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Iranian oil or tankers that pay a toll to Iran from reaching the market. These
developments underscore that the: U.S. and Iran are headed for a prolonged period
of elevated tensions which are managed to a limited extent by dialogue rather than a
clean resolution (link). The announcement of the blockade will likely weigh on
markets in the near-term as potential encounters between the U.S. Navy and Iran-
linked vessels now might cause a flare-up that ends the fledgling ceasefire.  (Sarah
Bianchi)

 

Morning Thought:   The failure of the Mideast cease fire talks is weighing down
global capital markets over the weekend. The U.S. blockade of Iranian exports will go
in effect at 10:00 this morning Treasury yields are higher over the weekend. The 10-
year yield is at 4.334%. The yield curve is little changed. Other major developed
global sovereign yields are higher too. The gold and bitcoin are lower, while oil
jumped. The dollar has changed little. Not surprisingly U.S. credit spreads edged
lower on Friday. Germany (and many other countries) will institute $1.9 billion in fuel
price relief.   Italian sovereign debt sentiment is deteriorating.  (Stan Shipley)
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IRAN WAR / JAPAN – UEDA SIGNALS NO
APRIL HIKE
BoJ set to hold in April as geopolitical risk trumps domestic strength; "hawkish hold"
now base case with rate hike likely pushed to June/July. Cautious tone from Ueda
reflects the Bank's wariness of hiking into a potential US-Iran escalation, despite
constructive domestic data and wage gains. 

Geopolitical Uncertainty Takes Center Stage: Ueda's remarks, relayed by Himino,
make clear the Bank is prioritizing "lingering uncertainty over the Middle East
situation" over recent positive local data, with the risk of renewed US-Iran conflict and
energy market disruption driving a wait-and-see approach. 
Domestic Backdrop Remains Supportive: Underlying inflation is still on track for
the 2% target, with solid wage settlements and a gradual recovery. Tankan, Sakura,
and Shunto updates all point to continued normalization, and companies are seen as
better able to manage import cost pressures than in the past. 
Energy Shock Cuts Both Ways: Ueda's two-sided assessment: higher oil could
both raise and lower underlying inflation, depending on how the output gap and
expectations evolve. There's concern about supply chain impact if the Middle East























surges, and housing data continues to show uneven footing between new and
existing markets. 

Consumer Pulse: Retailers posted their strongest sales since late 2022, up sharply
on the back of holiday demand, tax refunds, and better weather. Restaurants also
saw a sizable jump, with consumers picking spots and timing carefully but showing
more willingness to spend around events and promotions. Used vehicles remain a
bright spot at auto dealers, even as new car sales and financing availability tighten.
Consumer staples cooled a touch but are still holding up, with some trade-down to
value and private label. 
Housing & Real Estate: Spring selling season for new homes is described as "a little
slow," but better than last summer. Public homebuilders hold up better than privates.
Inventory of existing homes remains tight, with 65% of agents reporting lower-than-
normal supply. Mortgage access is still better than normal, but not quite as easy as
early in the year. House price gains are strongest in suburban and rural markets, and
the share of contracts failing to close is trending down from last year's highs. 
Industrial & Transport: Shipping and air cargo both improved, with shipping at a
multi-month high thanks to dry bulk strength, and air cargo benefitting from trade
route shifts and successful price increases. Trucking demand ticked higher, led by
truckload, and the broad transport index is up on better activity across the board.
Airlines gave back some recent gains as booking strength normalized post-
holiday/conflict, and higher fuel costs remain a headwind. 
Employment & Wages: Hiring activity is steady, with temp employment showing
more resilience than permanent placement. Wage pressure has softened slightly, and
labor availability is improving, helped by easing immigration policy impacts.
Conversion of temp to perm remains healthy, signaling underlying confidence, but
clients remain selective and strategic in hiring, especially around AI and automation
roles. 
Macro & Policy: State tax receipts rebounded, led by corporate and sales taxes.
Minimum wage hikes across 23 states and D.C. are set to lift base pay further in
2026, mostly inflation-linked but with a few outsized jumps. 
International: China sales surveys remain stuck at weak levels, giving back early-
year progress as both tech and chemicals slow. Europe is also soft, but holding
steady after recent improvement, with most strength in industrials. 
Market Positioning & Sentiment: Hedge funds and long-onlys slightly increased net
exposures, with a tilt back toward defensive sectors after a cyclical push earlier in the
year. Investor sentiment is more bullish on the next 10% move in the S&P 500 (60%
see it higher), but geopolitical/military conflict is still the top risk, followed by inflation.
Oil price expectations are mixed, with a slim majority seeing the next move as higher.

Additional Key takes:

Dental demand: Purchase intent for dental equipment ticked up from cycle lows,
with intraoral scanners seeing the most interest. Dentists are optimistic on patient
base and practice growth, but cite staffing and recession risk as concerns.

Auto aftermarket: Order levels remain solid, especially for maintenance and
failure parts, and promotions are still below normal. Retailer channel is outpacing









 

Evercore ISI Podcasts
 

Evercore ISI’s Weekly Macro and Fundamental
Spotlight: Our 30 Minute (or less) Analyst &
Strategist Podcast
Channel checks point to strengthening chip fundamentals, with broad-based
improvement in demand and pricing across analog and MCU, while AI and
datacenter end-markets remain especially hot. Macro backdrop remains stable with
state tax receipts confirming solid nominal growth, but Middle East policy risk and
supply chain disruptions linger. 

