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The Summer Melt Up… Will It Continue?

The summer rally is in full swing with a classic melt up – the euphoric flip side of a meltdown. 

We believe the equity market is looking past the tariffs and inflation data and focusing on economic growth and looking ahead at earnings 
into 2026. The One Big Beautiful Bill continues to provide money to the consumer and economy, and this is helping risk assets. The 
Generating Educational New Investment in U.S. Students (GENIUS) Act , which sets regulations for stablecoins, is driving the crypto market 
higher. Markets are firmly risk-on right now. July is seasonally a very strong month with stocks then peaking in August and falling into a 
correction in the fall months of September/October. These traditional seasonal patterns appear to be playing out. In addition, this market is 
still following the pattern of 2018, which points to continued highs with seasonal weakness in the autumn months. 

S&P 500 Today Compared To 2018

Source: Standard & Poor’s, Sanctuary Wealth, July 18, 2025
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S&P 500 Break Of 6319 Points To Continue Rally Near 6669

Price momentum is driving stock prices higher; to paraphrase Sir Isaac Newton: an object in motion stays in motion, and that’s exactly what 
we’re seeing in the equity market now. To determine the next direction of motion, we look at the Fibonacci levels for the S&P 500. A 
sustainable break above 6319 would point to a continued rally toward 6669 or an additional rally of 5.5%. We maintain the S&P 500 can reach 
7000 by year-end and 7200 by 1Q 2026. 

S&P 500 Fibonacci Levels

What Can Drive Prices Higher? Free Cash Flow

Companies are growing cash levels. Yes, money is growing based on the Free Cash Flow measure for the S&P 500 companies. When we 
examine the S&P 500 to Free Cash Flow, it has been trending higher, and we expect this measure to grow significantly. Historically, Free 
Cash Flow has been an excellent factor in measuring stock performance and the market. Remember the surge in this measure during the 
1990s when the internet was introduced! We believe the innovations of today – Artificial Intelligence, Blockchain, Crypto, Virtual Reality, Web 
3.0 – are having the type of impact the internet did – but on steroids! This means the growth in Free Cash Flow should be significantly 
higher. 

Source: Bloomberg, Sanctuary Wealth, July 11, 2025
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U.S. Dollar And Equities Significantly Underweight Globally – Bullish

Looking at the Bank of America Global Fund Manager Survey from July shows that global investors remain significantly underweight U.S. 
dollars, equities including Technology, and they also have significant cash levels relative to history. This is a contrarian bullish reading, 
particularly for the U.S. dollar and U.S. equities. 

Global Positioning Favoring Euro, Utilities and Bonds; Most Underweight USD

The Consumer Still Has Strong Buying Power

The consumer is still spending robustly with Bank of America card spending for the week of July 12th up 4.5%, and for July 11th up 3.3% 
based on year-over-year data. Amazon Prime Day really boosted spending. Retail sales for June came in last week up 0.6%, much 
stronger than the expected estimate of 0.1%. With a strong consumer, we should have a strong economy. And the Atlanta GDPNow 
model is estimating 2Q25 GDP to be 2.4%. Remember: a strong economy leads to strong corporate earnings. 

Source: Bank of America, July  2025



Source: Bloomberg, October 27, 2023
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Source: Bank of American Fund Manager July Survey

2Q Earnings Season Expected To Be Strong

According to FactSet, last week “the blended expected earnings growth rate for the S&P 500 for the second quarter is 4.8%, which would 
mark the lowest earnings growth reported by the index since Q4 2023 (4.0%). Given that most S&P 500 companies report actual earnings 
above estimates, what is the likelihood the index will report earnings growth of 4.8% for the quarter? Based on the average improvement in 
the earnings growth rate during the earnings season, the index will likely report year-over-year growth in earnings above 9% for the second 
quarter.” We believe there’s a high likelihood that companies will beat earnings this quarter. This will also help the markets to trade higher. But 
keep in mind: the equity market is already looking to price in 2026… so these earnings are important, but the market is pricing in stronger 
earnings growth than analysts are estimating.

