Above the Treeline

AN OUTLOOK ON THE MARKETS AND INVESTING

Piedmont Capital Management | Issue #2 | May 2026

A Funny Thing About Markets

Waiting on markets to make up their mind can feel a lot like sitting in
summer road construction traffic in Montana.

You stop.
You inch forward ten feet.
You stop again.

Someone in an orange vest gives you a reassuring wave, as if to say,
“Don’t worry, progress is happening.” Meanwhile, you've been staring at
the same pine tree for fifteen minutes wondering if taking the back roads
would’ve been faster.

Markets have felt a bit like that lately.

Investors are waiting on clarity around the conflict in the Middle East, the
Federal Reserve’s next move, whether artificial intelligence is truly living up
to the hype, and what may be one of the most anticipated IPO stories in

modern history.

For now, the market is inching forward—nbut it’s still very much waiting for
the flagger to turn the sign from STOP to SLOW.

Here’s what mattered over the past month.
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WHAT MATTERED IN MARKETS

The Strait of Hormuz: From War Zone to Economic
Chess Match

As the US strategy in the Persian Gulf has shifted from bombings to a
blockade, maritime traffic through the Strait of Hormuz remains minimal. Energy
prices remain elevated, the global petrochemical industry remains in a state of
upheaval, and producers of everything from food to manufactured goods, along
with the consumers that ultimately pay for everything, are feeling the bite of
higher input costs.

While for now the US seems content to wait out Iran, rumors of new “short and
powerful” US strikes on Iranian infrastructure are circulating as an option to
break the negotiations deadlock, keeping markets on edge. For now, though,
the blockade of Iranian ports by the US Navy and the now-indefinite ceasefire
have brought at least some semblance of calm and stability back to the
region.

Takeaway: Despite a fragile peace, markets remain volatile as high energy
costs drive inflation concerns.

The Feds: Holding Rates, Facing Pressure



With energy and other input costs rising and inflation concerns dominating the
global economic headlines, the Federal Reserve continues its effort to walk the
tightrope between fighting inflation and keeping rates low enough to stave off a
recession. In his last meeting as Chair, Jerome Powell and the rest of the
Board kept rates steady, indicating continued caution over moving rates either
direction.

Powell’s apparent replacement, Kevin Warsh, has stated publicly that he would
remain “data-dependent” much like Powell, leading markets to increasingly
expect rates to stay put rather than come down.

Takeaway: Interest rates in 2026 may remain elevated longer than markets
expected, even with new leadership at the Fed.

SpaceX: the Next Big Story in the Final Frontier

Following the merger of SpaceX and xAl, the new combined company is eyeing
an early summer IPO that could wind up being the biggest in US stock market
history, with SpaceX valued potentially at up to $2 trillion. Largely driven by
retail investors, excitement for the IPO continues to build to a fever

pitch. Meanwhile most large institutions are urging caution. A $2 trillion
valuation would push traditional valuation metrics out of this world, potentially
leading to a “pop and drop” scenario where share prices surge on IPO but then



pull back quickly and dramatically, leaving pre-IPO and day-one investors
holding the bag due to a typical 180-day lockup period.

SpaceX isn't currently profitable (net losses of $5 billion in 2025), but Starlink is,
and the $75 billion in capital raised from the IPO is intended to build out its
Starship heavy lift rocket fleet and launch them at an “insane flight rate”, as well
as put datacenters in orbit and on the moon, as well as pay down existing
company debt. The SpaceX IPO, despite risks, could be the dawn of a new age
for the space economy as a whole.

Takeaway: In spite of recent market volatility and changing global economic
realities, investors’ appetite for risk remains robust.

Al: Revolution or Reality Check?

Al is here, and its effects on the real economy are becoming more tangible and
less theoretical. Software companies in particular are feeling the heat from Al
competition, while more industries incorporate Al into their workflows every
day. The days of Al hype are quickly passing, and the time has come for Al
companies to prove they can generate profits and deliver real-world benefits to
their customers.

Al capital expenditure in the US alone is expected to reach over $650 billion in
2026, and is expected to surpass $1 trillion annually by 2030. Will all that
investment be worth it? Is Al going to be the next massive leap in productivity,
driving trillions of dollars in productivity gains throughout the US economy in the
years to come, or will it prove to be a bust, unable to meet the ever-increasing
expectations heaped upon it? That will ultimately hinge on how profitable these
companies can be, if then can be at all.

Takeaway: Earnings, not hype or headlines, will ultimately determine whether
the Al industry remains on solid footing.
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Our Thoughts



2026 continues to remind investors of an important truth: markets rarely move
in a straight line, and clarity is almost never immediate.

We made no position changes in our portfolios over the past month. Momentum
across our holdings remains intact, and we believe patience is currently the
wiser course than making reactionary adjustments based on headline-driven
volatility.

We are, however, watching gold very closely. Gold has been a meaningful
contributor to portfolio returns since our initial entry, and preserving those gains
remains an important consideration as we monitor momentum and geopolitical
developments.

Sometimes the best investment decision is action. Sometimes it's patience.
Wisdom lies in knowing the difference.

Portfolio Positioning

Despite the steady stream of headlines, our investment process remains data-
driven.

Position Changes: We made one position change in our Dynamic Sector
Selection (DSS) model. We sold out of Foreign Stocks (IEAF) and replaced it
with U.S. Stocks (VOO).

Gold Exposure: We continue to maintain exposure while monitoring momentum
and geopolitical developments closely.

Risk Management: Our focus remains on maintaining exposure to areas
demonstrating strength while avoiding reactionary decisions based on short-
term market noise.



Markets at a Glance

Market Level YTD YoY

S&P 500 7,200 +5.19% +26.63%
Dow Jones 48,941 +1.83% +18.45%
NASDAQ 25,067 +7.86% +39.44%
Oil (WTI) $105.14 +83.11% +80.37%
10 - Year Treasury 4.32% -- --

Market Stat of the Month

With 28% of the S&P 500 reported, Q1 2026 beat rates are running well above
both 5-year and 10-year averages the 12.3% suggesting analysts significantly
underestimated corporate earnings power heading into this season.

S&P 500 Q1 2026: Beat Rates vs. Historical Averages
As of April 24, 2026 - 28% of S&P 500 companies reported
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Wisdom from the Tralil

Investing rewards patience far more often than prediction.
As Warren Buffett once said:
“The stock market is a device for transferring money from the impatient to

the patient.”
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