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Key takeaways: 

• Equity markets extended their advance in May, with the S&P 500 returning 5.15% and the Russell 2000 gaining 4.27%,1  though 
leadership has narrowed substantially, with just 28% of S&P 500 constituents outperforming the index over the previous thirty sessions.2 

• The IPO calendar has reopened with SpaceX’s filing at a target valuation of at least $1.8 trillion,3 followed by OpenAI and Anthropic’s 
confidential filings, collectively offering public-market investors the first direct opportunity to participate in the monetization layer of 
frontier artificial intelligence.4 

• The Iran conflict remained unresolved through May.  There is still minimal commercial traffic through the Strait of Hormuz, and crude 
prices are elevated but range-bound, as demand destruction has offset supply pressure and inventories have been drawn to historic 
lows. 
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M ay extended April’s rebound, as most major developed-market indices posted further gains. The S&P 500 returned 5.15% while the 
small-cap Russell 2000 advanced 4.27%. Internationally, European and Japanese equities rose, and emerging markets gained with 

particular support from Asian semiconductor manufacturers.5 Underneath the surface, breadth has narrowed substantially, and just 28% of 
S&P 500 constituents have outperformed the index over the trailing thirty sessions, while 67% of returns have come from only ten companies 
since the end of March. May’s gains rest on an increasingly narrow base but are underpinned by current earnings results. First quarter 
reporting season is tracking as the strongest in the post-pandemic era and has done so against an elevated bar: First quarter S&P 500 
earnings growth is running at approximately +25.1% year-over-year, against consensus of +13% entering the quarter.6 The magnitude of the 
beat  suggests fundamental momentum may be building.7 

Narrow leadership and a strong earnings base appear closely linked to a single phenomenon: the artificial intelligence capital-expenditure 
cycle. Earlier this year, indiscriminate repricing swept names across software, logistics, financial services, and commercial real estate on the 
premise that AI represented a zero-sum displacement of incumbent business models. Over the past two months, the market narrative has 
become more constructive. Investors increasingly see AI as a once-in-a-generation supercycle that will drive growth and productivity gains 
across the economy.8 We are sympathetic to this reframing but would caution against inferring its durability from price action alone. The 
displacement thesis has receded for now, but a reversion in sentiment remains a key risk in part because the advance is so concentrated. 
Market leadership has narrowed, primarily concentrating in the AI infrastructure and semiconductor complex.  Micron eclipsed the $1 trillion 
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market capitalization threshold during a month of exceptional gains, while other AI names like Samsung, SK Hynix, AMD, TSMC, Intel, Dell, and 
SanDisk also experienced surging price action.9 

Against this backdrop, the IPO market appears to be reopening. SpaceX filed its registration on May 20th and is reportedly targeting a 
valuation of at least $1.8 trillion, which would be the largest IPO by valuation in history. The filing is notable for the framing of the opportunity 
set and its attempt to focus on the AI theme, despite the lion’s share of the company’s existing revenues coming from its space launch and 
Starlink communication businesses. In the S-1, SpaceX points to a total addressable market of $28.5 trillion, of which $22.7 trillion is derived 
from enterprise AI applications. OpenAI and Anthropic have both filed with the SEC in anticipation of an IPO and are expected to follow shortly 
after. Both would represent the first opportunity for public-market investors to participate directly in the monetization of frontier models, 
rather than the infrastructure layer that has driven returns to date.  

Monetary and fiscal policy have contributed to the demand for risk assets to date, but also threaten to impair the inflation outlook. Following 
three years of contraction, the Federal Reserve’s balance sheet began expanding in December, which has coincided with accelerated deposits 
growth of approximately $760 billion over the subsequent five months, concentrated at the largest institutions.10 Fiscal policy has reinforced 
this dynamic, with tariff refunds of roughly $23 billion disbursed during May, which function as incremental stimulus.11   

This liquidity and growth backdrop has revived concern over a reacceleration in inflation, and the bond market began to take notice this month 
as sovereign yields moved meaningfully higher across the term structure. US 2-year yields breached 4% for the first time in fifteen months, 
while the 30-year reached 5.12% intramonth, its highest since 2007, before receding back below 5%.12 A higher discount rate tends to 
compress the present value of long-duration, high-multiple constituents of the AI infrastructure complex and even as the valuation premium 
extends on real earnings growth, it can cause the margin of error to compress. Expanding liquidity and rising long-term yields are uneasy 
companions, and the tension between them can be a latent source of volatility.  

Against this backdrop, Kevin Warsh was confirmed as the 17th Chairman of the Federal Reserve in a closely contested Senate vote of 54-45, 
largely along party lines.13 He inherits a committee with well-documented divisions; the April meeting produced the most dissents in over 
three decades, and the minutes released in May underscored this fragmentation.14 Chairman Warsh has signaled an intention to reform the 
institution’s current processes, with emphasis on communication, forecasting, and a diminished Federal Reserve footprint in open-market 
operations.15 Whether he can pursue these initiatives is an open question, constrained by parts of the committee reluctant to ease rates 
further and Jerome Powell’s continued presence on the Board of Governors. This friction has the potential to reignite tension between the 
Federal Reserve and the administration.  

