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10 Market Themes for 3Q 2026

This collection of insights highlights 10 themes we believe are most likely to shape markets 
and the economy this quarter.

1 Market Recap Key Headlines From the Last Quarter

2 Market Themes AI Spending Drives Record Semiconductor Rally

3 AI Capex Tech Investment Outpaces the Late 1990s

4 Diversification Market Gains Broaden Beyond Large -Cap Tech

5 Corporate Earnings Falling Interest Rates Lift Small -Cap Profit Margins

6 Inflation Monitor Price Pressures Set to Ease as Oil Reverses Lower

7 Labor Markets Job Growth Rebounds After Late -2025 Softening

8 Interest Rates Rate Cut Expectations Flip to a Possible Rate Hike

9 Capital Markets IPO Activity Rebounds With Record SpaceX Listing

10 Looking Ahead Key Themes to Watch the Next Six Months



3
Q

 2
0

2
6

Please see disclosures at end of presentation 3

Market Recap – Key Headlines From Last Quarter

Disclosures: S&P Global. The performance of the S&P 500 index is provided for informational purposes only and does not repres ent  an actual investment. Index performance is for illustrative purposes only and 
does not reflect any management fees, transaction costs, or expenses. Indexes are unmanaged and one cannot invest directly in  an  index. Past performance does not guarantee future results. Time Period: 
3/31/2026 to 6/30/2026. Latest available data as of 6/30/2026. 

Apr 7 – Oil Peaks Near $115 
Per Barrel

Apr 8 – U.S.-Iran 
ceasefire announced; 

Relief Rally Builds

Apr 14 – Big Banks Open Q1 Earnings 
Season With Strong Results

Apr 28 – Fed Holds Rates 
Steady; Meeting Produces 
Most Dissents in Over 30 

Years

Apr 30 – Semiconductor Stocks Gain 
Nearly +40% in April

May 13 – Kevin Warsh 
Confirmed as Fed Chair

May 29 – S&P 500 Posts 
9th Consecutive Weekly 

Gain

Jun 2 – S&P 500 Sets All-Time 
Closing High

Jun 10 – CPI Inflation Rises 
to 4.2% in May, A 3-Year 

High

Jun 12 – SpaceX Completes Largest IPO on 
Record, Raises $75 Billion

Jun 17 – Fed Holds Rates 
Steady, but Signals Hike

Jun 24 – Oil Falls Below $70 
as Strait Reopens, 

Roundtripping Since Start of 
Conflict
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Market Themes – AI Spending Drives Record Semiconductor Rally

Disclosures: PHLX Semiconductor Sector Index (SOX). Index performance is shown for illustrative purposes; indices are unmanag ed,  cannot be invested in directly, and do not reflect the deduction of fees or 
expenses. Returns shown are price returns and do not include dividends. Past performance is not indicative of future results.  Re ferences to historical periods are for context only and should not be interpreted 
as a forecast. For informational purposes only and not investment advice. Time Period: Q3 1996 to Q2 2026. Latest available d ata as of 6/30/2026.
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AI Capex – Tech Investment Outpaces the Late 1990s

Disclosures: (Left) U.S. Bureau of Economic Analysis; Private fixed investment in information processing equipment and softwa re, quarterly, seasonally adjusted annual rate, year -over -year change, through March 31, 
2026. (Right) Company public filings for Microsoft (MSFT), Alphabet (GOOG), Amazon (AMZN), Meta (META), and Oracle (ORCL); an nua l capital expenditures in billions. Figures for future periods are estimates based on 
company guidance and publicly available forecasts; actual results may differ materially. References to specific companies are  for illustrative purposes only and do not constitute a recommendation to buy or sell any 
security. Past performance and historical trends are not indicative of future results. For informational purposes only and no t investment advice. Latest available data as of 6/30/2026.
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Business Investment in Tech Equipment & Software
Year -Over -Year Change (%)

Annual Capital Expenditures
Capital Expenditures from Five Leading Tech Firms ($Billions)
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Diversification – Market Gains Broaden Beyond Large -Cap Tech

Disclosures: S&P Dow Jones Indices (S&P 500, S&P 500 ex -Technology, S&P 400 Midcaps); FTSE Russell (Russell 2000); MSCI (MSCI AC WI ex USA). Data reflects year -to-date total return through June 30, 2026. 
Index performance is shown for illustrative purposes; indices are unmanaged, cannot be invested in directly, and do not refle ct the deduction of fees or expenses. Diversification does not ensure a profit or protect 
against loss in a declining market. Past performance is not indicative of future results. For informational purposes only and  no t investment advice.
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Corporate Earnings – Falling Interest Rates Lift Small -Cap Profit Margins

Disclosures: Russell (Russell 2000 Index). Data represents the trailing 12 -month net profit margin of the Russell 2000 Index fro m June 30, 2006, through June 30, 2026. Index performance and fundamentals 
are shown for illustrative purposes; indices are unmanaged and cannot be invested in directly. The relationship between inter est  rates and profit margins described is a general observation and may not hold 
in all market environments. Past performance is not indicative of future results. For informational purposes only and not inv estment advice. Latest available data as of 6/30/2026.

