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Soft Inflation Reports Wash Away Rate Hike Bets

Hardika Singh
ECONOMIC STRATEGIST, MARKET INTELLIGENCE

Stocks inched higher this week, driven by a weakening narrative for interest-
rate hikes in September. 

The S&P 500 finished the week up 0.36% to 7,785.76 points, off 0.2% from the
fresh record of 7,798.99 hit on Thursday—putting the index on course to add
3.40% this month. 

The push higher came after the July consumer-price index report on Wednesday
came in-line with expectations, rising 0.1% from a month ago and 3.4% from a
year ago. Monthly core CPI added 0.2%, while the annual rate was 2.5%. Producer-
price inflation data on Thursday coming in below expectations further pushed
investors away from the “inflation derangement syndrome,” which Fundstrat
Head of Research Tom Lee has coined in recent days to describe the market’s
propensity to latch onto an inflationary environment narrative. 

According to Lee, there’s five reasons why a hike would be worse for Fed
credibility: (1) Inflation’s already on “glide path” lower (2) A single hike would be
viewed as a rollback of previous cuts (3) A hiking cycle will not slow AI spending,
while high 10-year and 30-year Treasury yields already slow housing and durables
(4) Both core PCE and core CPI from a year ago are declining (5) The Fed would
be perceived as capitulating to the pundits. 

Lee expects the S&P 500 will wrap up August between 7,900-8,000 points,
especially because most of the bloodbath in AI stocks is over, according to him. 
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In corporate news, Nvidia announced a partnership with Apollo, BlackRock,
Blackstone, Brookfield, Goldman Sachs, and KKR to “mobilize” over $500 billion
with the goal of providing new sources of capital for AI purchases. Lee said the
deal “brings independent capital to AI.” With the move, “Wall Street is financializing
compute, essentially creating an asset class,” he said. 

Lee believes the move could create additional liquidity and transparency for AI
financing and lower the AI cost of funding, which would be a positive for AI stocks
and the overall market.

Roundhill Memory ETF DRAM0.76%, for example, has surged 13.3% this week. 

Head of Technical Strategy Mark Newton isn’t convinced that memory and
storage stocks are back just yet. Though he is impressed by their “meaningful
push off the lows,” in the longer term, he still thinks that momentum rolled over
pretty sharply over the span of 10 weeks. He expects to see some backing and
filling before a bigger move up. 

“This took us 10 weeks, so it’s not something where over the next three months,
I expect this to move up into those highs,” he said. 
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Chart of the Week
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Naturally, after the inflation reports, investors started expecting fewer hikes by the
year-end. Odds of a September rate-hike, for example, were at 32.6% on Friday,
compared to 44% a week ago, according to the CME’s FedWatch tool, and also as
seen in our Chart of the Week.
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The latest U Mich consumer survey released and inflation expectations
anchored and latest example that economists have “inflation derangement
syndrome”

U Mich 1-yr inflation political affiliation shows Dems are the ones seeing
“high inflation”

5-yr inflation expectations at 3.3%, basically at the 50-yr survey avg of
3.2%

Does it make sense for pundits to call for Fed to raise rates? Nope
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Aug 14 · 2:18 PM

Mark L. Newton, CMT

Head of Technical Strategy

Fractional loss in US equities on this Summer Friday and not much conclusion
to draw from this weakness. S&P down-0.25% while Nasdaq (As shown here
by Nasdaq 100 E-mini Futures) are lower by -0.44%. Yet prices are now falling
into what should be an important area of support. Similar to many days when
trending morning moves can reverse near Europe’s close, my thinking is that
the area at 30,000-40 for NQ_F should provide support to this Friday decline,
result in stabilization and cause a bounce this afternoon. As hourly charts
show this area marks minor trendline support for this week’s rally along with
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the pivot area of the breakout in the Nasdaq from yesterday’s surge. Thus, this
looks to be important (a similar level for SPX would occur near 7767 up to 7775.
There are some signs of weakness in the bond market this am, despite the
poor retail sales number and WTI Crude is fractionally higher. However, if my
analysis is correct, there could be a “final” push higher in Equities into early
next week which would help QQQ and Nasdaq get near prior highs as breadth
wanes a bit before any meaningful late Summer drawdown. As always it’s
important to keep a close eye on rates.

Aug 14 · 12:11 PM

Mark L. Newton, CMT

Head of Technical Strategy

Retail sales disappointment this morning of -0.2% vs. 0.3% expected (Ex Auto
and Gas) has caused traders to completely price out any likelihood of a rate
hike this year. Fed fund futures pricing shows the first hike now not expected
until January 2027 and just a 30% chance of a hike now next month. Most of
the data in the last two weeks has certainly justified the Fed’s Inaction at this
past month’s meeting. Rates are largely unchanged this am, while Stock
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futures higher by +0.25% in Nasdaq, +0.10% in S&P, while US Dollar index lower
by -0.30% as USDJPY looks to be beginning another slide and is trading 159.03

Aug 14 · 9:30 AM

FS Insight Video: Weekly Highlight
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Key incoming data

8/11 6:00 AM ET: Jul Small Business Optimism Survey Tame

8/11 10:00 AM ET: Jul Existing Home Sales Tame

8/12 8:30 AM ET: Jul CPI Tame

8/13 8:30 AM ET: Jul PPI Tame

8/14 8:30 AM ET: Jul Retail Sales Data Tame

8/14 10:00 AM ET: Aug P U. Mich. Sentiment and Inflation Expectation Tame

8/17 8:30 AM ET: Aug Empire Manufacturing Survey

8/17 10:00 AM ET: Aug NAHB Housing Market Index

8/17 4:00 PM ET: Jun Net TIC Flows

8/19 2:00 PM ET: Jul FOMC Meeting Minutes

8/20 8:30 AM ET: Aug Philly Fed Business Outlook
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8/21 9:45 AM ET: Aug P S&P Global Services PMI

8/21 9:45 AM ET: Aug P S&P Global Manufacturing PMI

Stock List Performance
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In the News

Canada tariffs, rising oil prices stoke the flames of inflation risks

Jul 22, 2026

Iran Peace Deal, Oil, and the Fed

Jun 15, 2026
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Should You Invest in the SpaceX IPO?

Jun 11, 2026

Start Your 30-Day Free Trial Now!

More News Appearances
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representative or Fundstrat Direct at fsinsight.com.
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This research contains the views, opinions and recommendations of Fundstrat Direct. At the time of
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 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.
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