
 

 
Weekly Market Perspectives 
April 6, 2026      

Q1 Review and Q2 Outlook: Staying Focused Amid a 
Changing Market Environment 
 
Major U.S. stock averages climbed higher in the holiday-shortened week, snapping 
five consecutive weeks of losses. The conflict in Iran continued to dominate market 
sentiment last week, with some investor optimism for a potential off-ramp in the 
violence helping lift stocks. This week, several economic releases will help 
investors better gauge how the conflict in the Middle East is shaping activity, 
inflation and sentiment here at home.         
 
Last week in review: 

• The S&P 500 Index gained +3.4%, while the NASDAQ Composite climbed 
+4.5%. 

• The Dow Jones Industrial Average rose +3.0%. The Russell 2000 Index 
gained +3.3%. 

• U.S. Treasury yields dipped lower, the U.S. Dollar Index finished marginally 
lower, Gold moved higher after four straight weeks of losses, and West 
Texas Intermediate (WTI) crude rose by double-digits and settled at its 
highest level since mid-2022. 

• Headline volatility around the conflict in Iran continued with President Trump 
addressing the nation on Wednesday to say fighting would continue over the 
near term. However, his Truth Social posts and media reports noted the U.S. 
could withdraw from the conflict sooner rather than later. 

• On the labor front, March ADP private payrolls topped consensus forecasts, 
while February job openings came in a bit shy of estimates. March nonfarm 
payrolls showed a gain of +178,000, well ahead of the 60,000 jobs expected, 
and the unemployment rate fell to 4.3% from 4.4% in February. 

• Finally, February retail sales, March consumer confidence, and March ISM 
manufacturing all came in ahead of expectations. 

 
Q1 review and Q2 outlook: Staying focused amid a changing market 
environment.  
 
The first quarter started smoothly, with the S&P 500 Index climbing in January and 
hitting a new all-time high. However, stocks took a decisive turn lower as the 
quarter progressed, driven by sector-level dislocations tied to artificial intelligence, 
evolving monetary policy expectations, and an unexpected oil shock centered in 
the Middle East. And with stocks entering 2026 at elevated valuations and 
expectations, momentum quickly faded as the quarter wore on, amid Tech 
pressure, higher-for-longer rate expectations, uneven U.S. economic data and 
rising geopolitical risks. 
 
The S&P 500 Index declined 4.3% in Q1, marking only its third negative quarter 
since 2022, ending a streak of three consecutive quarterly gains. The NASDAQ 
Composite underperformed materially, falling 7.0% in the first three months of the 
year, its largest quarterly percentage decline in a year. Notably, the NASDAQ fell 
into correction territory during the quarter (down 10% or more from a recent high), 
reflecting its heavy concentration in large-cap technology and software, which 
experienced significant selling pressure in February and March. In contrast, the 
Russell 2000 Index eked out a small Q1 gain of +0.9%, and the Equal-Weight S&P 
500 Index gained +0.2%, underscoring that weakness was concentrated in the 
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largest capitalization stocks rather than broadly distributed across the market. The Dow Jones Industrial Average lost 
3.6% in Q1. 
 
Unfortunately for the major averages, technology leadership fractured meaningfully, with all of the Magnificent Seven 
stocks declining in the first quarter. For example, Microsoft posted the weakest performance in the group, falling over 23% 
in Q1, its worst quarterly decline since 2008. Meta Platforms fell by more than 13%, marking its worst quarter since 2022. 
In addition, Software came under severe selling pressure in Q1, as the iShares Expanded Tech-Software Sector ETF 
declined by more than 24%. Specifically, investor focus centered on AI-related disruption and displacement risks, as well 
as heightened competition among large language model developers. Also, growing scrutiny of returns on elevated capital 
expenditures tied to data centers, computing infrastructure, and AI deployment weighed on Technology and, more 
broadly, major U.S. stock averages. 
 
Particularly for Tech, the pressure in public markets spilled into private markets as well. Several private credit funds with 
concentrated software exposure saw elevated redemption requests. In response, some managers restricted withdrawals 
or limited new lending, while banks marked down select loans tied to the space. Large financial institutions disclosed 
material exposure but emphasized that the direct risk to the broader financial system was limited. In addition, Federal 
Reserve officials stated they did not see evidence of contagion. However, the dislocation in private markets highlighted 
sensitivity to valuation assumptions, leverage and liquidity structures within parts of the nonbank credit ecosystem. 
 
