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Key takeaways: 

• Equity markets had a positive August, with the S&P 500 returning 2.62% and international markets keeping pace.1 

• Chairman Warsh struck a hawkish tone in his first Jackson Hole address by focusing on sticky inflation, which pushed the odds of a 
September rate hike above 50%.2 

• With most US companies having reported, the earnings catalyst that supported markets through the summer is behind us. Attention 
now turns back to the more challenging macro environment just as equities enter September, historically the weakest month of the year. 
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A fter two months of sideways price action, equity markets resumed their climb, with strong returns across most major geographies. The 
S&P 500 finished August up 2.62%. Small caps lagged but stayed positive, with the Russell 2000 up 0.86%. International markets 

broadly kept pace with the US: the ACWI ex-US index gained 2.40%, Japan's Nikkei added 2.83%, and Europe's STOXX trailed at 1.17%.3 

The month's strongest sector returns came from an unusual pair. Energy rose 6.48% and Technology 6.19%, two sectors that have shown the 
lowest monthly correlation of any pair in the index over the past five years. Leadership from both sectors in the same month says something 
about how idiosyncratic August's drivers were. 

Crude prices and energy stocks appreciated as the conflict in the Middle East remained unresolved. August opened with the Trump 
Administration pointing to progress toward a long-term settlement with Iran, but that progress stalled, leading to an escalation in military 
action. The US launched targeted strikes on Iranian assets near the Strait of Hormuz, and Iran retaliated, marking the first direct exchange 
between the two in weeks.4 With the conflict now in its seventh month, markets are repricing the equity risk premium across the energy 
complex as the odds of a durable resolution fade. 

Despite escalating geopolitical tensions that usually result in investors de-risking, technology was the month's other big winner. The sector 
was carried by another strong Nvidia earnings report and a broad resurgence in software. The market had soured on software earlier in the 
year on fears that AI would render much of the category obsolete. Several of the leaders have instead shown resilience and positioned 
themselves as beneficiaries of the AI buildout. Salesforce finished the month up 39.95% on strong earnings and an aggressive buyback 
program, a signal that fears of near-term obsolescence in enterprise CRM were premature. ServiceNow was another standout, returning 
33.5% for the month.5 Its enterprise automation platform had drawn scrutiny from investors who expected AI agents to capture the 
automation workflow, but so far, the incumbent platforms appear to be building those AI solutions themselves and selling them as the path 
to an agentic future. 
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Positioning amplified the fundamental story. Coming into August, hedge fund books were heavily tilted toward semiconductors and 
hardware, the consensus favorites of the AI capex trade, with the long side funded in many cases by shorts in software names viewed as 
structurally impaired. The pairing had become one of the more crowded trades in the market, and it left little room for error. Strong software 
earnings and a fading momentum factor were enough to break the trade, lifting the most heavily-shorted software names while deleveraging 
weighed on semis and hardware. 

As investor attention turns to the macro, interest rates are a key risk. Yields continued to move up across the curve, with the 2-year and 10-
year closing the month at 4.35% and 4.75% respectively.6 The continued march up in rates, especially at the long end of the curve, led to an 
unexpected announcement from the US Treasury. Treasury Secretary Scott Bessent announced they would be doubling the size of the long-
term bond buyback program from $2 billion to $4 billion.7 The announcement provided short term relief to bonds with yields dropping across 
the curve, yet by month-end, yields were back to the high levels seen before the announcement. 

Fed Chairman Kevin Warsh was the other focal point with his first speech at Jackson Hole. Jackson Hole has historically served as an 
opportunity for the Fed Chairman to share the framework informing the latest thinking at the Fed. Warsh placed the focus of his first keynote 
on inflation, taking a hawkish stance and stating that the level of inflation remains concerning. While Warsh has long been critical of forward 
guidance as a policy tool, his refusal to offer a path did not stop markets from drawing their own conclusions. Prediction markets took the 
speech as a sign of the Fed being more willing to hike in September than previously anticipated. Heading into the event, odds of a rate hike 
sat at 31% but spiked to over 50% immediately following his speech.8 

As we approach the end of the third quarter, we remain cautiously constructive, though the backdrop that carried markets through the 
summer is changing. Most US corporates have now reported earnings, putting what was a great earnings quarter behind us and removing 
that potential catalyst until third quarter earnings season, which is still a couple of months away.9 To date, markets have largely been able to 
ignore heightened geopolitical tensions and rising rates, however these will likely reach a breaking point. If rates continue to march higher 
across the curve, it will likely spark a rotation out of equities and pressure valuations. Lastly, we are entering a period of weaker seasonality. 
September is historically the weakest month for the S&P 500, and the only month with more negative than positive readings dating back to 
1928. Midterm elections have historically added to the seasonal weakness as political uncertainty surrounding the elections tends to hurt 
performance in September and October, before bouncing for the end of the year.10 While these seasonal concerns do not change our long-
term view, they do raise the odds of elevated volatility over the coming months. Against that backdrop, we continue to lean on long-term 
investment principles and the benefits of diversification. 
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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. 