Macro & Policy Framework: State tax receipts are tracking well, supporting a view
of steady nominal growth. However, the two-week ceasefire between Iran and the
West is off to a fragile start, with lingering uncertainty over the Strait of Hormuz and
ongoing negotiation risks. Expect a slow normalization of shipping traffic and only
incremental progress on talks, while Congress returns to a packed agenda including
metals and pharma trade issues. 
Semis & Supply Chain: Analog/MCU demand is improving quarter-over-quarter,
with lead times now stretching as far as 99 weeks and expedite requests on the rise.
Backlogs are building, and allocation is spreading beyond memory into other chip
categories. Multiple rounds of price hikes are coming through-16 companies raised
prices this quarter, including notable moves by TXN, NXP, and IFX. 
AI, Datacenter, and Vertical Markets: AI, datacenter, drones, aerospace/defense,
and robotics are all running red-hot, driving robust chip demand and exacerbating
supply constraints. Memory in particular is being bid away from auto and industrial
users toward AI buyers willing to pay more, with some downstream effects like
product shutdowns in unrelated sectors (e.g., laundromat machines). 
Supply Risks & Geopolitics: Shortages are broadening, with every chipmaker now
seeing at least 1-2 products on allocation. Military demand is getting priority, and
Mideast disruptions remain a wild card-Qatar supplies 35% of global helium for
semis, and there's exposure to precious metals, resin, and energy supply, particularly
in Southeast Asia. Some mitigation is in place (e.g., six months of helium inventory),
but risks are non-trivial. 

Additional Key takes:

Backlog and visibility: OEMs are placing longer-lead orders, and last-minute
requests are increasingly going unfulfilled, suggesting further upside for chip pricing
and margins if demand persists.

Price hikes spreading: Not just a memory story-analog, MCU, and legacy
products are all seeing price increases, with some legacy chips up as much as 85%.
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“comrades & brothers” relations • Beijing’s attempt to leverage Madrid in the EU
carries risks • China fast-tracking efforts to enhance gas supply security • Taipei
leverages energy shock to highlight Beijing’s threat • Strategic composure of Beijing
can withstand Trump’s test   (Neo Wang)

 

Morning Thought:   Treasury yields are modestly higher over the weekend. The
10-year yield is up +2bps at 4.261%. Other major developed global sovereign yields
are mixed. Most are following Treasury yields except for France and Japan. Bitcoin,
the dollar and gold are lower over the weekend, while oil is higher. U.S. credit
spreads were little changed on Friday. Bond investors are increasing their positions
for a steeper yield curve. Asia bonds holdings witnessed the largest outflow in 4
years. This is especially true for India. Foreign travel to Greece surge. China left
lending benchmarks unchanged for the last 11 months. A large earthquake hit the
east coast of Japan, north of Tokyo.   (Stan Shipley)
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Lucky 13: Top of the Market's Mind
"Lucky 13" is more than superstition-April's 13th trading day marked a decisive pivot,
with the S&P 500's March 30 low looking more and more like a springboard for
further gains into 2026. Double-digit EPS growth years have a strong track record
(+13% average return), and hedge unwinds are helping fuel the rally, especially as
AI-centric names in Comm Svcs, Cons Disc, and Info Tech look attractive on
valuation and sentiment resets. Still, don't lose sight of the risk: 13+ weeks of
$4/gallon gas would be a real headwind for stocks and the economy. "Perfection
Amid Chaos" is the theme-MSFT, BKNG, NVDA, and other names with consistent
double beats and high short interest remain favored. 

Hedge Unwind & Technicals: The 13th trading week of 2026 coincided with peak
bearish hedging in both stocks and credit; as the S&P 500 broke through 7,000, a
sharp unwind began-fueling more upside and volatility as bearish positioning gets
squeezed out. 
Earnings Power: 1Q26 earnings season is tracking ~13% growth, reinforcing a
double-digit EPS year ahead. Since 1996, 10 out of 11 years with 10%+ EPS growth
saw the S&P 500 finish higher, averaging +13% returns. 
Geopolitical Reset: Despite this being one of the riskiest macro backdrops in
decades, history shows markets tend to outperform 12 months after peak geopolitical
risk-average +13.6% 12m forward returns post-shock. 
Oil & Gasoline Watch: Sustained $4+ gasoline for 13+ weeks (into July 4) would







US / FED – WALLER SUPPORTS RATE CUTS
LATER THIS YEAR IF THE STRAITS REOPEN
Waller continues to keep the door open for rate cuts later this year, but only if the
Straits situation resolves and inflation resumes its move toward target-so the recent
optimism around US-Iran talks is a subtle but important swing factor. The main risk: if
the Straits remain closed and inflation stays sticky, the Fed is likely to hold rates
steady rather than hike, but the bar for actual easing is now higher and more
conditional on global events. Improved odds of a benign scenario (Straits reopening)
lift the probability of cuts, but the labor market's underlying fragility is increasingly in
focus. 

