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Investors rotated capital out of mega-cap technology stocks last week into segments of the market that should benefit from anticipated future Federal Reserve rates. The market’s conviction regarding a Federal Reserve rate cut in September has
grown substantially due to tamer inflation numbers. Apart from the Fed pivot, another significant aspect driving the rotation was portfolio repositioning due to President Trump’s strengthening election position. Technology stocks, which led the
advance this year, were the weakest performing sector, down by over 4%. Technology companies were also burdened by a massive tech outage that impacted banking, media, and transportation businesses across the globe. Conversely, defensive and
economically sensitive sectors such as industrials outperformed. The small-cap Russell 2000 index, which has had a strong rally in July, was again higher on the week. According to Bank of America’s flow report, small-cap stocks attracted $9.9 billion in
new capital flows last week.
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