Outside Technology, Energy was the clearest outperformer of the quarter across S&P 500 sectors. Energy gained over 
+38.0%, Materials rose over +9.0%, Utilities advanced over +8.0% and Consumer Staples rose over +7.5%. Conversely, 
Financials, Consumer Discretionary, and Information Technology all fell by more than 9.0% in Q1, while Communication 
Services dropped nearly 7.0% and Healthcare lost nearly 5.0%. 
 
Although Tech and AI disruptions were a dominant factor in driving benchmark direction throughout much of the first 
quarter, conflict in the Middle East quickly overshadowed the theme in March. On Feb. 28, the United States and Israel 
launched Operation Epic Fury, a joint military offensive against Iran following failed negotiations over Tehran’s nuclear 
program. The conflict escalated rapidly, with strikes on Iranian military targets and leadership, followed by retaliatory 
attacks on U.S. bases, embassies and Gulf State energy infrastructure. Notably, Iran asserted control over the Strait of 
Hormuz, and drone and missile attacks on commercial vessels led to a near-standstill in shipping across the narrow 
waterway for all of March. 
 
The conflict quickly removed roughly 20 million barrels per day of crude and refined products from global trade and 
severely impaired the flow of a wide range of commodities, including liquefied natural gas, fertilizers, aluminum, and 
helium. Damage to major LNG facilities in Iran and Qatar impacted approximately 17% of global liquefied natural gas 
capacity. Despite coordinated oil reserve releases across G7 countries, shipping waivers and discussions around naval 
escorts in the Strait, global oil markets remained strained in March. As a result, WTI crude briefly traded above $119 per 
barrel and finished Q1 up nearly +77%, its best quarter since Q2’20. As one might expect, these developments drove a 
sharp risk-off move late in the quarter. Major U.S. equity indices declined sharply in March, with the S&P 500 falling for 
the third time in four months and the NASDAQ posting its worst monthly performance since March 2025. 
 
Across fixed-income markets, there was a significant repricing of Federal Reserve policy expectations in Q1, given rising 
inflation concerns. Treasury yields rose over the quarter, with a pronounced flattening of the yield curve. The 2-year yield 
rose 32 basis points, while the 30-year yield increased just 7 basis points. By late February, futures markets were still 
pricing more than 50 basis points of additional Fed easing before the end of 2026. By quarter-end, expectations had 
shifted decisively toward an extended hold, with no rate cuts priced until 2027 and, at points during March, brief pricing of 
potential rate hikes. 
 
Given the shifting macro and rate backdrop in Q1, the U.S. Dollar Index strengthened, rising over +1.5% for the quarter, 
its best performance since the fourth quarter of 2024. Gold rose almost +8.0% in Q1, extending its advance to a fifth 
consecutive quarterly gain, and reached a record settlement price of $5,354.80 per ounce on Jan. 29 before trending 
lower later in the quarter. 
 
And on the U.S. economic front, the first quarter provided a mixed bag of data. Nonfarm payrolls expanded by +205,000 
in Q1, while the unemployment rate ended March at 4.3%. Inflation readings were broadly in line with consensus, though 
producer prices were hotter than expected and tariff-related effects appeared in several CPI categories. Fourth-quarter 
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GDP was revised down to 0.7% from 1.4%. January and February retail sales were mixed, durable goods orders missed 
expectations and March flash PMIs pointed to slower growth alongside persistent price pressures. On the plus side, 
corporate profits continued to come in strong in the final quarter of 2025, while expectations for Q1 and full-year 2026 
profits moved higher, indicating that fundamental conditions among U.S. companies remain firm. As a side note, the U.S. 
Supreme Court in February struck down the Trump administration's use of tariffs under the International Emergency 
Economic Powers Act. However, the administration immediately extended tariffs under other sections, keeping tariff rates 
largely unchanged.    
 
That said, by quarter-end, investors were contending with a materially altered backdrop from expectations entering the 
new year, marked by higher energy prices, a reset in rate expectations, elevated geopolitical risk and a breakdown in 
concentrated equity leadership. We believe these forces collectively shaped first-quarter performance across asset 
classes and may be establishing a more fragile and policy-sensitive environment heading into Q2. 
 
