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How Far Can One Engine Take the Market?     
 
U.S. equities extended their advance for a fifth consecutive week, with the S&P 
500 Index and NASDAQ Composite closing at fresh all-time highs, as Q1 earnings 
growth accelerated sharply and Big Tech results broadly reinforced a positive AI 
investment narrative. However, a divided Federal Reserve and an unresolved 
Middle East stalemate played in the background. This week, jobs data and a busy 
slate of Q1 earnings reports will be in focus. 
 
Last week in review: 

• The S&P 500 gained +0.9%, while the NASDAQ rose +1.1%. The Russell 
2000 advanced +0.9%, its sixth consecutive weekly gain, and the Dow Jones 
Industrial Average gained +0.5%. 

• Communication Services and Energy led all S&P 500 sectors, gaining +4.5% 
and +3.2%, respectively. Materials were the notable laggard, falling nearly 
2.0%. 

• Treasury prices weakened, and the U.S. Dollar Index declined, with yen 
strength the big FX story on intervention headlines. Gold finished lower, and 
West Texas Intermediate (WTI) crude rose +6.8%, adding to the prior week's 
+14% gain as physical supply conditions continued to tighten. 

• U.S./Iran headlines remained noisy, the Strait of Hormuz remains closed, but 
the ceasefire continues to hold. 

• Q1 earnings were the dominant focus outside the Federal Reserve meeting, 
with more than 60% of S&P 500 constituents having now reported. Big Tech 
results were broadly supportive of the AI theme, though elevated capital 
spending plans continued to draw scrutiny across the group. Outside of 
mega-cap tech, software earnings helped ease AI disruption fears, memory 
delivered strong results and select industrials beat on backlog and bookings 
strength. Payment processors reinforced the consumer resilience narrative, 
though pockets of consumer-facing weakness surfaced in digital 
entertainment and select restaurants. 

• As expected, the Federal Reserve held its rate policy unchanged, but the 
meeting was marked by rare internal division, with four dissents. 

• Economic data was broadly supportive last week, with GDP rebounding from 
Q4's sluggish pace, cooling inflation, and the labor market showing continued 
resilience. 

 
How far can one engine take the market?  
 
In April, we believe one of two engines principally carried the equity market to its 
best month since November 2020, powered Q1 GDP growth, and drove earnings 
beats across every major hyperscaler. Unsurprisingly, that engine is artificial 
intelligence. Conversely, the other engine, the American consumer, is still firing but 
might be starting to run low on fuel. This week's employment data should help 
determine how far the first engine can take markets without the second running at 
full strength. 
 
Notably, the S&P 500 Index gained +10.4% in April, its best month since the 
COVID-19 vaccine breakthrough in November 2020. The NASDAQ Composite 
rose +15.3% last month, its best month in six years. Semiconductors led the way, 
with the Philadelphia Semiconductor Index gaining over +38%, its strongest month 
since February 2000. Inside Big Tech, Alphabet led the Magnificent Seven at 
nearly +34%, with Amazon up over +27%. The same AI engine was hard at work 
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across the Pacific as well. South Korea's Kospi closed at a record, with chip manufacturing accounting for more than half 
of the country's Q1 GDP growth, per the Korea International Trade Association. Taiwan's TAIEX topped 40,000 for the 
first time last month. Japan's Nikkei breached 60,000 for the first time in its history. And on the flow front, Goldman Sachs 
estimated that certain trading strategies purchased $80 billion in U.S. equities over the past month, the second-highest on 
record. However, we believe that mechanical bid to buy stocks might have run its course, with Goldman also noting that 
May has historically been the largest outflow month of the year for equity mutual funds and ETFs. That said, the 
reopening of the buyback window following the reporting season could provide an offset. 
 
The AI engine, back to running on all cylinders, was also visible in the economic data last week. Q1 GDP grew at a +2.0% 
annualized rate, and AI-linked business investment did most of the work. Equipment and intellectual property spending 
rose at a +10.4% pace, the fastest in nearly three years. Pantheon Macroeconomics estimated AI investment accounted 
for roughly half of overall GDP growth. Federal government spending also contributed to growth in Q1, but that was a one-
time snapback from Q4's government shutdown-driven contraction and is unlikely to repeat. Take AI out of the equation, 
and the economy barely grew. 
 
