
The first quarter of 2026 can be summed up in one word ‘exhausting.’ We witnessed a clear shift in market 
leadership and a more fragile macro backdrop. After several years of U.S. dominance, capital rotated away from 
U.S. equities into cheaper international markets as growth expectations improved abroad. At the same time, U.S. 
markets, particularly growth and technology, faced pressure from rising real interest rates. Inflation proved 
stickier than expected across major economies, forcing central banks to signal a slower path to rate cuts, which 
weighed on equity multiples. Oil prices rallied on fears of a sustained Middle East conflict. Overall, the quarter 
reflected a shift to a more selective, macro-sensitive, environment.

Value stocks significantly outperformed Growth globally. US equities lagged their global peers on account of 
elevated starting valuation and tech concentration.  Stronger returns abroad were driven by lower valuations, 
improving earnings expectations, and a weaker dollar. Markets are functioning rationally. 

The elephant in the room this quarter is Iran. It is our belief that holding the world hostage via the Straight of 
Hormuz an unsustainable task. This will be resolved. A solution will emerge, oil prices will fall as will inflation. 
Stocks will rally. It is our job to stress ‘it’s not different this time.’ We have seen this before. The NASDAQ 
plummeted 35% in 2022 and quickly reversed course. Likewise, in the April Tariff Tantrum. The charts below 
detail this nicely.
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Portfolio Positioning 

We continue to employ discipline, mindful of the global investment landscape. This meant lagging when investors 
clamored around technology names despite the valuations. Now, high-quality international companies are coming 
to notice. We believe there is a lot to like in this market.  

Ignoring the hyperbole of the media, underlying fundamentals remain solid. S&P 500 has delivered four 
consecutive quarters of double-digit earnings growth. Corporate revenues and profits remain strong, and balance 
sheets are healthy. Valuations appear reasonable, and interest rates, while elevated, remain manageable. 
Therefore, we enter the second quarter with positive sentiment. A neutral to slightly aggressive weight to equities 
is appropriate. Iran will pass and new all-time highs will materialize.  

We look forward to connecting soon.  

-Fountainhead Financial, LLC. 