Looking ahead, on the constructive side, we believe corporate earnings momentum remains intact, and Q1 profit 
reports in April and May could provide some foundational support for equities, all else remaining equal. 
Importantly, corporate profit margins remain strong by historical standards, earnings revisions have accelerated 
meaningfully in recent months, and valuation multiples have compressed from late-2025 extremes, particularly in 
Technology and mega-cap stocks. Labor market indicators continue to point to stability rather than outright deterioration, 
and productivity growth has remained firm, a combination that has historically supported earnings durability even during 
periods of slower growth. And from an overall market perspective, recent equity declines have pushed investor 
sentiment sharply lower, leaving several indices oversold, a condition that has often preceded stabilization or 
recovery once uncertainty peaks. 
 
At the same time, the list of headwinds confronting markets is longer and more immediate than it was at the start 
of the year. Inflation has reaccelerated, with core PCE moving back above +3.0% and price pressures evident across 
producer prices and import costs even before accounting for second-round effects from the surge in energy prices. In 
addition, the Federal Reserve has responded by reinforcing a higher-for-longer policy stance, signaling limited scope for 
easing rates this year. This shift has pushed short-term yields higher, flattened the curve, and tightened financial 
conditions. Compounding these pressures is the escalation of the conflict with Iran and the disruption of shipping through 
the Strait of Hormuz, which has introduced a sustained energy shock, lifting oil prices sharply and increasing uncertainty 
around inflation expectations, global trade flows, and end demand. In total, these pressures could weigh on growth, 
demand and profits if sustained for a long enough period.  
 
Against this backdrop, equity leadership has narrowed, technical trends have deteriorated, and we believe markets 
appear increasingly sensitive to policy signals and geopolitical frictions. In our view, investors should expect continued 
market volatility, ensure they are comfortable with what they own and how their portfolio is allocated, and reach out to 
their Ameriprise financial advisor with questions and concerns. Uncertainty is uncomfortable, and market declines can 
often challenge investors’ confidence. However, history often shows that well-established investment strategies 
and a longer-term approach are generally a solid way to navigate challenging market periods, such as the one we 
are currently in.  
 
The week ahead: 

• March ISM Services (Monday), February PCE (Thursday), and March CPI (Friday) should provide key updates on 
activity and inflation trends in the U.S. that will likely be helpful in monitoring Federal Reserve thinking amid the 
current oil shock. 

• A preliminary look at the April University of Michigan consumer sentiment report (Friday) will also be helpful in 
gauging how consumers are reacting to higher oil/gasoline prices as well as their expectations for inflation over 
the next 12 months. 

• A final read on Q4 GDP (Thursday), and the minutes from the March FOMC meeting (Wednesday) will likely also 
receive some modest investor attention this week.  
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These figures are shown for illustrative purposes only and are not guaranteed. They do not reflect taxes or investment/product fees or 
expenses, which would reduce the figures shown here. An index is a statistical composite that is not managed. It is not possible to 
invest directly in an index. Past performance is not a guarantee of future results. 

 
Important Disclosures 
Sources: FactSet and Bloomberg. FactSet and Bloomberg are independent investment research companies that compile and provide 
financial data and analytics to firms and investment professionals such as Ameriprise Financial and its analysts. They are not affiliated 
with Ameriprise Financial, Inc. 
 
The views expressed are as of the date given, may change as market or other conditions change, and may differ from views expressed 
by other Ameriprise Financial associates or affiliates. Actual investments or investment decisions made by Ameriprise Financial and its 
affiliates, whether for its own account or on behalf of clients, will not necessarily reflect the views expressed. This information is not 
intended to provide investment advice and does not account for individual investor circumstances.  
 
Some of the opinions, conclusions and forward-looking statements are based on an analysis of information compiled from third-party 
sources. This information has been obtained from sources believed to be reliable, but accuracy and completeness cannot be 
guaranteed by Ameriprise Financial. It is given for informational purposes only and is not a solicitation to buy or sell the securities 
mentioned. The information is not intended to be used as the sole basis for investment decisions, nor should it be construed as advice 
designed to meet the specific needs of an individual investor. 
 
Diversification does not assure a profit or protect against loss. 
 
Commodity investments may be affected by the overall market and industry- and commodity-specific factors, and may be more volatile 
and less liquid than other investments. 
 
