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Points clés

• Mixed economic data last week ended on a positive note, with labour market strength offering some 

optimism amid trade-related uncertainty

• Q1 earnings have been broadly strong, though CEO commentary signals growing caution

• AI-driven tech demand remains a bright spot; financials are holding up, while consumer discretionary 

shows strain as sentiment weakens

U.S. equity markets and the broader economy stand at a pivotal juncture. A mix of corporate earnings 

and economic data is revealing the early effects of tariffs, alongside signs of a more cautious consumer 

backdrop. Last week’s early economic reports and a steep decline in consumer confidence pointed to a 

cooling, but still stable economy amidst rising unease. Together, they set a measured tone as markets 

await further direction from the Federal Reserve and ongoing earnings results.

Economic recap

Last, Tuesday’s Job Openings and Labor Turnover Survey (JOLTS) showed job openings falling to 7.4 

million-the lowest level since January 2021. This decline signalled weakening labour demand, as CEOs 

delay hiring and capital decisions amid growing uncertainty due to tariff policy. Consumer confidence also 

dropped to around 86, a five-year low, with inflation and job security cited as major concerns.
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Over 70% of S&P 500 companies have reported Q1 results, with 75% beating EPS estimates1. However, 

many have tempered forward guidance -or withdrawn it entirely -amid renewed uncertainty from tariff 

announcements and ongoing trade negotiations.

Consumer discretionary under pressure

The consumer discretionary sector appears particularly exposed to today’s macro environment. Starbucks 

missed earnings estimates due to weaker comparable store sales in the U.S.2, as low confidence and 

elevated prices crimp consumer spending. The company remains midstream in a cultural and operational 

overhaul aimed at re-engaging customers, which may have contributed to the weak performance.

In travel, Booking Holdings flagged the potential for softer global demand, driven by geopolitical tensions 

and a U.S. consumer that is more careful with spending3. This comes after airlines such as Delta and 

American have pulled back guidance earlier this month4, citing subdued demand linked to tariff impacts 

and weaker economic confidence. Broadly, households seem to be prioritizing essentials over discretionary 

purchases in the wake of the shifting economic environment.

Financials and payments show resilience

In contrast, financials and payments companies have shown resilience, remaining relatively insulated from 

tariff impacts. PayPal (PYPL) beat EPS estimates on the back of strong digital payment volumes, supported 

by profitability efforts, cost discipline, and innovation—including crypto offerings like PYUSD5 rewards and 

partnership with Coinbase6.

In banking, Deutsche Bank (DB) and Barclays both reported better-than-expected profits, benefiting from a 

strong growth in the investment banking segment7,8. Robinhood posted a beat as well, lifted by increased 

market volatility and revenues tied to trading activity9. JPMorgan also delivered strong results, driven by 

a 48% increase in equities trading revenue10.

The common thread across financials: payment activity remains strong, with innovation playing a key role 

- particularly in digital and crypto-enabled offerings. Investment banking seems to show some healthy 

momentum, and elevated market volatility is supporting trading-related earnings. Despite persistent 

macroeconomic and geopolitical risks, earnings within this group appear to be remaining stable.

Mega-cap tech: solid results, cautious outlooks
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Earnings season for big tech revealed a mix of robust performance and cautious forward guidance. Three 

key themes emerged:

• Hyperscalers show strength, but AI demand outpaces supply: Microsoft led the way, with Azure 

accelerating to 35% YoY growth, fuelled by AI services contributing 16 percentage points. Management 

flagged capacity constraints, noting AI demand is growing faster than infrastructure can be brought 

online. Meta raised its CapEx guidance to $64-72B, also citing compute supply constraints as it 

ramps up AI infrastructure investment11. Amazon’s results also reflected continued acceleration in AI 

workload demand, with AWS growing 17% YoY to a $117B run rate. However, Amazon also raised 

concerns about the impacts of tariffs and the strength of the consumer given the nature of their 

business, widening their guidance range.

• China ties remain a drag for Apple and Qualcomm: Apple beat earnings expectations but incurred a 

$900 million hit from tariff-related costs12, underscoring its vulnerability to China-centric supply chain 

risks. Qualcomm also delivered strong results but faces rising competitive pressure from Chinese 

chipmakers, as well as potential geopolitical backlash as U.S.-China trade tensions escalate - a 

significant concern given its revenue dependence on the region. Both firms remain strategically 

entangled in an increasingly fraught geopolitical and regulatory environment.

