
 

WEEKLY ECONOMIC UPDATE MAY 11, 2026 

Stocks rose last week as peace talks picked up while investors cheered 
better-than-expected economic news and Q1 corporate results.  

The Standard & Poor’s 500 Index advanced 2.33 percent, while the 
Nasdaq Composite Index rose 4.51 percent. The Dow Jones Industrial 
Average edged up 0.22 percent. The MSCI EAFE Index, which tracks 
developed overseas stock markets, added 1.24 percent.1,2 

Sixth Straight Week of Gains 

Stocks stumbled at the start of the week as stalled peace talks and 
escalating tensions in the Middle East weighed on sentiment.3 

The gloom didn’t last long. Markets opened higher Tuesday morning 
as investors reacted positively to solid Q1 corporate earnings results 
and falling oil prices. The rally extended through Wednesday after 
better-than-expected earnings results from a couple of chipmakers 
lifted the entire sector and led the broader averages higher. The S&P 
500 and Nasdaq hit record intraday and closing highs both days, while 
the S&P closed above 7,300 for the first time.4 

Stocks took a breather on Thursday as investors assessed the latest 
developments in the Middle East. Markets then opened higher on 
Friday on news of better-than-expected job growth in April, fueling a 
relief rally from investors who were pleasantly surprised that the 
Middle East had not impacted hiring. A major chipmaker deal 
announcement extended the week’s chip-stock rally, further lifting the 
S&P and Nasdaq to new highs and a sixth consecutive week of 
gains.5,6   



 



Jobs Report Surprise 

This Week: Key Economic Data 

Monday:  Existing Home Sales. 

Tuesday: NFIB Small Business Optimism Index. Consumer 
Price Index (CPI). Chicago Fed President Austan Goolsbee 
speaks. Monthly Federal Budget. 

Wednesday: Producer Price Index (PPI). Boston Fed President 
Susan Collins speaks. 

Thursday: Retail Sales. Weekly Jobless Claims. Import Price 
Index. Business Inventories. Cleveland Fed President Beth 
Hammack and Fed Governor Michael Barr speak. 

Friday: Industrial Production. Capacity Utilization. Home 
Builder Confidence Index.  

 

 

 

"The people will not revolt.  They will not look up from their 
screens long enough to notice what’s happening.”   

– George Orwell 



 

It has become increasingly clear the stock market is no longer a 
stock market in the traditional sense. Its primary purpose was 
once straightforward: a venue where companies could raise 
capital by selling shares to the public, and where investors could 
freely buy and sell those shares among themselves. 

Today, the market still performs that function — but it has been 
far overshadowed by three larger, unofficial roles that have 
become existential to social and political stability: 

1.    Liquidity Sponge: All the trillions in newly created currency 
units have to go somewhere. Better to have them chasing stocks 
than bidding up the price of groceries. 
2.    De Facto Savings Account: Most people treat their 
brokerage account as if it were a savings account. Their 
financial futures depend on the stock market continuing to rise. 
But putting money into the stock market is not saving — it’s 
investing, and that’s a very different thing. The rapid 
debasement of fiat currency has destroyed savings for the 
average person, forcing them into riskier assets like stocks in a 
desperate attempt to outpace inflation. 
3.    Crucial Tax Revenue: Taxes on capital gains, dividends, 
corporate profits, and other market-related activity have become 
an essential pillar of government funding. 

As the failure of DOGE — the most serious attempt to cut 
federal spending in most people’s lifetimes — demonstrated, it’s 
politically impossible to even slow the growth rate of federal 
spending, let alone cut it. It doesn’t matter which party is in 



office; they’re all headed in the same direction. It’s like riding a 
runaway train with no brakes. 

Issuing debt and then printing money to buy that debt remains 
one of the primary ways this out-of-control spending is financed. 
All those new currency units need an outlet. If people lose 
interest in the stock market because it has declined, those freshly 
created dollars will start flowing elsewhere, bidding up the 
prices of housing, food, and other basic necessities, which could 
trigger real social upheaval. 

Another reason the government cannot allow the stock market to 
fall is that it would devastate retirement savings and infuriate the 
most politically active demographic. It’s a near-guaranteed way 
to lose the next election. 

A third reason is fiscal. A declining market would slash 
hundreds of billions in federal revenue from taxes on capital 
gains, dividends, corporate profits, and other market-linked 
activity. That shortfall would further explode the deficit, which 
would then need to be financed by even more borrowing and 
even more money printing, compounding the problem. 

This is why, in short, the political establishment cannot tolerate 
a sustained downturn in the stock market. It would unleash 
intense social and political instability that could bring down the 
entire system. And this is also why the stock market is no longer 
primarily a stock market in the traditional sense. It has become a 
mechanism that the political establishment relies on to maintain 
control. 

