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SUMMARY

See content within for additional information on the summary items discussed above

Charts and graph depicted in this presentation are for educational purposes only. Investors cannot invest in a market index 
directly, and the performance of an index does not represent any actual transactions.  The performance of an index does not 
include the deduction of various fees and expenses which would lower returns. 

•	 The temporary U.S.–China tariff suspension is a clear step forward, lowering 
effective tariff rates to more manageable levels. But uncertainty remains, especially 
for small businesses and the direction of future negotiations. Sentiment-based 
“soft” data continues to fall sharply, while hard economic indicators remain 
resilient.

•	 With inflation easing but still above target, and trade tensions cooling, the Fed has 
little urgency to cut rates. Following the U.S.–China tariff pause, July rate cut odds 
dropped sharply—reinforcing the Fed’s wait-and-see approach.

•	 Bullish technical signals are stacking up. A rare Zweig Breadth Thrust, a 50% S&P 
500 retracement, and a historic drop in Wall Street’s Fear index all point to broad-
based buying and improving market sentiment. Historically, these patterns have 
preceded strong gains over the next 6 to 12 months.

•	 macrocast™ is still not indicating signs of a recessionary market decline. Our 
microcast™ signal is at neutral, after briefly moving to a defensive stance in late 
April. Both tactical risk models remain flexible and ready to adjust as conditions 
evolve.
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TARIFF LANDSCAPE IMPROVES

Trade developments have improved since our last update. No formal deals have been 
signed yet, but momentum is clearly building. The recent U.S.–U.K. agreement was a 
positive step, though limited in impact given the U.S. runs a trade surplus with Britain.

Far more significant are the developments between the U.S. and China. Over the 
weekend, both sides agreed to suspend the 100%+ tariffs for 90 days—a move that, in 
our opinion, is unlikely to be reversed. As part of the deal, reciprocal tariffs will drop from 
125% to 10%, while the 20% duties on fentanyl-linked imports remain. That leaves the 
effective tariff rate on Chinese goods around 30%—still high, but far more manageable. 
And with final talks ongoing, that rate could fall even further.

Yet uncertainty still hangs over the outcome. What will the final tariff rate be? And what 
about small businesses that depend on Chinese imports but lack the scale to pivot to 
lower-cost countries like Vietnam? For them, even a “manageable” 30% rate could be 
challenging. Fitch estimates that with China tariffs near 30%, the overall effective tariff 
across all U.S. imports would rise to around 13%—the highest level since the 1940s (chart 
from LPL):
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THE FED HOLDS STEADY 

The uncertainty shows up most clearly in the gap between “soft” data—like business 
surveys and consumer confidence—and “hard” data that reflects actual economic activity, 
such as retail sales, jobs, and housing (chart from Goldman Sachs):

The split is clear: soft data reflects collapsing sentiment, but the hard data still looks 
solid. The risk with negative sentiment is that it can become self-fulfilling—if enough 
businesses and consumers pull back on spending, the economy eventually follows. But 
markets have seen this play out before. In 2022, similar fears didn’t pan out, and traders 
aren’t likely to price in a downturn until pessimistic sentiment actually translates into 
weakening economic activity. This marks a shift from past cycles, when soft data often led. 
Today, these surveys carry less weight with market participants.

Hard data is likely to lag in the coming months. Many firms front-loaded activity in Q1 to 
get ahead of tariffs, and the sharp drop in trade with China since April has created an air 
pocket. Despite this, investors may look past weaker data if trade negotiations continue 
to lead to resolutions that further reduce economic uncertainty and bolster market 
sentiment.

In short, it’s still a messy backdrop for capital spending and long-term planning. But the 
economy is on firmer ground today than it was just over a month ago.

As expected, the Federal Reserve kept rates steady at last week’s meeting. The decision 
was based on two factors. First, while growth has cooled, the data is still “good enough.” 
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TECHNICAL SIGNALS ALIGN  
FOR FURTHER MARKET UPSIDE

Second, the Fed remains wary of tariffs’ potential to stoke inflation. Recent developments 
may offer some reassurance, but policymakers appear inclined to wait and see. Their 
stance is notably different from the first Trump term, when inflation stayed below the 2% 
target for much of the time. Today, inflation remains above target—and the Fed knows it 
has less room to maneuver than it did pre-pandemic.

Even so, expectations for a July rate cut had been rising over the past month. As of last 
week, Fed Funds futures were pricing in a 56% chance of a 25 basis point (0.25%) cut and 
a 22% chance of a 50 basis point (0.50%) move. However, following the U.S.–China tariff 
announcement, those odds fell sharply. The market now sees almost no chance of a 50 bp 
cut, and just a 33% chance of a 25 bp cut (chart from FactSet): 

Since the April lows, several bullish price signals have emerged—signals that, historically, 
point to solid gains 6 and 12 months out. First, and most notably, the market just 
triggered a Zweig Breadth Thrust, a rare and powerful indicator. 