Disclosures: xxxx.
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Inflation Monitor – Price Pressures Set to Ease as Oil Reverses Lower

Disclosures: (Left) Federal Reserve — WTI crude oil price, daily, December 31, 2025, through June 30, 2026. (Right) U.S. Bureau of Labor Statistics — Consumer Price Index, year -over -year change, June 2016 through May 
2026. CPI data is reported with a lag; the most recent reading reflects conditions during the prior month and may not capture  mo re recent price movements. Statements regarding the expected direction of inflation are 
forward -looking and based on current conditions; actual results may differ. Past trends are not indicative of future results. Fo r informational purposes only and not investment advice. Latest available data as of 6/30/2026.

Oil Prices Have Fallen to Pre Conflict Levels
WTI Crude Price ($ per barrel)

Oil Spike Pushed Inflation to 4.2%
Headline Consumer Price Index (CPI year -over -year change)
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Labor Markets – Job Growth Rebounds After Late -2025 Softening

Disclosures: U.S. Department of Labor, Bureau of Labor Statistics. (Left) Employees on nonfarm payrolls, change from previous  mo nth (revised), seasonally adjusted, in thousands. Time Period: May 2023 to 
May 2026. (Right) Unemployment rate, 16 years and over, seasonally adjusted. Time Period: May 2023 to May 2026. Employment da ta is subject to revision in subsequent releases. The unemployment rate is 
a lagging indicator and may not reflect current labor market conditions. Past trends are not indicative of future results. La test available data as of 6/30/2026.
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Hiring Reaccelerates in Early 2026
Nonfarm Payrolls (Monthly Change, Thousands)

Jobless Rate Falls From a Four -Year High
Unemployment Rate (%)
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Interest Rates – Rate Cut Expectations Flip to a Possible Rate Hike

Disclosures: CME Group. Data reflects the market -implied year -end 2026 federal funds rate derived from fed funds futures. Time P eriod: December 31, 2025, through June 30, 2026. Figures represent 
market expectations based on futures pricing, not actual or guaranteed outcomes, and do not reflect official Federal Reserve forecasts or policy decisions. Market expectations change frequently and may 
differ materially from actual future interest rates. Statements regarding the path of interest rates are forward -looking and sub ject to change. Past trends are not indicative of future results. For informational 
purposes only and not investment advice.
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Current Fed Funds Range = 3.50 –3.75%

Expectations 
for rate hike

Expectations 
for rate cuts

Rates were forecast to end the year 
at 3.00% on March 1 st. Now the 
market forecast nearly 4.00%.
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Capital Markets – IPO Activity Rebounds With Record SpaceX Listing

Disclosures: SEC and various corporate regulatory filings. Data as of June 30, 2026. Figures for 2026 reflect year -to-date proce eds through the date shown and represent a partial year; they are not directly 
comparable to the full -year totals shown for 2017 –2025. References to specific companies (e.g., SpaceX) are for illustrative pur poses only and do not constitute a recommendation to buy or sell any security. 
Any companies described as potential future IPO candidates are based on public reporting and forward -looking expectations that m ay not occur. Past market activity is not indicative of future results. For 
informational purposes only and not investment advice.
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Looking Ahead – Key Themes to Watch the Next Six Months

Disclosures: Forward -looking statements are based on current expectations, estimates, projections, and assumptions. These statem ents involve risks and uncertainties, and actual outcomes may differ 
materially from what is expressed or implied. Forward -looking statements are not guarantees of future performance and should not  be relied upon as such. Economic and market conditions are 
subject to change, and any opinions or forecasts contained herein are subject to change without notice.

What Happens to 
Inflation?

▪ Inflation rose to a three -year 
high in Q2 as oil prices spiked. 
However, energy costs have 
since fallen back to pre -conflict 
levels, signaling cooler inflation 
ahead. 

▪ Will the decline in oil ease 
inflation pressures, or will 
inflation prove sticky? What 
does the Federal Reserve do 
next: hold rates steady, raise 
them, or resume cutting rates 
later this year?

Can the Artificial 
Intelligence Buildout 

Keep Going?

▪ Artificial intelligence has been 
one of the market’s biggest 
driving forces in this year, with 
surging tech investment 
powering a rally in 
semiconductor stocks.

▪ Can the pace of spending be 
sustained, and will AI capital 
expenditures translate into 
profits? Are expectations too 
high for AI stocks?

Will Market Breadth
Continue to Broaden?

▪ Market breadth was strong in 
Q2, with small caps and 
international stocks participating 
in the rally. The improvement in 
market breadth was a significant 
change from recent years, when 
mega caps drove the market. 

▪ Will the broadening continue, or 
will leadership narrow? Can 
companies deliver the earnings 
growth investors are counting 
on?
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Questions?
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Definitions

Capital 
Expenditures 
(Capex): 

Funds a company spends to acquire, upgrade, or maintain physical assets 
such as data centers, equipment, and technology infrastructure.

Consumer Price 
Index (CPI): 

Measures the changes in the price level of a basket of consumer goods 
and services purchased by households.