On that point, the consumer side shows the engine might not be firing on all cylinders at the moment. Spending 
decelerated to a +1.6% annualized pace in Q1 from +1.9% in Q4 2025. The PCE Price Index jumped to +3.5%, up from 
+2.8%, reflecting the pass-through of higher energy costs. For example, gas prices hit $4.39 per gallon on Friday, per 
AAA, the highest since July 2022. And according to Bank of America, the gas price spike since the Iran conflict began has 
already cost consumers an estimated $19 billion, eroding nearly half of the $43 billion boost from higher tax refunds this 
filing season. In addition, the personal savings rate fell to 3.6% in March, according to the Bureau of Economic Analysis, 
the lowest level in over three years, while the University of Michigan's Consumer Sentiment Index dropped to a record low 
in April. That said, the picture is not uniformly negative. Visa noted growth across consumer spending bands saw 
incremental improvement in Q1, with no signs of weakening among lower-spend consumers. Mastercard echoed that view 
in its earnings report, citing healthy underlying spending despite elevated geopolitical risks.  
 
In our view, the consumer engine is still running, but it's running without a full tank of gas. Importantly, this isn't just a 
domestic dynamic, in our view. Every major central bank that met last week held rates steady and leaned hawkish. The 
European Central Bank signaled a June rate hike is on the table, while the Bank of England held rates steady, with four 
members close to supporting a hike. For its part, the Bank of Japan saw three dissenters favor a rate hike and intervened 
in currency markets for the first time since 2024. Bottom line: Energy-driven inflation is straining the consumer 
engine globally. 
 
Here at home, last week's Federal Reserve decision mapped directly into this theme. The FOMC held rates at 3.50% to 
3.75%, as expected. But the 8-4 vote, the most divided since October 1992, revealed a split within the committee over 
which engine to protect. Governor Miran dissented in favor of a rate cut, prioritizing the labor market. Hammack, Kashkari, 
and Logan supported the hold but opposed the statement's easing bias, prioritizing the inflation engine. The majority of 
governors retained the easing bias, but Chair Powell acknowledged it was a "closer call" than in March. Notably, Powell 
also flagged that the Fed cannot simply look through the current energy shock the way it traditionally would, given inflation 
has been above target for several years, and the committee is already looking through the tariff shock. Markets are now 
pricing zero rate cuts through year-end. Powell confirmed he will remain on the Board of Governors after his term ends on 
May 15, adding a layer of institutional tension as Kevin Warsh prepares to take the helm as Chair. Bottom line: Warsh 
will soon inherit a committee where the debate has shifted from when to cut rates to whether the committee 
should be signaling cuts at all. 
 
On the earnings front, Amazon, Alphabet, Meta Platforms, and Microsoft beat profit estimates last week, and cloud growth 
accelerated across every hyperscaler. The broader Q1 earnings season has been very strong from our vantage point. The 
S&P 500 blended earnings per share growth rate ended the week at roughly +27% year-over-year, up from +12.6% at the 
start of the reporting season, per FactSet. The market's response to Mag Seven reports was also instructive, in our view. 
Companies demonstrating clear returns on AI investment were rewarded. Those still asking investors to be patient with 
rising costs were not. Simply, the AI engine is running well, but the market demands fuel efficiency, not just horsepower. 
In our view, Apple's results may be the single best barometer of the divide between engines. Services revenue, the AI-
adjacent business, topped estimates. iPhone sales, tied to consumer wallets, came in short of expectations. 
Importantly, this week’s labor market update might be where the two engines converge. Tuesday's JOLTS report will show 
whether job openings continued to decline in March. Importantly, the ratio of openings to unemployed workers fell to 1.02 
in February, barely above 1:1. A move below that level would mark the first time since the pandemic recovery that job 
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seekers outnumber available positions. Wednesday brings ADP private payrolls for April, and Friday will be the main 
event with the April nonfarm payrolls report on tap. FactSet estimates point to just +50,000 jobs created in April, with the 
unemployment rate seen holding steady at 4.3%. Recall that March came in at +178,000, though that figure was inflated 
by roughly +35,000 Kaiser Permanente workers in California and Hawaii returning to payrolls after a four-week strike. In 
our view, an April reading below +50,000 could raise investor concerns quickly, but a print in the neighborhood around 
+100,000 could help demonstrate consumer resilience. 
 
