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April Showers Bring May Flowers

As the conflict in Iran continues, we are likely to see a fair amount of volatility during the month of April. Oil prices have surged and WTI crude oil is 
trading above $100. Considering how high crude prices are, the equity and bond markets have held up extremely well. But the longer the conflict 
continues and oil prices remain elevated, the more likely equities will stay in correction mode. April tends to be a down month both seasonally and 
during a mid-term election year. But we want to stress that, in our view, this is a correction within an ongoing secular bull market, which we expect 
to extend through the end of the decade. Our outlook for the S&P 500 is to reach 7500 by year-end and 10,000-13,000 by 2029-2030. It’s important 
for investors to remember their long-term goals and remain patient. 

S&P 500 Moving Into The Weak Seasonal Period For The Mid-Term

Source: Bloomberg with Annotations by Sanctuary Wealth, April 3, 2026
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Valuations Tricky 

We believe that assessing price-earnings valuations at this time can be tricky because we do expect some negative impact on earnings due to 
higher oil prices. But what that impact is, is not yet known. Analysts are most likely waiting to adjust their estimates, especially as we head into 
first quarter earnings season. We do see risk to analysts lowering their earnings forecasts. 

Forward P/E multiples have fallen sharply, but our valuation models have not moved much. So, the market looks cheap on a forward earnings 
basis, but if estimates get revised downward, then the market is not as cheap as it looks. 

Forward Price-To-Earnings (P/E) Have Fallen Sharply…

Some Good News: Strong March Employment Report
Last Friday, the March employment report showed strong job growth, while the unemployment rate declined to 4.3% from 4.4%. There were 
some downward revisions to job growth from the prior month’s report, but, net-net, the labor market appears to be stabilizing overall. This could 
temper any expectations of the Federal Reserve (Fed) lowering interest rates any time soon. 

The Unemployment Rate Remains Historically Very Low
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...But Our Price-To-Earnings (P/E) Model Remains Elevated

Source: Bloomberg with Annotations by Sanctuary Wealth, April 3, 2026

Source: Bloomberg with Annotations by Sanctuary Wealth, April 3, 2026

The Big Question: How Does Higher Oil Prices Impact Profit Margins?

The risk heading into first-quarter earnings season is that companies signal higher oil prices will have a negative impact on corporate 
earnings – which could lead to misses on earnings and/or margins, prompting analysts to lower their forecasts. That said, we expect only 
modest revisions, with earnings still growing this year.
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S&P 500 At Risk Of Still Correcting

The S&P 500 has broken support near 6500 and its 200-day moving average. Last week, the index rallied to test that level. If the 200-day moving 
average holds as resistance, it would signal the market remains in a correction. A sustained move back above it, however, would suggest the 
correction may be coming to an end. In our view, the market remains in a correction. The support range is 6000-5720 or a 14%-18% correction 
from the high of 7000 on January 28.

S&P 500 With 200-Day Moving Average With Support Zone

Risk Is The 2-Year Treasury Yield Hits 4%

With oil prices remaining elevated and the employment report showing strong job growth, the risk is that the 2-Year Treasury yield continues to 
rise to the 4% level. We would view such a move within a broader downtrend and would be buyers at that level, expecting interest rates to 
decline over time.

2-Year Treasury Yield With 200-Day Moving Average
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Source: Bloomberg, Annotations by Sanctuary Wealth, April 3, 2026

Higher Prices For ISM Manufacturing

Last week, the ISM Manufacturing report showed a sharp rise in prices, suggesting higher Producer Price Index (PPI) readings are beginning to 
impact manufacturing prices. This points to firming inflation. There is both good and bad inflation: when higher prices are supported by 
growing revenues and earnings, it is constructive (“good inflation”). The risk is that inflation expectations get too high, which would be bad for 
the economy. For now, we are not seeing that happen, so what we currently have is good inflation.

ISM Manufacturing Prices Paid Rises Sharply 

Source: Institute for Supply Management (ISM), Sanctuary Wealth, April 1, 2026

What We Are Watching: Breakeven Market That Estimates Inflation Expectations

Breakevens are one of the cleanest real-time measures of what Wall Street thinks inflation will do. It’s calculated by taking a regular Treasury 
bond yield and subtracting the yield on a TIPS bond (the inflation-protected version) with the same maturity. What is left is what the market is 
pricing in for inflation. There has been modest pricing in of higher inflation. Fed Chair Jerome Powell mentioned in his comments recently that 
inflation at this time remains anchored. This translates into the Fed not being very concerned about near-term inflation. 

CPI Year-To-Year (Left) And 5 Year Treasury Breakeven (Right)
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Source: Bureau of Labor Statistics, OECD, FOMC, CBO, Bloomberg, Sanctuary Wealth, March 27, 2026

CPI Estimates Are Lower Than Breakevens
So far, estimates for the Consumer Price Index (CPI) are lower than breakevens for early 2027. We will be watching closely how consumer prices 
move along with breakevens.

Consumer Price Index (CPI) Year-To-Year And Projections
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Sector Readings: Energy Strongest, Followed By Materials, Then Utilities; Consumer Discretionary 
Remains Weakest, Followed By Financials; Tech Still Correcting

Energy was strongest once more last week, followed once more by Materials and Utilities. Consumer Discretionary is now in last place, followed 
by Financials. Energy has been strongest for 8 weeks. Financials and Consumer Discretionary have been weakest for 8 weeks. Financials 
improved last week, indicating they may be nearing a bottom. 

Our sector model analyzes S&P 500 GICS sector classifications, using a weighted measure of price momentum across three time periods. We 
rank each sector from best to worst based upon the average of its 40-, 26-, and 13-week relative price performances. We rank each sector from 1 
to 11, with 1 being the strongest and 11 the weakest. 

