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Key takeaways: 

• The Artificial Intelligence (“AI”) trend continues to bolster markets, but also creates concentration risk. 

• A robust labor market underpins services inflation, despite broad disinflationary trends.  

• Diverging global monetary policy and political uncertainty will likely heighten volatility in the second half of the year. 
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U S large-cap stocks posted strong returns in June, culminating in robust gains for the first half of the year. The S&P 500 returned 3.45% 
for the month, while the tech-laden Nasdaq returned 5.96%. The S&P 500 and Nasdaq have returned 14.48% and 18.13% year-to-date, 

respectively.  US stock market returns continue to be bolstered by the Magnificent 7, which returned 9.64% in June, bringing its year-to-date 
return to 36.78%.  By contrast, the US large-cap market excluding the Magnificent 7 returned 0.82% during the month and only 7.15% year-to-
date.  While large-cap stocks flourished in June, small-cap stocks were challenged. Slowing economic fundamentals and weakening senti-
ment weighed on small-cap stocks with the Russell 2000 declining by -1.08%.1 

Artificial Intelligence (“AI”) continues to be the dominant theme propelling markets forward. Apple shares soared after the iPhone maker an-
nounced a partnership with OpenAI at its Worldwide Developers Conference on June 10. Similarly, Nvidia (“NVDA”) rose 3.5% on June 18 to 
close at a record-high of $135.58 per share, briefly becoming the world’s most valuable company by market capitalization.2 High demand for 
NVDA’s AI chips caused the company’s revenue to triple over the last year, as of its latest earnings report. On the other hand, glimpses of 
vulnerability are emerging across the AI landscape as companies struggle to meet investors’ lofty expectations after months of unprecedent-
ed growth. After reporting earnings that beat sell-side expectations, Micron shares tumbled late in the month due to underwhelming revenue 
and elevated capital expenditure guidance. The selloff led to contagion across the AI landscape, causing NVDA to endure its worst three-day 
rout since December 2022, losing $430 billion in market capitalization.3 We remain long-term bullish on the AI trend, but we recognize that 
the industry may be vulnerable to mean-reversion. Given the S&P 500’s concentration towards AI, any short-term volatility in AI stocks pre-
sents a significant risk to the overall market.  

Treasury yields fell during the month as receding inflation numbers spawned optimism for Fed rate cuts in the back half of the year. Two-year 
yields dropped 13 basis points (“bps”) to end the month at 4.75%, while ten-year yields fell 10 bps to end the month at 4.40%, after hitting an 
intra-month low of 4.22%.4  The May Core Consumer Price Index (“CPI”) rose 0.16% month-over-month, 14 bps below consensus expecta-
tions, marking the slowest pace since August 2021.5  Under the surface, surprising airfare and auto insurance declines contributed to the 
downside. Consumer goods inflation broadly declined, indicating normalizing supply chains and consumer pushback on prices. Meanwhile, 
shelter inflation marginally reaccelerated while labor-reliant services generally rose across the board. The May Core Personal Consumption 
Expenditure (“PCE”) price index rose 0.08% month-over-month, taking the year-over-year rate to 2.57%.6 Similar to the CPI, the Core Services 
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PCE increased month-over-month, implying that sticky services inflation will continue to challenge the Fed to meet its 2% inflation target. 
While inflation is trending in the right direction, the Fed will still need to maintain restrictive policy to weaken labor demand before reaching 
its target. 

A resilient US labor market continues to make the Fed’s fight against inflation difficult. The US economy added 272,000 jobs in May, exceed-
ing economists’ expectations of 190,000 new jobs. The unemployment rate ticked higher to 4.0%, but remains historically low, while US wage 
growth of 4.1% continues to backstop services inflation.7 The labor market has now fully rebalanced with the jobs-workers gap8 returning to 
its February 2020 level.9  The normalization is mainly attributed to a sharp decline in job openings with a minimal increase in unemployment; 
however, further softening in labor demand will likely lead to increased unemployment at this juncture. We anticipate that labor market 
weakness will hinder consumer spending, which, along with heightened fiscal stimulus, has supported the economy over the past few years. 
Increased credit card delinquencies and declining savings rates imply that US consumers are struggling to maintain their spending. An in-
crease in the unemployment rate would likely curb consumer spending and, in turn, impact economic growth. The federal government will 
likely use all the tools in its arsenal to support the economy through the election, but the risk of a 2025 US recession is rising. 

Overseas, varying economic and inflation outlooks have led to diverging monetary policy across central banks. In June, the European Central 
Bank and the Bank of Canada cut rates, with additional cuts expected in the second half of the year. Meanwhile, the Bank of Japan (“BoJ”) is 
moving in the opposite direction, with the expectation of further rate hikes by year-end. The Yen declined to historically weak levels against 
the US dollar, negatively impacting returns in Japanese equities for unhedged US investors. Nonetheless, diverging monetary policy between 
the BoJ and the Fed should eventually lead to a rebound in the Yen. Further, a resurgence in Japanese inflation after decades of zero to nega-
tive inflation creates a solid fundamental backdrop that leads us to continue to find Japanese markets attractive. Historically, varying policy 
actions have led to volatility across economies and markets, which behooves investors who diversify geographically in their portfolios.  

2024 is proving to be the year of elections, as nearly half of the world’s population hits the polls this calendar year. We have already wit-
nessed global elections create investor anxiety in international markets. Claudia Sheinbaum’s landslide victory in Mexico and the BJP party’s 
failure to win a clear majority in India led to steep selloffs in both countries’ respective equity markets. In France, a devasting loss to the far-
right National Rally party in the European parliament elections led President Macron to call a snap election where his party currently trails. 
French equities have been under pressure from the uncertainty created by this unforeseen election. In the US, June ended with the first presi-
dential debate between former-President Trump and President Biden. President Biden’s lackluster performance during the first debate has 
called into question his candidacy, with many outspokenly calling for his resignation. The implied probability in the prediction markets that 
President Trump will win rose roughly 6% during the debate and has risen further since.10 While much can happen between now and Novem-
ber, election uncertainty is increasing, and we anticipate a heightened level of volatility as we move through the election season. Philosophi-
cally, we do not make draconian changes to our long-term market views on account of perceived election results as, historically, they have 
not materially influenced returns. However, regardless of who wins in November, neither administration is likely to show fiscal restraint, and 
instead, we expect federal spending to continue to increase in either scenario. In turn, this should create upward pressure on US treasury 
yields, as the government is forced to issue more debt to support its spending.  

Market concentration, diverging global monetary policy, and political uncertainty lead us to maintain a cautious stance toward risk assets. We 
believe investors would be prudent to adequately diversify and maintain a quality bias in portfolios to navigate what appears to be a more 
volatile second half of the year.   
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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 con-
strued as an offer to sell or a solicitation of an offer to buy any security. 

This publication contains certain forward-looking statements that indicate future possibilities. Due to known and unknown risks, other uncer-
tainties and 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 speak only as of their dates. 

Element Pointe does not make any representations as to the accuracy, timeliness, suitability, completeness, or relevance of any information 
prepared by any unaffiliated third party incorporated herein, and takes no responsibility therefore. All such information is provided solely for 
convenience purposes only and all users thereof should be guided accordingly. 

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 is speculative, often involves 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. Investing in the stock market involves gains and losses and 
may not be suitable for all investors. 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 no guarantee of future results. 

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 come to pass.  

The Firm, the Adviser and its affiliates and employees may hold positions in the securities discussed. You may access the Adviser’s regulatory 
filings on the SEC’s website for additional information about certain of the securities that the Adviser and its principals may hold. It is im-
portant 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. 


