of strength and more like a tax on discretionary volume. Consumers are
spending more and receiving less. As the Fed leadership transition from Powell to Warsh
approaches, the market is beginning to absorb another uncomfortable possibility: the reaction
function of the new regime may put more weight on suppressing inflation than on supporting
markets. In plain terms, the Fed put—the assumption that policymakers will cushion equity
weakness—may be fading just as investors have grown most comfortable relying on it. (see Figure

7).
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Consumer Diagnostic: +0.5% Headline Sales

The Nominal lllusion The Real Fragility

» Headline Retail Sales print +0.5% » The Gasoline Station Effect:
Driven by fuel prices, not volume

* Continued high-income spending * Margin squeeze for discounters

and staples
» Wealth effect from all-time high
markets | » Credit delinquencies rising for
low/middle-income

Portfolio Rule: Avoid discretionary names lacking absolute pricing power. Transition from broad retail
to high-income winners or structural discounters ahead of next week's WMT / TGT / HD earnings.

Figure 7. Consumer diagnostic: nominal strength versus real fragility
Key takeaway: Nominal retail sales resilience may be masking pressure from fuel prices, margin squeeze, and
deteriorating conditions for lower- and middle-income consumers.

4. SECTORAL ANALYSIS: AT INFRASTRUCTURE VS. DOMESTIC
WEAKNESS

This week’s sector rotation exposed a sharp divergence between the global Al picks-and-shovels
trade and the rate-sensitive domestic cyclical complex. On the winning side, the Al infrastructure
narrative broadened in a meaningful way. We saw strategically important results from $CSCO and
$AMAT. In $CSCO’s case, the company’s shift from a legacy networking name to a critical Al
infrastructure beneficiary was validated by robust orders from hyperscalers, the giant cloud
operators whose capital spending is powering the current cycle. That in turn created a gravity
effect for §NVDA ahead of earnings. At the same time, $BABA offered a useful global read-through.
Cloud Intelligence and Al demand in China remain strong, but the company’s margin pressures
remind us of the other side of the Al race: massive capex does not always produce immediate
bottom-line expansion. (see Figure 8).
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Al Infrastructure Broadens Out
R A R R R

The Networking Layer (5CSC0)

Data: Cisco earnings confirm massive Al networking & security orders.

Insight: Validates the ‘Hyperscaler Demand’ narrative. Al capex is
translating to real networking spend.

The Physical Layer (SAMAT)

Data: Applied Materials guidance shows robust semiconductor equipment cycle.
Insight: The ‘Pick and Shovel’ layer is seeing real capacity orders, not just hype.

Friction Warning: Even with structural demand,
SCSCO job cuts reveal a focus on cost optimization.
Current valuations leave zero room for error ahead

of the upcoming SNVDA test.

Figure 8. Al infrastructure broadens beyond the obvious winners
Key takeaway: Cisco and Applied Materials broaden the Al infrastructure narrative, while the report remains cautious
about valuation sensitivity ahead of the next Nvidia test.

Against that strength, the Russell 2000 warning is impossible to dismiss. The roughly 2.4% drop in
$IWM is a high-fidelity signal of credit stress and of vulnerability to $100+ Brent oil. Small-cap
companies do not enjoy the pricing power of their mega-cap peers, so they are absorbing more of
the pain from higher input costs and tighter financial conditions. That makes them the most direct
victims of the current energy spike, which is beginning to move through the broader economy as a
systemic drag on domestic growth. (see Figure 9).

research@moatpeak.com Page 8 www.moatpeak.com



& MOATPEAK INDEPENDENT RESEARCH

The Breadth Warning: Large Cap vs. Small Cap

Trajectory 1: $5PX & Nasdagq Yield Sensitivity: Small caps
N hold floating-rate debt; 10Y/30Y
spikes destroy cash flows.

Regional Bank Stress: $KRE
under pressure from duration
and credit risks.
Trajectory 2

Domestic Cyclicals: Highly
vulnerable to imported inflation

agal >
Russell 2000 (SIWM) -2.4% and consumer margin squeeze.

Day1 Day 2 Day 3 Day &4 Day5

A healthy bull market lifts all boats. This week, the domestic economy actively took on water.

Figure 9. Breadth warning: large caps versus small caps

Key takeaway: The divergence between Al-heavy large caps and the Russell 2000 signals that the domestic economy is
absorbing the pressure from yields, credit, and imported inflation.

The energy sector, represented by $XLE and led by $XOM and $CVX, served as a necessary portfolio
hedge. But the gains there came at the expense of airlines and transports. Maritime disruptions and
elevated fuel costs have produced a serious margin squeeze across transportation. We see this as a
classic energy-transmission shock: the winners are relatively narrow, while the losers include any
company exposed to global shipping or discretionary travel. (see Figure 10).

Global & Sector Matrix

Winners / Hedges The Global Reality

« Energy ($XLE, $XOM, 5CVX)
directly hedges oil spikes: Europe (STOXX 600):
« Al Barometers supported by Caughtin a dual reality.

realinfrastructure capexs ST R TR
Ualik . ‘ supporf.vs. severe

imported inflation and
Vulnerable¥//Losers energy shocks.