This is the backdrop behind today’s absurd valuation metrics. 
The S&P 500’s Price-to-Earnings (P/E) and CAPE (Cyclically 
Adjusted P/E) ratios are near historical highs, while Free Cash 
Flow Yield and Dividend Yield are near historical lows. 
Meanwhile, Market Cap to GDP (the Buffett Indicator) sits at a 
record high. It measures the total value of the US stock market 



relative to US GDP. Today, that ratio stands at roughly 221% — 
far exceeding prior peaks of 139% at the height of the dot-com 
bubble in 2000 and 106% at the peak of the housing bubble in 
2007. 

These are just a few examples. Nearly every fundamental 
measure of valuation is at or near all-time highs — and still 
climbing. This highlights the biggest challenge with investing 
today: rampant money printing by central banks has distorted 
financial markets like never before, rendering traditional 
fundamental analysis far less effective. It’s like using a 
measuring stick where the length of a centimeter keeps 
changing. 

As a result, finding high-quality businesses at reasonable 
valuations through Graham-and-Dodd-style securities analysis is 
becoming increasingly difficult, if not impossible. You would be 
mistaken to believe today’s insane valuations reflect a voluntary 
free market of rational buyers and sellers operating with honest 
money. What we are witnessing instead is the financial 
equivalent of a carnival fun house — a distorted, warped mirror 
shaped by an ever-increasing supply of fake money. 

Many are understandably confused because today’s stock 
market valuations don’t make financial sense. But what they 
overlook is that these valuations do make political sense — and 
political concerns will continue to trump fundamentals as long 
as politicians control the money printer. 

The financial fun house illusions will persist, and they will 
become even more absurd. To distill it down to its most concise 
form: the US government can either let the stock market decline 
and watch the whole house of cards come tumbling down, or 
continue to goose it with easy money. It’s not difficult to predict 
which option they’ll choose. 



That is why, if we do see a stock market decline, it likely won’t 
be prolonged. In the past 26 years, the only extended downturns 
were the dot-com bust and the 2008 financial crisis. Every other 
pullback — including the 2020 Covid collapse — was so brief 
that if you’d taken a long vacation, you might have missed it 
entirely. That’s because at the first sign of trouble, the Federal 
Reserve stands ready to create as many currency units as 
necessary to prop up the system. 

This dynamic will persist. If another downturn is coming, it 
won’t last long. The far more likely outcome is that we’ll 
continue to experience a melt-up (in nominal terms) until they 
destroy the currency. 

Ludwig von Mises, the godfather of free-market Austrian 
economics, summed up the US government’s dilemma: “There 
is no means of avoiding the final collapse of a boom brought 
about by credit expansion. The alternative is only whether the 
crisis should come sooner as the result of a voluntary 
abandonment of further credit expansion, or later as a final and 
total catastrophe of the currency system involved.” 

The US government will not voluntarily “abandon credit 
expansion,” as Mises puts it, because Washington is dependent 
on issuing increasing amounts of debt — which the Fed buys 
with dollars it creates out of thin air — to pay for the ever-
growing costs of Social Security, national defense, welfare, and 
interest on the federal debt. That means their only choice is to 
debase the US dollar by ever-increasing amounts until, as Mises 
puts it, the “final and total catastrophe of the currency system 
involved.” It’s like a drug addict who needs to keep raising his 
dose to get the same effect… until he dies of an overdose. Could 
that happen in 2026? It’s a possibility, but not the most likely 
outcome. More likely, the melt-up will continue.9 
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and principal value 
of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original cost. 

The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice. 

The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not indicative of 
the past performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot directly invest in 
unmanaged indexes. Past performance does not guarantee future results. 

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the U.S. stock 
market. The Nasdaq Composite is an index of the common stocks and similar securities listed on the Nasdaq stock market and considered a broad indicator 
of the performance of stocks of technology and growth companies. The MSCI EAFE Index was created by Morgan Stanley Capital International (MSCI) 
and serves as a benchmark of the performance of major international equity markets, as represented by 21 major MSCI indexes from Europe, Australia, and 
Southeast Asia. The S&P 500 Composite Index is an unmanaged group of securities that are considered to be representative of the stock market in general. 

U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury Note 
prior to maturity, it may be worth more or less than the original price paid. Fixed income investments are subject to various risks including changes in 
interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax ramifications and other factors. 

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks unique 
to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price volatility. 

Please consult your financial professional for additional information. 

This content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or legal 
advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed and produced by 
FMG Suite to provide information on a topic that may be of interest. FMG is not affiliated with the named representative, financial professional, Registered 
Investment Advisor, Broker-Dealer, nor state- or SEC-registered investment advisory firm. The opinions expressed and material provided are for general 
information, and they should not be considered a solicitation for the purchase or sale of any security. 
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