• Palantir’s growth is strong, but valuation still matters: Palantir reported 39% YoY revenue growth 

and raised full-year guidance to $3.8-3.9B13. However, with a forward Price to Earnings (P/E) of 

approximately 200 and EV/Sales near 59x14, the stock remains highly sensitive to sentiment. In 

a market growing more focused on fundamentals, valuation discipline is becoming increasingly 

important even for breakout names. This is particularly evident as shares sold off after the upbeat 

announcement.

Figure 3: Sales growth and valuation multiples for select tech names
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Source: Bloomberg as of May 6, 2025. Historical performance is not an indication of future perfor-

mance and any investments may go down.

Across the board, while big tech remains fundamentally strong and continues to lead the charge in AI and 

cloud, companies face a complex landscape of infrastructure bottlenecks, global trade uncertainties, and 

valuation risk. As AI reshapes industries, investors are not just chasing growth - they’re also reassessing 

how much they’re willing to pay for it. With valuations now well off their earlier-year highs following 

the market pullback, the current setup may present an opportunity - but as recent events have shown, 

conditions can shift quickly in today’s fluid macro and policy environment.

Conclusion

Despite the negative tone in recent headlines, the U.S. economy continues to show signs of resilience. 

Labor markets have yet to crack, earnings are broadly solid, and inflation, while persistent, remains 

manageable.

This week, the Federal Reserve announced its decision to maintain interest rates at 4.25–4.50%. In the 

press conference that followed, Chair Jerome Powell reiterated a cautious, data-dependent approach to 

future rate changes. The market for Fed funds futures now reflect a 20% probability of a cut in June15, 

though more convincing signs of economic weakness are needed before the Fed takes action.

With earnings mostly in and macro data sending mixed signals but hinting towards stability, many CEOs are 
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holding back on capital plans while awaiting clarity on tariffs. Investors also appear to be in a holding pattern 

across much of equity land. Still, a few bright spots may help cushion some of the broader uncertainty.
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Important Risks Related to this Article

Important Information
Marketing communications issued in the European Economic Area (“EEA”): This document has 

been issued and approved by WisdomTree Ireland Limited, which is authorised and regulated by the 

Central Bank of Ireland.

Marketing communications issued in jurisdictions outside of the EEA: This document has been 

issued and approved by WisdomTree UK Limited, which is authorised and regulated by the United Kingdom 

Financial Conduct Authority.

WisdomTree Ireland Limited and WisdomTree UK Limited are each referred to as “WisdomTree” (as 

applicable). Our Conflicts of Interest Policy and Inventory are available on request.

For professional clients only. The information contained in this document is for your general 

information only and is neither an oer for sale nor a solicitation of an oer to buy securities or 

shares. This document should not be used as the basis for any investment decision. Investments 

may go up or down in value and you may lose some or all of the amount invested. Past performance 

is not necessarily a guide to future performance. Any decision to invest should be based on the 

information contained in the appropriate prospectus and aer seeking independent investment, tax 

and legal advice.

The application of regulations and tax laws can oen lead to a number of dierent interpretations. Any views or 

opinions expressed in this communication represent the views of WisdomTree and should not be construed 

as regulatory, tax or legal advice. WisdomTree makes no warranty or representation as to the accuracy of 

any of the views or opinions expressed in this communication. Any decision to invest should be based on 

the information contained in the appropriate prospectus and aer seeking independent investment, tax and 

legal advice.

This document is not, and under no circumstances is to be construed as, an advertisement or any other 

step in furtherance of a public oering of shares or securities in the United States or any province or territory 

thereof. Neither this document nor any copy hereof should be taken, transmitted or distributed (directly or 

indirectly) into the United States.

Although WisdomTree endeavours to ensure the accuracy of the content in this document, WisdomTree 

does not warrant or guarantee its accuracy or correctness. Where WisdomTree has expressed its own 

opinions related to product or market activity, these views may change. Neither WisdomTree, nor any 

ailiate, nor any of their respective oicers, directors, partners, or employees accepts any liability whatsoever 

for any direct or consequential loss arising from any use of this document or its contents.
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