+ Small Caps (SIWM) Asia: China tech ($BABA)
« Airlines & Transports shows cloud Al growth
 Discretionary Refail but faces severe margin
pressure and aggressive
capex requirements.
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Figure 10. Global and sector matrix: winners, hedges, and vulnerable exposures

Key takeaway: Energy and Al barometers remain better supported, while small caps, airlines, transports, and
discretionary retail sit in the vulnerable quadrant of the regime.
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5. THE GREY RHINOS: HIDDEN RISKS ON THE HORIZON

We believe the market is mispricing several grey rhinos—high-probability threats that remain
ignored because investors are still chasing Al momentum. The most immediate of these is the Fed
leadership transition. Consensus assumes Warsh will simply continue Powell's gradualism. We
think that assumption is complacent. The market is underpricing the possibility of a Warsh shock,
where the new reaction function turns more aggressively toward inflation eradication even if that
comes at the expense of equity stability.

The Brent oil transmission channel is another underappreciated risk. The market continues to treat
$100 oil as a temporary headline. We see it as a structural driver of future PPI prints and as a
catalyst for a prolonged deterioration in consumer sentiment. What investors still seem to
underestimate is how quickly higher fuel prices can erode margins across non-tech sectors.

At the same time, Al concentration risk has reached an extreme. The stability of the entire $SPX
now depends disproportionately on a flawless $NVDA earnings outcome. If guidance even hints
that hyperscaler capex is plateauing, the result could be a systemic valuation reset for which the
indices are poorly prepared.

Finally, term premium risk in the 30Y Treasury is still being dismissed as a technical issue. We see
it differently. A repricing of the 30Y toward 5.13% is the market’s admission that the inflation floor
may be structurally higher. In that world, duration is no longer a friend. Investors are forced to re-
evaluate high-multiple SaaS and growth names that flourished when rates were lower and time
was cheap. (see Figure 11).

The ‘Grey Rhino’ Radar: Systemic Risks
Distant

7. Fed Leadership Transition
1. Fed Trapped (Hot CPI/ PPI . @ (Warsh integration spikes uncertainty.
paralyzes rate cuts. Impacts: $QQQ) Q N\ Impacts: DXY)
— N \\
4. Al Concentration (Nasdaq reliant on
$NVDA perfection. Impacts: $SMH)

|
/ O 6. Nominal Consumer (Real
! : volumes drop while prices rise.
ImmINent 5 Smal|-Cap/Stress (Credit conditions tighten.
\ ~ Impacts: $IWM)

2. 30Y Term Premium (Yield spike breaks
long-duration assets. Impacts: $TLT)

3. 0il False Relief .\\‘ _— @ 7.FedLeadership Transition
(Brent >$100 alters consumer behavior. (Warsh integration spikes uncertainty.
Impacts: Airlines) Impacts: DXY)

Distant

Figure 11. Grey rhino radar: systemic risks beneath Al momentum

Key takeaway: The key risks are visible rather than remote: Fed transition uncertainty, term premium pressure, oil
transmission, Al concentration, and small-cap stress.
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6. MOATPEAK SCENARIOS AND PROBABILITIES (NEXT 4-8
WEEKS)

We continue to approach the market probabilistically, favoring clinical analysis over emotional
conviction. Our base case, which we assign a 45% probability, is a phase of choppy digestion. In
that scenario, the $SPX remains range-bound between 7,250 and 7,550. Al earnings remain strong,
but the bond-market veto prevents any further multiple expansion, leaving investors trapped in a
sideways market while they wait for macro data to cool.

Our bull case carries a 30% probability. In that outcome, Al validates and yields stabilize. A major
$NVDA beat, combined with an oil retracement toward $90, would open the way for a broader
breakout and could carry the $SPX toward 7,700.

Our bear case stands at 25% and is built around macro shock. If oil holds above $110 and the 10Y
yield breaks 4.75%, the Al momentum trade would likely fracture. In that environment, valuations
would be forced to realign with a higher-for-longer macro regime, producing a 5-7% correction.
(see Figure 12).

4-8 Week Forward Scenarios

BU” ScenariO: 30% 4 Eel:f)t(ecz;r\sa[cjrga?igz,nzgn? SNVDA blowout, retail
Al Validates, Yields Calm : ’

resilient, 10Y drops, breadth improves to SIWM.

SPX'7,250 =7,550

Base:Scenario:45% SNVDA strong but no multiple expansion.
Choppy Digestion Retail mixed. Oil volatile but contained.
Market digests ATHS.

) SPX 7,000 -7,250
Bear Scenario: 25% | 0l &Yield shock continues. SNVDA

Momentum Break misses high bar. Real consumer cracks.
Asymmetric downside risk realized.

Figure 12. Four-to-eight-week scenario framework
Key takeaway: The base case remains choppy digestion, with asymmetric upside dependent on Al validation and yield
calm and downside tied to persistent oil and rate shocks.