FactSet is reporting that, at this early stage, the second quarter earnings season for the S&P 500 is off to a strong start compared to 
expectations. Both the percentage of S&P 500 companies reporting positive earnings surprises and the magnitude of earnings surprises are 
above their 10-year averages. Overall, 12% of the companies in the S&P 500 have reported and 83% have reported actual EPS above estimates, 
which is above the 5- and 10-year averages. 

RISK: Short-Term Cash Levels Have Dropped – A Risk Going Into Aug-Oct
Short-term cash levels have fallen to a level that generates a tactical sell signal, according to Bank of America. This just confirms to us the risk 
from Aug-Oct is a correction of 5%-10%.

Fund Manager Survey Has Short-Term Cash Levels Fall To A Tactical Sell Reading



Source: Bloomberg, October 27, 2023
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Ethereum Rallies On GENIUS Act 

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

Ethereum Rallies On Stablecoin Legislation 
Stablecoins trade on the Ethereum platform. With the passage of the GENIUS Act, Ethereum, which has lagged Bitcoin (BTC), is finally 
rallying. ETH’s first technical move targets $4000-$4100. A move above $4108 would point to a test of the all-time high of $4866. !

Disclaimer: Comments regarding Cryptocurrencies or Cryptocurrency-based securities are for informational purposes only. No part of this 
communication should be construed as investment advice and is not to be considered a solicitation with respect to the purchase or sale of any 
Cryptocurrency-related product.

Sector Readings: Information Technology Strongest, Health Care Remains Weakest
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 1-11 with 1 being the strongest and 11 the weakest. 

Last week, Information Technology was still top-ranked with Communication Services and Industrials in the top three, while Health Care 
stayed in last place followed by Energy. Growth sectors are clearing winning over Value. 

Source: Bloomberg, Sanctuary Wealth, July 18, 2025



July 21, 2025 

6

OBOS List: Information Technology Overbought; Health Care, Consumer Staples, Real Estate, And 
Utilities Oversold
Last week, the Overbought/Oversold list relieved some of the oversold sectors. Earnings growth is concentrated in Information 
Technology, which is overbought, along with Industrials, which is near overbought. At the oversold end, Real Estate and Utilities have 
exposure to interest rates, Consumer Staples is defensive in a Growth environment, and Health Care is still a patient in intensive care.

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 for 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. 

Source: Bloomberg, Sanctuary Wealth, July 18, 2025



Source: Bloomberg, Sanctuary Wealth, July 18, 2025
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Market Performance: Gold Remains The Best Performing Asset Year To Date, Followed Strongly By 
Bitcoin 

2Q25 Earnings Remain The Focus This Week 

This week, corporate earnings are expected to set the agenda for a 
continued rally.

With economic reports light this week, the market will stay laser-focused on earnings announcements. Headliners expected to report this 
week include Alphabet (Google) and Tesla. Crypto is now part of the daily language of the markets, especially with the passage of the 
GENIUS Act last week setting up the regulation of the stablecoin market. 
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Wed.

Thu.

Fri.

Calendar
Mon.

Tue.
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10:00 am  U.S. leading economic indicators
Earnings Agilysys*

8:30 am Fed Chair Powell opening remarks at banking conference
Earnings Coca-Cola

10:00 am  Existing home sales
Earnings Alphabet, Tesla 

8:30 am Initial jobless claims, S&P flash U.S. services PMI, S&P flash U.S. manufacturing PMI, New 
home sales
Earnings Sallie Mae

8:30 am  Durable-goods orders
Earnings Booz Allen Hamilton

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

Sanctuary makes no representation as to the accuracy or completeness of information contained herein. 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. 

Securities offered through Sanctuary Securities, Member FINRA and SIPC. Advisory services offered through Sanctuary Advisors, LLC, and SEC 
registered investment advisor.
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