Fed policy path (scenario-dependent): Rate cuts are still in play for later this year if
supply shocks fade and inflation trends back toward target. Waller is not ready to
move now, preferring to wait for more clarity. If the Straits remain closed and inflation
persists, don't expect hikes, but also don't expect cuts-just a longer hold. 
Labor market dynamics: Waller flags a structural shift-immigration is down,
population is aging, and breakeven job growth is now "close to zero." This means
weak or even negative payrolls may not signal recession the way they used to, but
the labor market is still fragile, with firms hesitant to hire or fire. The risk: a negative
shock could break today's low-hiring, low-firing standoff, leading to sharper job
losses. 
Inflation risk assessment: Waller is increasingly wary of looking through "transitory"
inflation shocks-tariffs first, now oil. He's cautious about repeating the 2021-22
mistake of underestimating persistent price pressures, especially as energy prices
spike post-Iran war. 

Additional Key takes:

Fed's reaction function is more balanced but cautious: Waller's baseline is still
dovish, but he's signaling a higher bar for cuts-he wants to see both inflation
progress and labor market stability before acting.

Labor market "tightrope" is getting riskier: Firms are stuck between not wanting
to lose workers (after past hiring headaches) and not wanting to add headcount in an
uncertain environment. If consumer spending rolls over, job losses could accelerate
quickly.

Headline inflation will likely stay elevated in the near term: Oil and gasoline
are already feeding through to higher inflation prints, complicating the near-term path
for policy easing.

Breakeven payrolls are now "close to zero": Waller is prepping the market for
weaker jobs data not necessarily being a recession signal-so don't overreact to soft
payroll prints in coming months.

Benign scenario odds have improved, but not guaranteed: Recent US-Iran
developments tilt the odds toward a more constructive outlook, but geopolitical risk
remains elevated and could still derail the path to rate cuts.

 

Marco Casiraghi













from 52.2, though still comfortably above recessionary territory. Consumer-facing
sectors are holding up, but there's more nuance under the surface-restaurants and
airlines are bright spots, while retailers and homebuilders are seeing some softness. 

Consumer & Retail Pulse: Retailers lost momentum, pulling back sharply from a
recent high as the post-Easter bump faded. Still, the drop mostly unwinds a
temporary surge, not a fundamental shift. 
Travel & Leisure: Airlines and restaurants are both showing real strength-airlines
rebounded after some TSA and holiday-related noise, and restaurants just posted
their best survey reading in over three years, with QSR and fast casual leading the
way. 
Homebuilders & Housing: Spring is off to a slow start for both public and private
builders. The homebuilders survey fell again, with no sign of a pickup in seasonal
demand. 
Labor Market & Employment Trends: Employment data is stabilizing after last
year's moderation. Temp-to-perm conversions are still happening, but the pace has
slowed. Labor availability is steady, and wage pressure remains low-but companies
are now expecting wage growth to pick up over the next year. 
Industrials & Manufacturing: Industrial activity is picking up, led by capital goods
and chemicals. Orders and pricing are improving, especially for chemicals, and US
multinationals are reporting better sales in Europe. 
China & International: China sales remain soft, with the survey hitting a new low for
the year. Europe is still sluggish but showing slight improvement, mainly due to better
industrial results. 
Investor Sentiment (Flash Survey): Investors are leaning bullish-82% see the next
10% move in the S&P as up, a new high for the survey. Info Tech and Industrials are
the top sector picks, with AI seen as an "emerging but secondary" labor market
driver. 

Additional Key takes:

Retail sales volatility: The sharp drop in retailer survey readings mostly reverses
recent holiday/tax refund-driven strength, not a sign of broad consumer weakness.

Labor market outlook: Wage growth expectations have turned up, with
companies now forecasting a meaningful pickup over the next 12 months (+11% vs.
-3% three months ago).

Industrial recovery: Chemicals and capital goods companies are driving the
improvement in industrial surveys, with Europe benefiting from this uptick.

China drag: China continues to underperform for US multinationals, with little sign
of near-term improvement.

Investor positioning: Broadly constructive on equities, tech, and industrials; most
expect gas prices to stay sub-$4 this summer and see a strong likelihood of a
SpaceX IPO in 2026.

Homebuilder caution: Spring selling season remains muted, with no evidence yet
of a rebound in buyer activity.
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Perfection and The 4 Pillars: The Take From “The
Best 30 Minutes on Wall Street” - April 17, 2026
Path to 7,750 resumes as the rally finds fresh fuel in short covering, oil price relief,
capital markets momentum, and robust earnings-Tech now wears the "Value" crown.
A more concentrated market leadership and persistent macro risks keep the "just buy
everything" mindset in check, but perfection stocks (especially in Tech) are the ones
to own into earnings. 

Monster Short Covering/Hedge Unwinding: A wave of short covering is driving the
latest leg higher, with record short interest across credit, mega-cap tech, and popular
ETFs now unwinding. This is a green light for near-term upside, though it comes with
a side of higher volatility as shorts get squeezed both ways. 
Oil Price Moderation: WTI holding below $90 is calming nerves, and gasoline
futures point to sub-$4/gallon by July if Ed's "rule of thumb" holds. This is a key
macro tailwind as inflation headwinds fade, at least for now. 
Capital Markets Supercycle: M&A is heating up, IPOs are stirring, and while activity
is not at peak levels, the direction of travel is positive. More deals and "generational"
Tech IPOs are a sign of risk appetite returning-still early innings, but the trend is
supportive. 
Earnings Strength: Q1 results are tracking for double-digit EPS growth in 2026,
historically a strong setup for the market. When EPS is +10% or more, the S&P is up
in 10 of the last 11 years, with a typical gain of 13%-enough to justify the 7,750 call. 
Market Breadth & Leadership: Despite the bullish backdrop, advance/decline lines
are lagging, highlighting a market led by a narrower group of Big Tech winners while
defensives underperform. This isn't a classic "everything rallies" tape. 
Perfection Stocks & Short Interest: The real edge this earnings season is with
companies that have delivered "perfect" double beats for 8 straight quarters. These
names, especially those with high short interest, are primed to outperform as shorts
scramble to cover in a tape that's rewarding consistency. 
Tech as Value: Big Tech now trades at its lowest relative P/E to the S&P since the
pandemic, making dependable growers look like value stocks. The "perfection" list is
heavily tilted to Tech-let us know if you want to see it. 