Equal Weighting A methodology where each constituent has the same weight, regardless of 
size, resulting in greater exposure to smaller companies within the index.

Federal Funds 
Rate: 

The target interest rate set by the Federal Reserve at which commercial 
banks borrow and lend excess reserves overnight.

Federal Reserve The Federal Reserve System is the central bank of the United States. It was 
founded by Congress in 1913 to provide the nation with a safer, more 
flexible, and more stable monetary and financial system.

Growth Stocks Companies expected to grow sales and earnings at a faster rate than the 
market average.

Inflation A general rise in price level relative to available goods and services.

Initial Public 
Offering (IPO): 

The process by which a private company sells shares to the public for the 
first time and begins trading on a stock exchange.

Market 
Capitalization 
(Cap -Weighted): 

A weighting methodology where larger companies have a greater impact 
on index performance due to their higher market value.

Price Return The rate of return on an investment portfolio, where the return measure 
takes into account only the capital appreciation of the portfolio, not 
including income generated in the form of interest or dividends.

Russell 2000 
Index

A market -cap -weighted index measuring the performance of 
approximately 2,000 small -cap U.S. companies.

S&P 400 
Midcap Index

A market -cap -weighted index measuring the performance of 
approximately 400 mid -sized U.S. companies

S&P 500 Index A market -capitalization -weighted index of 500 large U.S. companies, 
commonly used as a proxy for the overall U.S. stock market.

S&P 500 Equal 
Weight Index

An equally weighted version of the S&P 500 in which each company is 
assigned the same weight, rather than weighting by market 
capitalization.

Semiconductor 
Index

A market index tracking the performance of companies that design and 
manufacture semiconductors, the advanced chips at the center of 
modern 

Small -Cap 
Stocks

Companies with relatively smaller market capitalizations, generally 
considered to have higher growth potential but also higher volatility.

Total Return Return on a portfolio of investments including capital appreciation and 
income received on the portfolio.

Unemployment 
Rate

A lagging economic indicator which is calculated as the percent of the 
labor force that is jobless.

Value Stocks: Stocks that are inexpensive relative to the broad market based on 
measures of fundamental value (e.g., price to earnings or price to book).
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Disclosures and Legal Notice

Investing  involves  risk,  including  the  possible  loss  of  principal . Stock  markets  can  be  volatile . Investments  in securities  of  small  and  medium  
capitalization  companies  may  involve  greater  risk  of  loss  and  more  abrupt  fluctuations  in market  price  than  investments  in larger  companies . 
Investments  in fixed -income  instruments  are  subject  to the  possibility  that interest  rates  could  rise,  causing  their  values  to decline . High  yield  and  
unrated  debt  securities  are  at a greater  risk  of  default  than  investment  grade  bonds  and  may  be  less  liquid,  which  may  increase  volatility . Investors  in 
asset -backed  securities,  including  mortgage -backed  securities  and  collateralized  loan  obligations  (“CLOs”),  generally  receive  payments  that are  part  
interest  and  part  return  of  principal . These  payments  may  vary  based  on  the  rate  loans  are  repaid . Some  asset -backed  securities  may  have  structures  
that make  their  reaction  to interest  rates  and  other  factors  difficult  to predict,  making  their  prices  volatile  and  they  are  subject  to liquidity  and  valuation  
risk . CLOs  bear  similar  risks  to investing  in loans  directly,  such  as  credit,  interest  rate, counterparty,  prepayment,  liquidity,  and  valuation  risks . Loans  are  
often  below  investment  grade,  may  be  unrated,  and  typically  offer  a fixed  or  floating  interest  rate.

This  material  is distributed  or  presented  for informational  or  educational  purposes  only  and  should  not  be  considered  a recommendation  of  any  
particular  security,  strategy  or investment  product,  or  as  investing  advice  of  any  kind . This  material  is not  provided  in a fiduciary  capacity,  may  not  be  
relied  upon  for or  in connection  with the  making  of  investment  decisions,  and  does  not  constitute  a solicitation  of  an  offer  to buy  or  sell  securities . The  
content  contained  herein  is not  intended  to be  and  should  not  be  construed  as  legal  or  tax advice  and/or  a legal  opinion . Always  consult  a financial,  tax 
and/or  legal  professional  regarding  your  specific  situation .

This  material  contains  opinions  of  the  author,  but  not  necessarily  those  of  Arrowroot  Family  Office  LLC  or  its subsidiaries . The  opinions  contained  herein  
are  subject  to change  without  notice . Forward  looking  statements,  estimates,  and  certain  information  contained  herein  are  based  upon  proprietary  and  
non -proprietary  research  and  other  sources . Information  contained  herein  has  been  obtained  from  sources  believed  to be  reliable,  but  are  not  assured  
as  to accuracy . No  part  of  this  material  may  be  reproduced  or  referred  to in any  form,  without  express  written  permission  of  Arrowroot  Family  Office,  
LLC . There  is neither  representation  nor  warranty  as  to the  current  accuracy  of, nor  liability  for, decisions  based  on  such  information . Past  performance  is  
not  indicative  of  future  results ..
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