Geopolitical headlines remained front and center throughout the month although market participants were not deterred by the lack of a US/
Iran deal that would reopen the Strait. The status quo largely persisted throughout May, as diplomatic jockeying fell short of producing a 
lasting breakthrough and intermittent kinetic action stopped short of material escalation. Commercial traffic through the Strait of Hormuz 
remains minimal. Crude prices have stayed elevated but range-bound since hostilities began. On the demand side, higher prices have 
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dampened consumption, inducing airlines to cut flights and consumers to shift from oil-based transportation where accessible.16 On the 
supply side, inventories have served as the principal cushion and have been drawn to historically low levels as sovereigns continue to tap 
reserves.17 That cushion, however, is finite and steady depletion represents a potential risk. The strain has been most visible in refined 
products such as gasoline and jet fuel, rather than in the crude benchmark.18 Longer-term consequences are more structural, as a re-pricing 
of energy security takes hold and a realignment of regional alliances appears to be underway. Effects are likely to be felt unevenly, falling 
most heavily on food- and fuel-importing economies. The resolution path is likely sequential, with the reopening of the Strait the market-
relevant first step ahead of negotiations over Iran’s nuclear program.19 

Separately, President Trump, flanked by top US chief executives, met with Chairman Xi in the first meeting of a sitting US President in 
mainland China since Trump’s 2017 visit.20 The meeting produced little of immediate consequence beyond anticipated commitments from 
China on agricultural, energy, and commercial-jet purchases.21 The subsequent pause by the US on an arms sale to Taiwan, a departure from 
precedent, was interpreted as a concession to Beijing. A reciprocal summit in Washington was scheduled for autumn.   

Looking ahead, a series of events are likely to be consequential to the outlook for risk assets for the remainder of the year. The June Federal 
Open Market Committee meeting will be scrutinized for signals of policy shift. The impending IPOs of SpaceX, OpenAI, and Anthropic should 
serve as a referendum on the market’s appetite for the next leg of the AI wave. Negotiations with Iran are likely to materially influence the 
path of energy prices and, by extension, the inflation outlook. Our posture reflects the duality of the present environment. The advance in 
markets is supported by reported earnings growth and ample liquidity conditions. Concurrently, it is narrow, liquidity-assisted, and the threat 
of an inflation reacceleration lurks in the background. We continue to favor diversification across capitalizations and geographies, as a hedge 
against concentration and to maintain participation. We will continue to monitor the resolution of the Middle East conflict, the trajectory of oil 
and inflation, and new capital-market developments, making tactical adjustments to portfolios as warranted. As always, we welcome the 
opportunity to speak with clients who wish to discuss their portfolios or the current market environment in greater detail. 
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Important Disclosures 

This publication is provided by Element Pointe Family Office (“Element Pointe”) for general information and educational purposes only. Any 
discussion of securities or investment strategies should not be construed as research or investment advice. This material should not be 
construed as an offer to buy, sell or hold a security or investment strategy, and is not provided in a fiduciary capacity. 

This publication contains certain forward-looking statements that indicate future possibilities and may include plans, projections, and 
estimates, which are not assurances of future performance. Due to known and unknown risks, uncertainties, and other factors, actual results 
may differ materially from the expectations portrayed in such forward-looking statements. Readers are cautioned not to place undue reliance 
on forward-looking statements, which are only valid as of the date made. 

Element Pointe does not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information 
included in this report that was prepared by any unaffiliated third party, and has not independently verified and is not responsible for such 
information, which is provided solely for general reference. 

Nothing herein should be construed to limit or otherwise restrict Element Pointe’s investment decisions. Element Pointe customizes the 
portfolios it manages to suit the needs of each client. Investment advisory services are only provided to investors who become Element 
Pointe clients pursuant to a written account agreement, which investors are urged to read and carefully consider in determining whether such 
agreement is suitable for their individual facts and circumstances. 

Investing in fixed income products is subject to certain risks, including interest rate, credit, inflation, call, prepayment, and reinvestment risk. 
Investments in alternative investment strategies are speculative, often involve a greater degree of risk than traditional investments including 
limited liquidity and limited transparency, among other factors and should only be considered by sophisticated investors with the financial 
capability to accept the loss of all or part of the assets devoted to such strategies. The indexes mentioned are unmanaged and an investment 
cannot be made directly into them and do not include fees and charges, which would reduce an investor's return. Past performance is not a 
guarantee of future results. 

Investing in the stock market involves gains and losses and may not be suitable for all investors. All investments involve risk, including the 
risk of loss of principal. 

All expressions of opinion reflect the judgment of the authors as of the date of publication and are subject to change without prior notice. 
There is no guarantee that the views and opinions expressed herein will happen.  

Element Pointe and its affiliates and employees may hold positions in the securities discussed. You may access Element Pointe ’s regulatory 
filings on the SEC’s website  at https://www.sec.gov/search-filings for additional information about certain of the securities that the firm, its 
affiliates and its principals may hold. It is important that you do not base your investment decisions on our discussion of certain individual 
securities as one’s overall investment portfolio and individual objectives should be considered when making such a decision. 