Additional Key takes:

Short Covering Volatility: While short covering is fueling the rally, it's also
increasing volatility-expect choppier trading as positioning normalizes.

Geopolitical Risks: Macro risk remains elevated, particularly on the geopolitical
front. This tempers the "risk-on" mood and argues for selectivity.

Tech's Value Rotation: With Tech now trading at or below pandemic trough
valuations, the sector is attracting both growth and value investors-rare alignment
that could extend leadership.

Capital Markets Still Early: M&A and IPO activity are up but still nowhere near
past peaks. There's room for further acceleration if sentiment keeps improving.

Not a Broad-Based Rally: Market gains are concentrated-stock-picking and
focusing on "perfection" earners is key rather than chasing the index.
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& service revenues were slower in the most recent quarter. • Industrial activity has
improved so far this year and we are seeing signs of better volumes in our Trucking
Cos. Survey.  (Oscar Sloterbeck)
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US – FED COMMS LIKELY TO TACK MORE
HAWKISH AFTER EMPLOYMENT REPORT
 
We are bracing for a hawkish shift in Fed communication following the strong – though volatile –
March employment report.
 
This is because for the time being, the March employment report eases concern that a fragile labor
market might quickly cave in the face of the Iran war shock and allows the Fed to focus for now on
risks to the inflation side of its dual mandate.
 
We are not talking about a crazy hawkish lurch, rather a recalibration in light of a shifting balance of
risks that the Committee knows might shift back the other way.
 
We expect this will take the form of signaling that – provided the labor market does not weaken
abruptly – policy will remain on hold for as long as it takes to check that the oil shock generated by
the war is not contaminating inflation expectations and underlying inflation is heading back to target.
 
We do not think the Fed leadership will explicitly embrace the idea that there is two sided risk to
rates, and it will certainly not suggest there is equal likelihood the next move will be up or down.
 
But it may inch in the direction of nothing is ever ruled out and the Fed would act as needed if the
shock were to destabilize expectations and generate second round effects in wage and price
setting.
 
We think it will continue to point towards a base case in which expectations remain well-behaved,
inflation does head back towards target and when that is validated it will be appropriate to deliver a
final few cuts.
 
And it will continue to note that if the labor market were to crack at any point it remains ready to
respond.
 
So the base case remains good news inflation progress cuts delayed not derailed, while earlier bad
news labor weakness cuts remain possible, just less likely after the March print.
 
Our base case is this hawkish tack will prove to be a phase that will last for a quarter or two and not
ultimately prove to be a marker of where policy is going.
 

















 

Equity Strategy
 

Bull vs. Bear: Top of the Market's Mind
Bull market not over - history and earnings say more upside ahead, but Oil is the
linchpin. Strong post-geopolitical-spike returns, no recession in sight, and select
"Stocks for Stability" and "Dogs of War" at compelling relative value (CRM, XYZ,
NOW, AMZN, ALGN, DIS, MSFT, DHR) are favored if Oil pressure fades by
Memorial Day. 

Wall of Worry: Valuations remain stretched, equity exposure & margin debt
elevated, AI disruption and Tech Credit stress are weighing, and geopolitical risk is as
high as it's been since WWII. 
Geopolitical Crisis = Opportunity: Historically, S&P 500 returns average +13.6%
one year after major geopolitical spikes, with positive outcomes in 10 of 12 instances
once initial volatility subsides. 
Oil as the Decider: WTI July contract must stay below $96.05 - sustained Oil above
the $93-$98 "chokepoint" risks real, lasting damage to stocks and the economy. 
Earnings Strength: Bottoms-up EPS estimates revised higher, now +11% YoY,
supporting the case for more market upside - stocks have rarely declined in years
with double-digit earnings growth. 
Positioning & Sentiment: Contrarian bearishness in stocks, credit, bonds, and gold
(and bullishness in Oil) sets up a potential unwind tailwind if macro risks fade. 
Sector Rotation: Tech and Communication Services remain the only sectors
outperforming since the AI bull market began; recent selloff has left Big Tech at the
lowest P/E relative to the S&P since the pandemic. 
Europe's Relative Strength: Europe outperformed YTD, helped by Energy tilt and
weaker USD, but recent energy price surge and dollar strength have created new
headwinds. 

Additional Key takes:

Recession Watch: Despite 42% of survey respondents expecting a U.S.
recession in 2026, economic data and earnings revisions argue against it; Krishna
Guha projects 2.2% U.S. GDP growth for 2026.

Fed & Rates: Fed unlikely to hike; long-end yields remain rangebound - neither
seen as a catalyst for a bear market.

