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THE WEEK IN REVIEW 
Broad equities were mixed for the week with the Nasdaq posting a fifth straight weekly gain. 

•	 The S&P 500 was flat for the week, gaining 0.03%
•	 The Dow Jones Industrial Average was down by 2.33%
•	 The Nasdaq Composite finished higher by 1.41%
•	 The 10-Year Treasury closed at 4.46%

The economic calendar was relatively quiet at the beginning of the week as investors looked ahead to the 
Fed’s meeting minutes being released on Wednesday. The minutes gave market participants an insight 
into the current economy and the expectations set out by the Fed. The Fed was quoted stating that there 
has been a “lack of further progress” in bringing inflation down and that their confidence in reaching their 
2% goal has decreased due to recent economic data, suggesting disinflation would take longer than 
previously expected. 

Initial jobless claims for the week were released on Thursday, indicating a hotter labor market than the 
previous two weeks. Also on Thursday, Markit released the services and manufacturing purchasing managers’ 
index (PMI), measuring the conditions of the services and manufacturing sectors. Recent readings for both 
sectors indicate they are in expansion territory due to having two consecutive readings above 50. Economists 
will be watching to see if this continues.

Friday saw durable goods orders for the month of April being released, measuring the change in the total 
value of new orders for manufactured goods. The most recent three readings have shown a trend of increased 
spending on long-lasting goods. That same day, the weekly U.S. Baker Hughes oil rig count was released, 
indicating no change to the price of oil with a measure that was consistent to the previous week’s 497 rigs.

SPOTLIGHT
Corporate Earnings Update
Earnings season is just about wrapped up, with 96% of all S&P 500 companies having reported their 
first-quarter results as of May 24. Corporate earnings are not only helpful in assessing the financial health of 
an individual company, but they can also provide useful insights into the health of the economy as a whole. 

Two key themes that have been driving markets over the past couple of years are inflation and the enthusiasm 
surrounding artificial intelligence. In fact, companies in the S&P 500 index mentioned artificial intelligence (AI) 
the most amount of times since data collection began in 2014.  
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The mention of AI is not limited to the technology or communications sectors. Among the S&P 500 
companies that reported earnings as of last Friday, 199 firms mentioned AI at some point during their 
earnings calls. To put this number into historical context, the five-year average was 80 firms, while the 
10-year average was only 50 companies. Out of those 199 firms, 50 companies in the technology sector 
alone mentioned AI in their earnings call. Something perhaps more interesting is that the industrials sector 
was the second highest with 30 companies mentioning AI during their earnings calls. 

Inflation has also been a significant theme driving markets since the COVID-19 pandemic. In 2022, virtually 
all firms in the S&P 500 Index mentioned inflation at some point during their earnings calls. That has since 
slowed down to the lowest level since the second quarter of 2021. 
 

This marks the seventh consecutive decline in the number of firms mentioning “inflation” in their earnings 
calls. Despite this decline, the 219 companies citing inflation in their earnings calls still exceeded the 10-year 
average of 180. Among these 219 companies, 24 mentioned the term at least 10 times. 
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When looking at the market more broadly, about 78% of companies in the S&P 500 index reported a positive 
earnings surprise. This is above the 5- and 10-year averages of 77% and 74%, respectively. The magnitude of 
those earnings also beat expectations with first quarter earnings growing by 6% — the highest year-over-year 
growth rate since the first quarter of 2022.
 
In terms of valuations, the 12-month forward price-to-earnings ratio currently sits at 20.5, which is slightly 
higher than the 5-year average of 19.2 and the 10-year average of 17.8.

THE WEEK AHEAD
With markets closed on Monday due to Memorial Day, investors will turn their attention to the remainder 
of the week to gain insights into the status of the economy as well as to how consumers are feeling about 
navigating such times. 

The economy’s primary health indicator, gross domestic product (GDP), will be released on Thursday. A 
reading that is higher than the forecasted 1.6% change would indicate a bullish economy which could 
potentially have a negative impact on the Fed’s decision to lower rates.

On Friday, the Conference Board will release their Consumer Confidence measure for the month of May, 
which will illustrate if consumers are optimistic or pessimistic about the economy. The Fed’s preferred 
inflation measure, the Personal Consumption Expenditure (PCE) Price Index, for the month of April will 
measure the change in the price of goods and services purchased by consumers. The previous two readings 
showed a 0.3% change in PCE; economists will be watching to see if this trend continues. Additionally, 
personal spending for the month of April will be released, measuring the change in the value of all spending 
by consumers. Readings from the previous two months have consistently stayed at 0.8%, surpassing the 
forecasted amount.
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