Bottom line: We believe the AI engine is powering corporate earnings, business spending, and equity returns. 
Clear reasons why stocks are sitting at fresh new highs to start the week. And while the consumer engine is still 
running, supported by low layoffs and a stable unemployment rate, we hear some engine knocks forming. If this 
week's employment data shows the labor market is holding firm, the rally may have more room to extend into the 
summer. If it doesn't, investors may have to confront the risks of an investment environment that doesn't run as 
efficiently as the stock market might imply. As we often note, maintaining a balanced approach and avoiding overly 
bullish or bearish views is prudent when navigating sometimes contradictory signals, or in this case, when the check 
engine light pops on. 
 
The week ahead: 

• 25% of the S&P 500 will report Q1 results this week, including reports from Palantir, Pfizer, Walt Disney, and 
McDonald’s. 

• April ISM Services hits on Tuesday, with activity expected to expand for the 22nd month in a row. 

• A preliminary look at May University of Michigan consumer sentiment on Friday is expected to remain at record-
low levels. 

 

 
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. 
 

Weekly MTD YTD Current
5-Year 

Median
Current

5-Year 

Median

S&P 500 Index: 7,230 0.9% 0.3% 6.0% 28.6 25.3 1.1 1.3

Dow Jones Industrial Average: 49,499 0.5% -0.3% 3.5% 23.3 22.3 1.5 1.8

Russell 2000 Index: 6,991 0.9% 0.5% 13.7% 68.6 44.7 1.0 1.3

NASDAQ Composite: 25,114 1.1% 0.9% 8.2% 40.5 37.8 0.5 0.7

Best Performing Sector (weekly): Comm 

Services
4.5% 0.0% 10.3% 27.2 22.7 0.6 0.8

Worst Performing Sector (weekly): Materials -2.0% -0.3% 12.3% 30.7 23.9 1.6 1.9

Source: Factset. Data as of 05/01/2026

Weekly MTD YTD 

Bloomberg U.S. Universal -0.4% 0.1% 0.3%

West Texas Intermediate (WTI) Oil: $105.15 6.8% 0.0% 83.6%

Spot Gold: $4,613.84 -2.0% -0.4% 6.7%

U.S. Dollar Index: 98.16 -0.4% 0.1% -0.2%

Weekly MTD YTD 

2-year U.S. Treasury Yield: 3.89% 11 bps chg 0 bps chg 41 bps chg

10-year U.S. Treasury Yield: 4.38% 8 bps chg -1 bps chg 21 bps chg

Source: Factset. Data as of 05/01/2026. bps = basis points Source: S&P Global, Factset. Data as of 05/01/2026
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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. 
 
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 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. 
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The Philadelphia Semiconductor Index, commonly abbreviated as SOX, is a market capitalization–weighted stock market index 
designed to track the performance of the U.S. semiconductor industry. 
 
The TAIEX Index, formally known as the Taiwan Capitalization Weighted Stock Index, is the primary benchmark stock market index of 
Taiwan. TAIEX tracks the overall performance of the Taiwan Stock Exchange (TWSE) by measuring price movements of listed 
companies. 
 
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. 
 
University of Michigan Consumer Sentiment Survey is a rotating panel survey based on a nationally representative sample of 
households in the U.S. that measures how consumers feel about the economy, personal finances, business conditions, and buying 
conditions. 
 
The JOLTS report (Job Openings and Labor Turnover Survey) is a monthly U.S. labor market report produced by the Bureau of 
Labor Statistics (BLS) that measures labor demand and worker movement. 
 
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. 
 
© 2026 Ameriprise Financial, Inc. All rights reserved.   