Energy Market Dynamics: Persistent $4/gal gasoline and structurally higher Oil
threaten consumer and market stability; Middle East situation remains fluid, and any
U.S. withdrawal from NATO or further escalation would be bearish for risk assets.

Tech Value Proposition: Many "Dogs of War" are Tech names now trading at P/E
troughs vs. the S&P, supporting the case for renewed leadership if macro headwinds
ease.

Capital Markets: Delayed, not derailed - marquee IPOs and mega-deals signal
robust capital markets activity once volatility abates.





availability, while tighter, is still better than normal. 
Auto Dealers: Sales rebounded into March, especially for used vehicles, which are
seeing strong demand as consumers trade down. Financing is tightening but not
locking out buyers; more are deferring maintenance and repairs, and inventories
have shifted from "too low" to "a little too high." 
Retailers: Sales jumped into the holiday week, with both discretionary and staples
categories seeing a lift. Pricing power slipped, but the consumer remains active,
shopping for value and deals. Tax refunds and better weather have helped, but
normalization likely follows the holiday pop. 
Restaurants: Sales remain choppy but improved vs. last year. Consumers are
selective, focusing on value and events. Higher gas prices and Middle East conflict
remain overhangs, but overall tone is firmer than much of 2025. 
Consumer Staples: Sales have increased off early-year lows, though pricing power
is still challenged as customers trade down to value options. The COVID-era strength
in pricing is largely gone. 
Wine & Spirits: Sales moderated slightly but remain above trend. Product mix is
tilting a bit more toward discount, reversing the premium move seen in late 2025. 
Housing Market/Prices: House price survey ticked higher, especially in suburban
and rural markets. Inventory is still a constraint, and agents expect demand to
improve once mortgage rates fall to the 5-5.5% range. Contract fall-throughs are
elevated but improving, and sellers have gained the upper hand in both new and
existing homes. 
Apartment Rents: Rents and occupancy are stable to slightly up, with California
strongest and Southeast/Southwest weakest. "Move out to buy" remains below
normal, and new supply is a growing headwind for rent growth. 
Commercial Real Estate: Sales moderated in March after a solid run. Retail and
premium locations are holding up, but office remains tough outside NYC. The macro
backdrop and energy price volatility are adding uncertainty. 
Employment & Staffing: Employment surveys are stabilizing, with temp hiring
steady and perm placement still soft. Conversion of temps to full-time is solid, and
wage pressure is muted. Clients are cautious, especially in manufacturing, but IT and
consumer sectors are holding up. AI is not yet a major driver of new hiring demand. 
Hedge Fund/Asset Manager Positioning: Net equity exposure ticked up, with
increased allocations to energy, healthcare, materials, and financials. Long-only
managers have shifted toward defensives after leaning into cyclicals in early 2026.
Bond managers' duration is steady, with credit exposure unchanged. 
China & Europe Sales: China sales survey remains weak and flat, giving back early-
2025 gains as tech and chemicals slow. Europe is holding steady but at low levels,
with industrials-heavy exposure. Manufacturing momentum is lacking in both regions.
Manufacturing & Chemicals: Manufacturing pulled back, especially on the domestic
side, and pricing power is soft. Chemical orders are steady but at very low levels, with
recent improvement likely driven by prebuying after last year's inventory rundown. 

Additional Key takes:

Front-End vs. Back-End: Front-end companies (retailers, auto dealers) improved,





our research. Our asset management and investing businesses may make investment decisions that
are inconsistent with the recommendations or views expressed in our research.
 
Our research is not an offer to sell or the solicitation of an offer to buy any security in any jurisdiction
where such an offer or solicitation would be illegal. It does not constitute a personal recommendation
or take into account the particular investment objectives, financial situations, or needs of individual
clients. Clients should consider whether any advice or recommendation in our research is suitable for
their particular circumstances and, if appropriate, seek professional advice, including tax advice.
 
All research reports are disseminated and available to all clients simultaneously. This material or any
research report is provided to Evercore ISI clients only and may not be, in whole or in part, or in any
form or manner (i) copied, forwarded, distributed, shared, or made available to third parties, including
as input to, or in connection with, any artificial intelligence or machine learning model; (ii) modified or
otherwise used to create derivative works; or (iii) used to train or otherwise develop a generative
artificial intelligence or machine learning model, without the express written consent of Evercore ISI.
Receipt and review of this material constitutes your agreement with the aforementioned limitations in
use.
 
E-mail communications may contain viruses or other defects, and Evercore ISI does not accept
liability for any such virus or defect, nor does Evercore ISI warrant that e-mail communications are
virus or defect free.
 
If you no longer wish to receive emails relating to this subject matter, please contact your Evercore ISI
contact/account representative or send your request to EVRISI_EmailPreferences@Evercore.com.
 
The information contained in this email message is intended only for use of the individual or entity
named above. If the reader of this message is not the intended recipient, or the employee or agent
responsible to deliver it to the intended recipient, you are hereby notified that any dissemination,
distribution or copying of this communication is strictly prohibited. If you have received this
communication in error, please immediately notify us by email, and destroy the original message.
 
The information contained in this email and any attachment, including the names and email address
of any and all recipients, is subject to Evercore’s GDPR Privacy Notice, the full context of which can
be found here: https://www.evercore.com/global-privacy-notice/.
 





