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How does the S&P 500 perform when the Fed starts hiking?
Meanwhile, bond yields are rising across major markets. Each week, the Syz 
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Chart #1

S&P 500 returns around the start of Fed 
hiking cycles
Drawing on the last seven tightening cycles, Goldman Sachs 
observes that the S&P 500 typically has a difficult start, 
losing an average of 2% over the first three months.

This slump rarely lasts long. The index then rises by an 
average of 9% over the following twelve months. 2022 was 
the painful exception. Earnings growth ultimately sets the 
market’s direction, but the speed and volatility of the move in 
rates can weigh heavily on equities along the way.

Source: Goldman Sachs

Chart #2

Global bond yields at multi-decade highs
Every major government bond market is under pressure at 
the same time. Japan’s 10-year yield has just reached 3% 
for the first time this century, while US yields stand at their 
highest since 2007, UK yields since 2008, and German 
yields since 2011.

Source: Bloomberg, Kurtsalrichter

Chart #3

The historic relationship between gold 
and US real yields has broken down
This is one of the most striking macroeconomic diver-
gences in today’s markets. Gold’s long-standing link 
to US real yields has come apart. Since Western gov-
ernments froze Russia’s reserves, central banks have 
increasingly treated gold as politically neutral reserve 
collateral.  Real yields, meanwhile, are moving towards 
levels the US fiscal position can barely absorb. At this 
level of debt, real rates that stay higher for longer are 
more than merely restrictive, they represent a growing 
solvency risk.

This divergence is reflected in current market levels, with 
gold trading near $4,400 while 10-year real yields stand 
at around 2.5%.

Source: Tavi Costa

Chart #4

Gold rate hikes have some good 
historical news for investors
Historically, gold has tended to strengthen after the Fed’s 
first rate hike, with the strongest gains occurring in the 
following six months.

Source: Katusa Research, @sentimentrader
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Chart #5

Tanker earnings exceed $1 million a day 
on benchmark
For the first time, the cost of chartering an oil tanker on 
the industry’s benchmark route from the Middle East to 
the Far East has passed $1 million a day. A year ago, the 
same voyage earned less than $100,000 a day.

 
Source: Javier Blas, Bloomberg

Chart #6

S&P 500 price vs. valuation
What explains the resilience of the S&P 500? 
Exceptionally strong earnings growth. 

Geopolitical shocks and persistent uncertainty, which 
have pushed oil prices and bond yields higher, have 
nonetheless triggered a valuation reset of the kind 
normally seen in a bear market. The index’s P/E multiple 
has compressed from 23x at the end of 2024 to roughly 
19x today. The headline index looks resilient, yet beneath 
the surface uncertainty is already being priced in through 
lower valuations.

Source: Bastien Chenivesse, Bloomberg

Chart #7

62% of the entire S&P 500 index’s 
expected EPS growth comes from one 
industry
The five largest companies now represent a record 27% 
of expected S&P 500 earnings over the next 12 months. 
More striking still, semiconductors and semiconductor 
equipment are forecast to deliver 9.6 percentage points 
of the 15.4% consensus EPS growth expected for the 
S&P 500 in 2027. In other words, a single industry 
accounts for 62% of the index’s entire expected EPS 
growth.

None of this implies that the semiconductor forecasts 
are wrong. It does mean the margin for error is narrowing: 
the companies carrying earnings growth have to keep 
delivering, while elevated inflation prevents the discount 
rate from offering any relief.

BofA also expects Hyperscalers capex growth to 
decelerate from more than 90% in 2026 to around 35% 
in 2027. That is still a very high rate, but the acceleration 
phase is fading just as the index becomes unusually 
dependent on semiconductor earnings.

Source: TME, BofA
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