The reaction matrix for the coming week follows directly from those scenarios. If $NVDA exceeds
expectations and pairs that with strong guidance, the bull case comes alive and we would expect
$SMH and $QQQ to lead. If $WMT and $TGT show real volume decline despite nominal growth,
then the bear case for $IWM is validated and the consumer-illusion thesis becomes the dominant
narrative. If 30Y yields exceed 5.20%, we would read that as a systemic sell signal for duration-
heavy growth, regardless of any company-specific strength. (see Figure 13).
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Next-Week Catalyst Matrix
Portfolio reaction mappingbased on the collision of Micro}& Macro forces.

Broad Al Rally Narrow Al Market

Nasdag holds, but $IWM and
A S(S)%lﬁ’sstlgll\)lil}?zreesl.mund& Consumer discretionary bleed.

Poor market breadth.

The Nightmare Scenario

Al multiple collapses simultaneously
with macro pressure. Broad sell-off;
VIX spikes. Energy acts as sole hedge.

Sector Rotation

Tech digests, but transports and
small caps catch a bid on rate relief.
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Figure 13. Next-week catalyst matrix: Nvidia earnings versus the macro backdrop
Key takeaway: The next regime signal depends on the interaction between micro catalysts such as Nvidia and macro
variables such as 10Y yield stabilization or another spike.

7. STRATEGIC INSIGHTS FOR THE RETAIL INVESTOR

This environment calls for disciplined observation, not aggressive participation. We would not
chase milestones such as $SPX 7,500 without a confirmed weekly close. Friday’s fragility suggests
that the momentum trade has already run too far ahead of the macro data. In practical terms, that
means focusing on hedging duration risk through Energy ($XLE) and keeping the quality bar
exceptionally high for any new tech exposure.

As we head into the weekend, the right framework is not excitement but interrogation. We should
be asking whether our portfolios are truly hedged against the tax that $100+ oil imposes on
discretionary holdings. We should be asking whether a merely in-line $NVDA guide would leave us
exposed to a sharp valuation retracement. We should be asking whether we are overweight small-
caps through $IWM in a regime where the 10Y yield is targeting 4.60%. We should know in
advance what our exit trigger is for growth positions if the $SPX fails to retake 7,500. And we
should be careful not to confuse the consumer illusion of nominal retail growth with real economic
health.

The watchlist for May 18-22 should be understood as a map of the market’s pressure points. $QQQ
remains the primary barometer of the tech valuation regime. $IWM is our clearest signal for
domestic credit and small-business stress. $TLT tracks the bond-market veto and shifts in term
premium. $NVDA remains the central fundamental catalyst for the Al cycle. SWMT and $TGT will
tell us whether real consumer volume is holding up beneath nominal growth. $XLE continues to
serve as the essential hedge against the Brent oil transmission channel. $BABA offers a global view
into the tension between Al capex and margin sustainability. $CSCO and $AMAT help us monitor
whether the infrastructure trade is truly broadening. $GLD measures safe-haven demand under
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geopolitical volatility, while $DXY gives us a read on how the dollar is responding to the Fed
leadership transition. (see Figure 14).

MoatPeak Portfolio Checklist & Watchlist

/Pre—Monday Diagnostic

J .~ Does SNVDA's capex narrative justify
Al Barometers  SNVDA, SAMD, $CSCO, $SMCI current broader software multiples?

— _— . Will next week’s retail prints (SWMT, STGT)

Macro /Hedges  STLT, $DXY, SXLE, SUSO, $GLD expose real volume dedlines?
A AL e , . Have 10Y/30Y yields established a new,

i ?
Broad Indexes  $QQQ, $SPY, $IWM higher plateau? = |
. Are Hormuz headlines actively pushing

inflation expectations higher?
ConsumerTells  SWMT, SHD, $TGT, STIX . Can the Russell 2000 find a floor, or is

domestic credit fundamentally breaking?

Figure 14. MoatPeak portfolio checklist and watchlist

Key takeaway: The watchlist translates the weekly thesis into pre-Monday diagnostics across Al barometers, macro
hedges, broad indices, and consumer tells.

MoatPeak Parting Thought: Milestones like $SPX 7,500 are designed to pull in the crowd, but our
job is to inspect the foundation. The Al tailwind is powerful, but it is not a perpetual motion
machine. In a world of 5% long-term rates and $100 oil, the margin for error is gone. We should
stay clinical, respect the bond market’s veto, and put intellectual honesty above the comfort
of the trend. (see Figure 15).
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“The market did not break this week, but the
illusion of comfort did. S&P 7,500 is not a victory
lap; i high-altitude plateau where the air is thin,

and macro gravity is intensifying.”

Discipline over FOMO. Control duration, hedge inflation,
and prepare for the volatility of the peak.

S

MoatPeak Independent Research | May 2026

Figure 15. Parting thought: discipline over FOMO at the volatility peak
Key takeaway: The week did not break the market, but it weakened the illusion of comfort; the portfolio response
should emphasize discipline, duration control, and inflation hedging.
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