 
 
 
 

Macro Research Today
Economics & Central Banking Strategy

IRAN DEAL, OIL AND US / GLOBAL RATES
Oil prices have dipped significantly, falling below many year-end forecasts, influenced
by the recent US-Iran deal. This interim agreement has led to a drop in Brent futures,
which fell $4 to $83, indicating a shift in market dynamics. While geopolitical risks
remain, there is a prevailing sentiment that major parties are disinclined to return to
conflict, supporting market stability. 

Impact on Inflation and Rates: The decline in oil prices is expected to ease
inflationary pressures, which has potential implications for central bank policies,
particularly ahead of the upcoming FOMC meeting. 
US Rate Outlook: Despite the drop in oil prices, uncertainty remains surrounding
underlying inflation dynamics, which could potentially lead the Fed to maintain or
increase rates if inflation doesn't stabilize. 
Bank of Japan and Future Hikes: The recent developments may give the BoJ room
to maintain a cautiously hawkish stance, potentially supporting further rate increases
in the near term. 
European Central Bank Challenges: The revision of oil price forecasts to a lower
trajectory challenges the ECB's previous assumptions, suggesting that further hikes
may not be as imminent as previously thought. 
Bank of England Dynamics: For the BoE, the current economic conditions, marked
by significant headwinds, make an immediate rate hike seem unlikely, though hot
inflation expectations remain a concern. 

Additional Key Takes:

Oil Price Dynamics: Market conditions suggest a reduced likelihood of inflation
spikes from energy prices, affecting central bank calculations.

Surveys and Expectations: Consumer inflation expectations may begin to
moderate, reflecting changes in commodity prices.

Future Monitoring: Both the ECB and BoE will need to carefully assess macro
conditions before proceeding with any decisions on hikes.

Krishna Guha
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UK POLITICS – PREPARING FOR A BURNHAM
GOVERNMENT

Keir Starmer has bowed to the inevitable and promised to step down as UK PM and Labour party
leader, paving the way for Andy Burnham to become PM.

With potential rival Wes Streeting backing Burnham it looks as if Burnham may well avoid a
leadership contest and simply be crowned party head and PM, though at the time of writing there is
still some chance Al Carns might try to gather enough support to run against him.

In theory a contest would be a moment to surface and test policy ideas, which would require
Burnham to flesh out his as yet vague agenda for government. In practice it would just as likely to
lead to an auction of promises to win the support of party members, so for the market a coronation
is probably no bad thing.

UK politics has been structurally unstable ever since Brexit, with old political coalitions fractured and
weak growth, squeezed public finances and the buffeting actions of the US and other world powers
fueling public discontent – giving rise to a run of short-lived prime ministerships of the kind we
traditionally associated more with Italy than the UK.

It is far from clear that Burnham – a popular former mayor – has the answer to these structural
challenges.

Markets worry about a lurch to the left from the relative managerialism of Starmer and Reeves (who
actually did step up public investment and taxes substantially.)

With the first budget probably unlikely before November, the choice of the next Chancellor and his /
her early comments on the government’s fiscal rules and policy intentions will be a key signal to
markets.

Some (particularly international) investors worry about a second Liz Truss episode. We think that
risk is low.

We worry less about a deliberate decision to blow out the deficit and more about a reliance on more
taxes to fund additional public spending that will further dampen growth and likely in the end
disappoint on revenues and therefore the deficit too.

More on the picks below.

Krishna Guha
202-872-5260
Krishna.Guha@evercoreisi.com
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intervention is increasing. Kevin Warsh nomination hearings may start by mid-April.    (Stan
Shipley)
 
Stan Shipley, stan.shipley@evercoreisi.com  212-446-9474
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IRAN / UK – HIGH RISK OF RECESSION, BOE
NOT HELPING
UK recession risk is sharply rising as the Iran war energy shock collides with an
already fragile backdrop, while the Bank of England's approach is doing little to
reassure markets or anchor expectations. UK stands out as the most exposed among
major economies, with labor market weakness, a hefty terms of trade hit, and the
most aggressive tightening in financial conditions. The core message: the market is
overestimating the scope for sustained BoE hikes, and the real debate is about how
quickly the cycle will reverse. 

Recession Risk & Labor Market: A move to 5.5%+ unemployment looks almost
inevitable, and the UK is flirting with both the US and UK technical definitions of
recession. Even before the latest shock, the economy was teetering, and now the
odds of two negative quarters are high. 
Policy Missteps & Communication: The BoE's hawkish March pivot amplified rate
hike bets at exactly the wrong time, ignoring the need to "look through" one-off
energy shocks if expectations can be managed. Mixed signals since have only
muddied the waters, with no clear collective reaction function. 
Inflation Dynamics: Headline inflation is set to spike back to the high 3s/4% zone,
but the underlying setup is less threatening than 2022: supply chains are normal, the
labor market is loose, and pent-up demand is gone. This should cap core inflation
pressure, especially as slack widens. 
Structural Challenges: The Bank's governance and communication model are not fit
for purpose in a crisis: too much focus on individual voices, not enough on a unified
policy stance. The "median voter" model leads to stale, fragmented messaging and
undermines market confidence. 

Additional Key takes:

Market pricing: The market is mispricing the policy path-odds of a string of
sustained hikes are low. If anything, expect a stunted hiking cycle halted by labor
weakness and then reversed as slack mounts.