Sector Rankings By 40-, 26-, And 13-Week Average Relative Price Performance

Source: Bloomberg, Sanctuary Wealth, , April 3, 2026
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OBOS List: Energy, Industrials, Materials, Utilities, Consumer Staples, and Real Estate Overbought; 
Consumer Discretionary is Oversold; Information Technology and Financials Are Near Oversold. Expect 
Continued Sector Rotation!

Energy, Industrials, Materials, Utilities, Consumer Staples, and Real Estate were all overbought last week. Consumer Discretionary is oversold, 
while Information Technology and Financials are near oversold, just as they were last week. The market continues to stretch performance 
between heavily favored and rejected sectors. Many of the favored sectors have low weights in the S&P 500 in comparison to other sectors. 
Although still extremely extended in relative price, Energy reduced this extension last week. This positioning can cause continued sector rotation 
and is vulnerable to sudden reversals in relative price.

Our tactical sector rotation model uses the S&P 500 GICS sector classifications. We apply a 13-week rate of change methodology that normalizes 
the rankings from overbought (OB) to oversold (OS). An industry group is overbought when it has risen too far too fast, relative to the rest of the 
market, based upon its normal movement. Conversely, it’s oversold when it has lost too much too fast, relative to the rest of the market, based 
upon its normal movement. Over time, a sector tends to move back toward its normal rate of change, relative to the rest of the market. 
Overbought sectors tend to slow their pace of gains in relative price, while oversold sectors tend to improve in relative price until they reach their 
average performance again.

Here’s our methodology: the overbought-oversold table of sectors measures the 13-week rate of change in the relative price of each sector. We 
then average (i.e., smooth) this over 3 weeks and normalize the results. Normalized oscillator values over 1.0 are considered overbought, while 
those between 0.6 and 1.0 are considered near overbought. Normalized oscillator values below -1.0 are considered oversold, while those between 
-0.6 and -1.0 are considered near oversold.

Sector Rankings By 40-, 26-, And 13-Week Average Relative Price Performance

Source: Bloomberg, Sanctuary Wealth, , April 3, 2026
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This week, we’ll again see Iran and oil prices dominating the headlines while economic 
data points are scrutinized for directional trends.

Market Performance: Energy Still Best Performing Asset Year-To-Date, Followed By Materials; Bitcoin 
Still The Worst

Oil will remain a daily driver as markets continue to assess developments in the Middle East. It’s also a data-heavy week, with a 
particular focus on the Fed’s preferred inflation gauge: Core Personal Consumption Expenditures (PCE). Plus, we’ll get the 
minutes from the March meeting of the Federal Open Market Committee (FOMC) – which might shed light on their thinking 
about rates against the backdrop of the Iran conflict, which has only worsened since that meeting.

Source: Bloomberg, Sanctuary Wealth, April 3, 2026

Oil Prices Watch Party 
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Sanctuary makes no representation as to the accuracy or completeness of information contained herein. Any forward-looking statements are based on assumptions, may 
not materialize, and are subject to change without notice. The information is based upon data available to the public and is not an offer to sell or solicitation of offers to  
buy any securities mentioned herein. Any investment discussed may not be suitable for all investors. Investors must make their own decisions based on their specific 
investment objectives and financial circumstances. Investments are subject to risk, including but not limited to market and interest rate fluctuations. Any performance 
data represents past performance which is no guarantee of future results. Prices/ yields/figures mentioned herein are as of the date noted unless indicated otherwise. All 
figures subject to market fluctuation and change. Additional information available upon request.

Comments regarding cryptocurrencies or cryptocurrency-based securities are for informational purposes only and do not constitute investment advice or a solicitation to 
buy or sell any cryptocurrency-related product. These products involve significant risks, including high price volatility, evolving regulations, limited market liquidity, and 
vulnerability to fraud and cyberattacks.

Securities offered through Sanctuary Securities, Inc., member FINRA/SIPC. Advisory Services offered through the SEC registered investment advisers Sanctuary Advisors, 
LLC and tru Independence. Sanctuary Wealth consists of the wholly owned subsidiaries: Sanctuary Advisors LLC, Sanctuary Securities, Inc., and tru Independence, as well 
as Sanctuary Alternative Holdings, Sanctuary Asset Management, Sanctuary Insurance Solutions, Sanctuary Global, and Sanctuary Global Family Office.

None scheduled

8:30 am Durable-goods orders
8:30 am Durable-goods minus transportation
12:35 pm Chicago Fed President Austan Goolsbee speaks 
3:00 pm Consumer credit

2:00 pm Minutes of Fed's May FOMC meeting
Earnings Delta Air Lines*

8:30 am Personal income
8:30 am Personal spending
8:30 am PCE index
8:30 am PCE (year-over-year)
8:30 am Core PCE index
8:30 am Core PCE (year-over-year)
8:30 am GDP (second revision)
8:30 am Initial jobless claims
10:00 am Wholesale inventories

8:30 am Consumer price index
8:30 am CPI year over year
8:30 am Core CPI
8:30 am Core CPI year over year
10:00 am Factory orders
10:00 am Consumer sentiment (prelim)

Source: MarketWatch/CNBC/Kiplinger's 
* Earnings reflect highlights

Registered Representative of Sanctuary Securities Inc. and Investment Advisor Representative of Sanctuary Advisors, LLC. Securities offered through Sanctuary Securities, Inc. Member FINRA, SIPC. Advisory services offered 
through Sanctuary Advisors, LLC., a SEC Registered Investment Advisor. The Longo Group is a DBA of Sanctuary Securities, Inc. and Sanctuary Advisors, LLC.
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