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Stocks Surge 'for the Right Reasons'

The first full trading week of May ended with the broader S&P 500 index having
gained 2.33%. Notably, stocks continued climbing despite what Fundstrat’s
Washington Policy Strategist Tom Block described as a continuing stream of
“mixed messages” from the White House about the status of the Iran war.

Yet this advance is not due to the kind of irrational exuberance that often precedes
a bubble bursting. On the contrary, as Fundstrat Head of Research Tom Lee put it,
“in our view, the U.S. stock market is rising for the right reasons.“

Some of the most closely watched companies have reported their quarterly
earnings, and the results thus far have pleased Lee. We are 88% through earnings
season, and 86% of those that have reported are beating estimates, with a
magnitude of surprise hitting 18.4%. Lee told us companies are essentially beating
at “the largest margin that we have seen in more than a decade.” 

Yet as Head of Data Science Ken Xuan noted during our weekly huddle, that figure
might be “kind of distorted” by the results being reported by the likes of Amazon
and Google. The possibility of this sort of tech stock-driven distortion is on the
mind of Head of Technical Strategy Mark Newton, too.

To be clear, the exuberance being seen in AI-related parts of the market is
understandable to Newton. “Demand seems to still be outpacing supply by about
30%” when it comes to semiconductors and parts of memory and optics, he
suggested, so “I don’t think the exuberance being shown for those stocks is
something to get too concerned about.” Still, in his view, “we need to see the
broader market play catch up,” noting “the lack of rallies out of healthcare and
financials and [consumer] discretionary.”

Sector Allocation Strategy

Market Data Insight for Actionable Strategy

For important disclosures, see Page 12 Page 1



These are the latest strategic sector ratings from Head of Research Tom Lee and
Head of Technical Strategy Mark Newton – part of the MAy 2026 update to the
Fundstrat Sector Allocation Strategy. Macro and Pro subscribers can click here for
ETF recommendations, precise guidance on strategic and tactical weightings,
detailed commentary, and methodology.
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Chart of the Week
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Fundstrat’s Tom Lee pointed out this week the companies leading this rally are
companies that produce things in scarce supply – companies that have strong
fundamentals. This includes AI compute components, AI power generation
components, petroleum products (jet fuel and diesel), and scale computing
enterprises. It also explains why Korea (KOSPI) has outperformed since the outset
of the Iran war. South Korea’s stock market is dominated by AI hardware – think
Samsung and memory companies like SK Hynix, for example.
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Mark L. Newton, CMT

Head of Technical Strategy

Let’s talk TSLA a bit as price has finally gotten above April peaks which was an
obvious level of importance structurally for this stock. Momentum has
improved given the weekly MACD bullish crossover and volume has picked up
on the rise, all good signs. Near-term, we want this to push up in five waves,
not three to give us an eventual shot of moving to new all-time highs. I cannot
say for sure this happens as the daily cycles peak for TSLA 3.92%  in June of

this year. For now the area at $436 looks important for now, representing a
100% alternate retracement and then also a 61.8% of the prior range- I expect
this area 436 up to 443 would be first potential target into next week
potentially. Then some backing and filling before a push up to 470-480 into
June. For now, i like being long into mid-June and buying any weakness
which happens into late May.

May 8 · 2:38 PM

Mark L. Newton, CMT
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Head of Technical Strategy

IGV 0.19%  showing a minor breakout of both its downtrend along with the

prior highs mentioned in recent technical notes as stocks like DDOG 5.97%  

FTNT 5.65%   APP -6.20%   WDAY -2.33%  and the cyber security names like

CRWD 4.21%  and PANW 5.34%  are all up more than 7% in trading today. This

is a very good move for Software and should help to jump-start a rally in this
group which has been base building for the last three months. While it will take
some time for Software to begin to show the kind of strength being seen in the
Semiconductor stocks, today’s move is a welcome sign for this group which
has lagged substantially. I see first resistance at $95.79 and then $101 being
important initially on gains.

May 7 · 12:15 PM

L . Thomas Block
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Washington Policy Strategist

Some clues of progress towards an agreement between US and Iran, but
conflicting statements remain. President Trump has reportedly temporarily
halted actions in the Strait but simultaneously threatening further action. Iran
reportedly is reviewing most recent US offer. Oil price is going down. Could exit
strategy be emerging? Republicans believe peace is key to any midterm hopes
for key wins.

May 6 · 2:49 PM

FS Insight Video: Weekly Highlight
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5/4 10:00 AM ET: Mar F Durable Goods Orders Tame

5/5 8:30 AM ET: Mar Trade Balance Tame

5/5 9:45 AM ET: Apr F S&P Global Services PMI Tame

5/5 10:00 AM ET: Mar JOLTS Job Openings Tame

5/5 10:00 AM ET: Mar New Home Sales Tame

5/5 10:00 AM ET: Apr ISM Services PMI Tame

5/7 8:30 AM ET: 1Q P Unit Labor Costs Tame

5/7 8:30 AM ET: 1Q P Non-Farm Productivity Tame

5/7 11:00 AM ET: Apr NY Fed 1yr Inf Exp Tame

5/8 8:30 AM ET: Apr Non-Farm Payrolls Tame

5/8 10:00 AM ET: May P U. Mich. Sentiment and Inflation Expectation Tame

5/11 10:00 AM ET: Apr Existing Home Sales

5/12 6:00 AM ET: Apr Small Business Optimism Survey

5/12 8:30 AM ET: Apr CPI

5/13 8:30 AM ET: Apr PPI

5/14 8:30 AM ET: Apr Retail Sales Data

5/15 8:30 AM ET: May Empire Manufacturing Survey
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Stock List Performance
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In the News

Robinhood stock surges after SEC removes limit on day trading activity

Apr 15, 2026

Defense stocks are the market’s newest safe havens — and this ETF is a pure
play
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Mar 11, 2026

Tom Lee: Nvidia at 19x PE. Is the Market Getting It Wrong?

Feb 27, 2026

Start Your 30-Day Free Trial Now!

More News Appearances
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Disclosures

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

Conflicts of Interest

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

General Disclosures

Fundstrat Direct 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.

Fundstrat Direct 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 Fundstrat Direct (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 Fundstrat Direct 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
 Fundstrat Direct, which is available to select institutional
clients that have engaged Fundstrat Direct.

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.

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

This communication is issued by Fundstrat Direct and/or affiliates of Fundstrat Direct. 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
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(b) is not subject 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 Fundstrat
Direct.

This research is for the clients of Fundstrat Direct only. Additional information is available upon request.
Information has been obtained from sources believed to be reliable, but Fundstrat Direct does not warrant
its
completeness or accuracy except with respect to any disclosures relative to Fundstrat Direct 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
Fundstrat Direct expressly agrees otherwise in writing, Fundstrat
Direct 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 Fundstrat Direct LLC. All rights reserved. No part of this material may be
reprinted, sold
or redistributed without the prior written consent of Fundstrat Direct LLC.
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