BoE's dilemma: While a hike or two might be needed to stabilize expectations,
there's little justification for 3-4 hikes unless inflation expectations really deteriorate.
Any tightening should be clearly justified and communicated as a one-off signal, not
the start of a cycle.





likely too low after a cautious guide, while AS is poised for a breakout year with
Salomon. PHM stands out among builders for its focus on higher-end buyers and
capital return.

Auto/Aftermarket: AN and ORLY both benefit if consumers and rates stabilize.
ORLY's defensive profile and guidance already bake in most risks, while AN would
see sentiment and multiples recover with better SAAR and AI-driven efficiency gains.

Beverages: BUD, KO, and STZ are all gaining share and have levers for multiple
expansion, with BUD and KO especially exposed to a weaker dollar and global
demand.

Restaurants: YUM and EAT offer strong earnings growth and capital return, with
Taco Bell and Chili's both well-positioned for continued momentum.

Travel/Lodging: DAL, UAL, CPA, ALGT, MAR, and RHP stand to benefit as travel
demand remains robust and could accelerate if geopolitical and oil risks fade. MAR's
fee growth levers are underappreciated.

Energy: HAL, BKR, and SLB are best positioned among oilfield services for a
rebound as the sector shifts from deflationary pressures to supply security and
inventory normalization.

Fintech/Payments: AFRM, ADYEN-NL, CHYM, TOST, and XYZ are all trading at
steep discounts on macro fear, but underlying trends are solid; stabilization should
drive rerating, particularly for those with AI leverage or international exposure.

Insurance & Financials: CBRG (post-merger) and MS are both flagged for
valuation upside and capital return potential, with MS also a beneficiary of bank
deregulation and a less rate-sensitive revenue mix.

Banks & Specialty Finance: HBAN, PNFP, and ALLY all offer idiosyncratic value
stories, with conservative estimates and discounted multiples more than pricing in
current risks.

Healthcare: ALGN, CRL, ELAN, MDGL, BBIO, NBIX, ZBIO, BSX, DHR, ILMN are
all positioned to accelerate with macro stability, funding recovery, or product
catalysts. ALGN and CRL in particular are set for margin and revenue inflection.

Industrials/Machinery: CAT's multi-year backlog and structurally higher energy
prices support strong earnings visibility. UNP and CHRW both offer "heads you win,
tails you win" setups on M&A or operational execution, with CHRW's AI-driven moat
underappreciated.

European Industrials: ENR GY and SIE GY are deeply discounted on Europe
fears, but a macro turn would bring focus back to structural grid, power, and
automation demand, supporting re-rating.

Utilities/Power: NRG and TLN are levered to incremental power demand and
have double-digit FCF yields, with upside as hyperscalers lock in supply.

Real Estate: CBRE stands out for mid-teens EPS growth and attractive valuation
post-AI narrative dislocation.

Tech/Hardware/Semis: APH, STX, AAPL, ON, MCHP, NXPI all benefit from
stable rates, AI demand, and sector-specific catalysts. APH and STX are especially
leveraged to AI infrastructure and hyperscale storage, while AAPL is insulated by
services and currency stability.

Internet/Media: AMZN, BKNG, EXPE, UBER, DIS, FWONK are all high-quality,
dislocated leaders with valuation support and idiosyncratic growth levers. AMZN and
UBER both have margin and FCF inflection potential, while DIS and FWONK would
benefit from easing macro/geopolitical headwinds.

Software/Cybersecurity: MSFT, SNOW, CRM, NOW, and PANW are the
preferred "scaffolding" and platform plays, with AI demand, scale, and security/trust
as key differentiators. PANW's end-to-end AI security moat is only getting stronger
with recent deals.

Bottom line: The market's braced for more pain, but the real surprise could be a return to
stability - and this basket of names is where the upside lives if that plays out.
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Bear Market/Bear Trap – The Dogs of War: The
Take From “The Best 30 Minutes on Wall Street”
- Mar 27, 2026
Geopolitical risk is at a decade high and this remains one of the riskiest moments of
the 21st century, yet stocks are rangebound as investors have loaded up on hedges
across equity, credit, oil, yields, and even gold. “Dogs of War” names (NVDA, AMZN,
CRM, XYZ, BAX, NFLX, ACN, CMCSA, AJG) are trading at or below pandemic
trough valuations, with bottoming signals emerging in distressed sectors. Any
volatility tied to escalation or negotiation impasse is seen as a patient buying
opportunity, especially in those names. 

Geopolitical & Macro Landscape: Geopolitical “highs” have been steadily rising,
with this week ranking among the most fraught in recent memory. Despite this, the
VIX hasn’t broken above recent highs and credit stress is contained—suggesting
markets are bracing for impact but not in panic mode. 
Valuation & Hedging: Indices have been rangebound for seven months, moderating
valuations even as earnings remain robust. At 21.7x on $304e, the market is still “top
decile” expensive, but options activity and client conversations reveal investors are
more hedged than in any recent crisis, including the pandemic and GFC. 
Energy as the Swing Factor: Oil remains the key swing factor. Sustained WTI
above $90/bbl and gasoline above $4/gallon are seen as the “danger zone” for both
markets and the economy. Relief is needed by the start of the summer driving season
(May 25) to avoid stagflation echoes of 2022 or recessionary echoes of 2008. 
“Dogs of War” & Tactical Playbook: Some high-profile stocks—dubbed “Dogs of
War”—have compressed to valuations not seen since the COVID-19 bottom, despite
still-strong earnings and resilience in software and alternative asset managers.
History suggests March/April is a pivot window, and downside from military escalation
or failed negotiations should be viewed as a window to accumulate these names,
rather than a reason to panic. 

