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Tom Lee Warns About Missing Out on a Melt-Up Rally on CNBC

f Hardika Singh
ECONOMIC STRATEGIST, MARKET INTELLIGENCE

There's been no notable earnings, no political drama, and no important economic
data this week. Despite those catalysts, stocks are on track to finish the week up,
and that's a good thing, according to Fundstrat Head of Research Tom Lee.

Institutional investors are largely sitting on the sidelines of the recent monthlong
rally, afraid to dip their toes until there is a broad tariffs resolution. Some are still
net short the S&P 500. If the gains extend, that could leave investors caught off-
guard to cover their short positioning, which could further boost the rally, Lee said.

“The risk is now of a substantial leg-up rally from here,” Lee said on CNBC's Closing
Bell with Scott Wapner. “We have to adjust to [tariffs], but it's not the thing that
takes us to 4,000 for S&P 500 anymore.”

Lee said that if 10% tariffs are enacted, then the hit to GDP would be a measly 1%
because it would predominantly affect 15% of the GDP associated with imports.
That would be the same level of impact as when oil prices rose to $S80 a barrel
from $40 in the pandemic years, but it didn't break the economy.

Stocks have jumped higher since May, as investors have grown more comfortable
with the idea of ignoring most tariffs-related headlines to focus on earnings and
economic data. The S&P 500 has added 7% over that period, while the Nasdaq
Composite has climbed 11%.

However, one worry that investors are still contending with is a potentially
unsustainable path for the U.S. budget deficit, amplified in recent days after the
House passed the One Big Beautiful Bill, which includes provisions for the
government to cut spending by little but boost tax breaks by far more.
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Tesla chief executive and former DOGE leader Elon Musk joined those who oppose
the bill on Tuesday, adding another layer of uncertainty over the bill's fate in the
Senate. “This massive, outrageous, pork-filled congressional spending bill is a
disgusting abomination,” he said on X shortly before Lee's appearance on CNBC

Lee called this an event risk, but doesn't think it's a reason to justify turning
structurally bearish. Such events might be tactical risks, but again they've been
“buy the dip” opportunities, he added, which could lead to a melt-up rally.

He also defended his continued bullish stance on small-cap stocks, noting that
they've had a rough go because of the Federal Reserve holding interest rates
steady. “I know it's not been a great call, but small caps are still a second-half
story,” he said.

On Tuesday, small caps added 1.6%, outperforming the S&P 500's 0.6% advance.

Subscribe to ES Insight research by Fundstrat to learn which other sectors Lee
likes right now.
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Disclosures

This research is for the clients of FS Insight only. FSI Subscription entitles the subscriber to 1 user,
research cannot be shared or redistributed. For additional information, please contact your sales
representative or FS Insight at fsinsight.com.

Conflicts of Interest

This research contains the views, opinions and recommendations of FS Insight. At the time of publication
of this report, FS Insight does not know of, or have reason to know of any material conflicts of interest.

General Disclosures

FS Insight is an independent research company and is not a registered investment advisor and is not
acting as a broker dealer under any federal or state securities laws.

FS Insight is a member of IRC Securities’ Research Prime Services Platform. IRC Securities is a FINRA
registered broker-dealer that is focused on supporting the independent research industry. Certain
personnel of FS Insight (i.e. Research Analysts) are registered representatives of IRC Securities, a FINRA
member firm registered as a broker-dealer with the Securities and Exchange Commission and certain
state securities regulators. As registered representatives and independent contractors of IRC Securities,
such personnel may receive commissions paid to or shared with IRC Securities for transactions placed by
FS Insight clients directly with IRC Securities or with securities firms that may share commissions with IRC
Securities in accordance with applicable SEC and FINRA requirements. IRC Securities does not distribute
the research of FS Insight, which is available to select institutional clients that have engaged FS Insight.

As registered representatives of IRC Securities our analysts must follow IRC Securities’ Written
Supervisory Procedures. Notable compliance policies include (1) prohibition of insider trading or the
facilitation thereof, (2) maintaining client confidentiality, (3) archival of electronic communications, and (4)
appropriate use of electronic communications, amongst other compliance related policies.

FS Insight does not have the same conflicts that traditional sell-side research organizations have
because FS Insight (1) does not conduct any investment banking activities, and (2) does not manage any
investment funds.

This communication is issued by FS Insight and/or affiliates of FS Insight. This is not a personal
recommendation, nor an offer to buy or sell nor a solicitation to buy or sell any securities, investment
products or other financial instruments or services. This material is distributed for general informational
and educational purposes only and is not intended to constitute legal, tax, accounting or investment
advice. The statements in this document shall not be considered as an objective or independent
explanation of the matters. Please note that this document (a) has not been prepared in accordance with
legal requirements designed to promote the independence of investment research, and (b) is not subject
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to any prohibition on dealing ahead of the dissemination or publication of investment research. Intended
for recipient only and not for further distribution without the consent of FS Insight.

This research is for the clients of FS Insight only. Additional information is available upon request.
Information has been obtained from sources believed to be reliable, but FS Insight does not warrant its
completeness or accuracy except with respect to any disclosures relative to FS Insight and the analyst’s
involvement (if any) with any of the subject companies of the research. All pricing is as of the market
close for the securities discussed, unless otherwise stated. Opinions and estimates constitute our
judgment as of the date of this material and are subject to change without notice. Past performance is
not indicative of future results. This material is not intended as an offer or solicitation for the purchase or
sale of any financial instrument. The opinions and recommendations herein do not take into account
individual client circumstances, risk tolerance, objectives, or needs and are not intended as
recommendations of particular securities, financial instruments or strategies. The recipient of this report
must make its own independent decision regarding any securities or financial instruments mentioned
herein. Except in circumstances where FS Insight expressly agrees otherwise in writing, FS Insight is not
acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do
not constitute, advice, including within the meaning of Section 15B of the Securities Exchange Act of
1934. All research reports are disseminated and available to all clients simultaneously through electronic
publication to our internal client website, fsinsight.com. Not all research content is redistributed to our
clients or made available to third-party aggregators or the media. Please contact your sales
representative if you would like to receive any of our research publications.

Copyright © 2026 FS Insight LLC. All rights reserved. No part of this material may be reprinted, sold or
redistributed without the prior written consent of FS Insight LLC.

(S fsinsight

powered by fundstrat