The signal, named after market analyst Martin Zweig, tracks market breadth by measuring 
the percentage of advancing securities on the New York Stock Exchange (NYSE) and 
flags a sudden surge in participation. Specifically, it registers when the 10-day average of 
advancing stocks jumps from below 40% to above 61.5% in fewer than 10 trading days. 
That kind of move signals broad, aggressive buying—not just strength in a few names, 
but across the board.
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Historically, stocks did quite well in the year following a Zweig Breadth Thrust (table from 
SubuTrade):

Second, the S&P 500 has now recouped more than half of its losses since February. 
Historically, when a market nearing or entering bear territory retraces 50% of its decline, 
the rally is viewed as more durable. In every past case, the index was higher one year later. 
(table from Carson Group):
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Finally, the VIX—Wall Street’s fear gauge—has plunged since the initial tariff shock, 
dropping from 45 to just under 23. That marks the second-largest four-week decline 
on record. Historically, sharp pullbacks in the VIX have been followed by mostly higher 
returns over the next year. The one major exception came after 1998, when the dot-com 
bubble burst years later and dragged long-term performance lower.

The market’s continued strength since our last update reinforces a key message: 
disciplined portfolio construction and steady exposure to risk remain essential, even in 
uncertain times. Blending tactical strategies with fully invested active solutions offers a 
balanced approach—managing risk systematically while keeping portfolios positioned for 
long-term growth.

In summary, the pause in the worst of the U.S.–China tariffs is a welcome move—one 
that lowers recession risks and gives the economy some breathing room. While soft data 
remains weak, it hasn’t yet spilled into hard data. The trade truce also buys the Fed more 
time to gauge the path of inflation. At the same time, technical signals are turning bullish: 
a rare Zweig Breadth Thrust, a 50% retracement in the S&P 500, and a historic collapse in 
volatility. Taken together, these indicators point to the potential for more upside ahead.
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IMPORTANT DISCLOSURES
Corbett Road Capital Management, LLC (“Corbett Road”) is a federally registered investment advisor with the Securities 
Exchange Commission (“SEC”) and has been in business since 2019. Registration with the SEC does not imply their approval or 
endorsement of any service provided by Corbett Road. This presentation contains information based on the views of Corbett 
Road.  Other organizations or persons may analyze investments and the approach to investing from a different perspective 
than that reflected in this presentation.  Nothing included herein is intended to infer that the approach to investing discussed 
in this presentation will assure any particular investment results.

Nothing in this presentation is to be considered investment advice and should not be relied upon as the basis for entering 
any transaction or advisory relationship or making any investment decision.  All investments involve the risk of loss, including 
the loss of principal.  Performance information included on this presentation is solely to demonstrate the potential benefits 
historically associated, with commercial asset classes. Past performance is not an indicator of future results.

Charts and graph depicted in this presentation are for educational purposes only. Investors cannot invest in a market index 
directly, and the performance of an index does not represent any actual transactions.  The performance of an index does not 
include the deduction of various fees and expenses which would lower returns. Advisory fees charged to Corbett Road clients, 
whether directly or indirectly through an ETF, are described in Corbett Road’s Form ADV Part 2A and Form CRS, available at 
https://adviserinfo.sec.gov/firm/summary/305063. Past performance is no guarantee of future results.

The presentation includes data, graphs, charts, or other material reflecting the performance of a security, an index, an 
investment vehicle, a composite or other instrument over time (“Performance Material”).  Past performance, and any 
performance reflected in Performance Material, is not an indication of future results. 

All information is based on sources deemed reliable, but no warranty or guarantee is made as to its accuracy or completeness. 
macrocast™ and microcast™ are proprietary indexes used by Corbett Road Capital Management to help assist in the 
investment decision-making process. Neither the information provided by macrocast™ or microcast™ nor any opinion 
expressed herein considers any investor’s individual circumstances nor should it be treated as personalized advice. Individual 
investors should consult with a financial professional before engaging in any transaction or strategy. The phrase “the market” 
refers to the S&P 500 Total Return Index unless otherwise stated. The phrase “risk assets” refers to equities, REITs, high yield 
bonds, and other high volatility securities.

Use of Indicators 
Corbett Road’s quantitative models utilize a variety of factors to analyze trends in economic conditions and the stock market to 
determine asset and sector allocations that help us gauge market movements in the short- and intermediate term. There is no 
guarantee that these models or any of the factors used by these models will result in favorable performance returns.  

Individual stocks are shown to illustrate market trends and are not included as securities owned by CRCM. Any names held by 
CRCM is coincidental. To be considered for investment by CRCM, a security must pass the Firm’s fundamental review process, 
meet certain internal guidelines, and fit within the parameters of the Firm’s quantitative models.
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