Additional Key takes:

Unprecedented Hedging: Aggregate hedging across all major asset classes is at
levels not seen in any previous crisis, reflecting both anxiety and preparedness.

Market Structure: Despite lower lows in indices, volatility measures aren’t
confirming a new panic, and certain sectors (software, alt asset managers) remain
above their February troughs.

Policy & Event Watch: The market is discounting political signaling (e.g., Trump-
Xi rescheduling) and focusing more on hardline stances from Iran and energy market
developments.

Pivotal Timing: Historically, major market turns—both highs and lows—occur in









Airlines & Travel: Airlines Survey held steady at elevated levels (72.5), reflecting
robust demand and pricing, even with higher fuel costs. International travel is
particularly strong, and premium cabins are outperforming. Tax refunds and
anticipation of higher fares are pulling demand forward. 
Shipping & Trucking: Shipping ticked down for a third week as oil market
uncertainty weighs, despite tanker pricing strength. Trucking is stuck in the low 40s—
better than late last year, but still soft, with LTL and TL both seeing little improvement.
Homebuilders & Housing: Homebuilder Survey moved down again, with Spring
selling described as “a little slow.” Promotions are up, but labor availability has
improved. Mortgage access is easier, but cancellation rates are creeping higher and
inventory has normalized from last summer’s highs. 
Auto Dealers & Aftermarket: Auto Dealers Survey rose for a fourth straight week as
new and especially used vehicle sales improved. Lower-priced used vehicles are in
high demand. Auto Aftermarket orders are stable at solid levels, with promotions still
below normal. 
Retail & Consumer: Retailers Sales Survey pulled back sharply after recent
strength, with broad moderation across contacts. Consumer Staples and Restaurants
are holding up, but pricing power remains challenged as trade-down behavior
persists. 
Employment & Temp Staffing: Employment Cos. Survey improved slightly, with
temp hiring outpacing perm placement. Wage pressure is easing, and conversion
from temp to perm remains healthy, suggesting some underlying labor market
confidence. AI and automation impacts are still more talk than action for most clients. 
Real Estate & Housing Market: Apartment rents and traffic are inching up, but
“move out to buy” remains below normal. House price growth is steady, but inventory
remains tight and contract fall-throughs are above normal. Commission rates are
trending down, especially for buyers’ agents. 
Macro & Investment Manager Positioning: Hedge fund net exposure is stable, with
a recent tilt toward energy, healthcare, materials, and financials. Institutional equity
managers have shifted from cyclicals to defensives this month. Bond managers have
trimmed duration slightly as bullishness ticks up. 
China & Europe Sales: China Sales Survey remains weak at 31.9, giving back
early-year gains. Europe is steady but still soft at 35.3, with some recent
improvement in industrials and cap goods. 

Additional Key takes:

Airline demand: Still running hot, with consumers booking early and shifting
destinations/carriers as needed. Premium outperforms economy.

Homebuilder labor: Labor availability is easier than late last year, and wage
growth is moderating, even as immigration policy impacts fade.

Retail/Consumer pricing: Trade-down to private label and smaller packs
continues; pricing power remains subdued outside a few categories.

Auto dealers financing: Credit availability for new car buyers is still a headwind,
with more customers unable to secure loans. Dealers see 4.5% as the “unlock” rate
for pent-up demand.

Employment market: Temp-to-perm conversions remain strong, signaling
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Morning Thought: Inflation is again the key macro theme today. The large
increase for May’s U.S. CPI was highlighted in the press. But fixed income market
recognized the downside surprise to the core CPI was favorable and more important.
Today’s headline PPI release should be elevated, but the core PPI should not be as
favorable as the core CPI was. Furthermore, unemployment claims likely fell after
jumping higher last week. Finally, there is a 30-year Treasury auction. Yesterday’s
10-year Treasury auction was solid with yields over 4.5% and we graded it a ‘B+‘.
This contrasts with many subpar auctions over the past two months.    (Stan Shipley)

 

Utilities Cos. Survey: Capex Plans Hold Steady At Its All-Time High:   (Oscar
Sloterbeck)

 

Limousine Cos. Survey Improves:   (Oscar Sloterbeck)

 

Evercore ISI Hedge Fund Survey:   (James Walsh)
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FED VS ECB THEORY OF HIKES – FED
HIGHER BAR, BUT MIN 2-3 HIKES IF HURDLE
MET
Central banks are set to diverge in their approaches to interest rate hikes, with the
ECB likely to be more aggressive than the Fed given current economic headwinds.
The ECB aims for gradual hikes, while the Fed is maintaining a higher threshold
before making moves, indicative of their differing stances on inflation control and
growth risks. 

Rate Hike Strategies: The ECB is prepared for modest hikes aimed at signaling
commitment to inflation control, largely through short-term expectations. This
contrasts starkly with the Fed, which is setting the stage for more substantial
increases to create tangible policy restraint. 
Economic Conditions: Despite a more favorable growth outlook in the U.S., the
Fed's current modestly restrictive position implies a cautious approach. This is