There are risks associated with fixed-income investments, including credit (issuer default) risk, interest rate risk, and prepayment and 
extension risk. In general, bond prices rise when interest rates fall and vice versa. This effect is usually more pronounced for longer 
term securities. 
 
Stock investments involve risk, including loss of principal. High-quality stocks may be appropriate for some investment strategies. 
Ensure that your investment objectives, time horizon and risk tolerance are aligned with investing in stocks, as they can lose value. 
 
Investments in small cap companies involve risks and volatility greater than investments in larger, more established companies. 
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Generally, large-cap companies are more mature and have limited growth potential compared to smaller companies.  In addition, large 
companies may not be able to adapt as easily to changing market conditions, potentially resulting in lower overall performance 
compared to the broader securities markets during different market cycles 
 
The products of technology companies may be subject to severe competition and rapid obsolescence, and their stocks may be subject 
to greater price fluctuations. 
 
Past performance is not a guarantee of future results. 
 
An index is a statistical composite that is not managed. It is not possible to invest directly in an index. 
 
Definitions of individual indices and sectors mentioned in this article are available on our website at ameriprise.com/legal/disclosures in 
the Additional Ameriprise research disclosures section.  
 
The S&P 500 Index is a basket of 500 stocks that are considered to be widely held. The S&P 500 index is weighted by market value 
(shares outstanding times share price), and its performance is thought to be representative of the stock market as a whole. The S&P 
500 index was created in 1957 although it has been extrapolated backwards to several decades earlier for performance comparison 
purposes. This index provides a broad snapshot of the overall US equity market. Over 70% of all US equity value is tracked by the S&P 
500. Inclusion in the index is determined by Standard & Poor’s and is based upon their market size, liquidity, and sector. 
 
The NASDAQ Composite index measures all NASDAQ domestic and international based common type stocks listed on the Nasdaq 
Stock Market. 
 
The Dow Jones Industrial Average (DJIA) is an index containing stocks of 30 Large-Cap corporations in the United States. The index 
is owned and maintained by Dow Jones & Company. 
 
The Russell 2000 Index measures the performance of the small-cap segment of the US equity universe. The Russell 2000 is 
constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually to ensure larger 
stocks do not distort the performance and characteristics of the true small-cap opportunity set. The Russell 2000 includes the largest 
2000 securities in the Russell 3000.  
 
The S&P 500 Equal Weight Index is the equal-weight version of the widely-used S&P 500. The index includes the same constituents 
as the capitalization weighted S&P 500, but each company in the S&P 500 EWI is allocated a fixed weight, or 0.2%, of the index total at 
each quarterly rebalance. 
 
The US Dollar Index (USDX) indicates the general international value of the USD. The USDX does this by averaging the exchange 
rates between the USD and major world currencies. This is computed by using rates supplied by approximately 500 banks. 
 
West Texas Intermediate (WTI) is a grade of crude oil commonly used as a benchmark for oil prices. WTI is a light grade with low 
density and sulfur content. 
 
The ISM Services PMI (formerly the Non-Manufacturing NMI) is compiled and issued by the Institute of Supply Management (ISM) 
based on survey data. The ISM services report contains the economic activity of more than 15 industries, measuring employment, 
prices, and inventory levels; above 50 indicating growth, while below 50 indicating contraction. 
 
Core PCE is a measure of inflation that tracks changes in the prices of goods and services purchased by consumers excluding food 
and energy prices 
 
Flash PMI is an early estimate of the Purchasing Managers’ Index based on partial survey data collected before the month ends. It 
provides a timely snapshot of economic activity in the manufacturing and/or services sectors. 
 
Personal consumption expenditures (PCE) are a measure of the outlays or how much consumers are spending. The PCE reading is 
released monthly by the Bureau of Economic Analysis. 
 
Third party companies mentioned are not affiliated with Ameriprise Financial, Inc. 
 
Investment products are not insured by the FDIC, NCUA or any federal agency, are not deposits or obligations of, or 
guaranteed by any financial institution, and involve investment risks including possible loss of principal and fluctuation in 
value. 
 
Securities offered by Ameriprise Financial Services, LLC. Member FINRA and SIPC. 
 

https://www.investopedia.com/terms/i/institute-for-supply-management.asp
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