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Market Snapshot
S&P 500: 7,200.75 | Monday Close - E-minis +0.33% Before the Bell
Brent Crude: $112.14 | Off Monday’s Spike - Still Above $110 on Hormuz Risk
Gold: $4,533 | Up 0.3% - Rebounding From a Five-Week Low
Fed Funds Rate: 3.50-3.75% | Held April 29 - Bowman 10:00 AM ET, Barr 12:30 PM ET

The Lead
Oil Backs Off, but the Inflation Shock Still Owns the Open.
Tuesday, May 5, 2026 opens with the S&P 500 coming off a 7,200.75 close, futures firmer by
roughly 0.3%, Brent crude near $112.14 after Monday’s surge, gold around $4,533, U.S.
natural gas near $2.84, the dollar index at 98.27, EUR/USD near 1.1686, USD/JPY around
157.46, and a fuller U.S. macro slate led by 8:30 AM ET trade data, 9:45 AM ET final
services PMI, 10:00 AM ET ISM services and JOLTS, plus Fed remarks from Michelle Bowman and
Michael Barr.

The market’s first task on Tuesday is to decide whether Monday’s oil shock was the beginning
of a broader inflation repricing or a violent but still containable geopolitical premium.
Reuters reported that U.S. stock index futures were higher before the open, with S&P 500
E-minis up 23.75 points, even as renewed exchanges between the United States and Iran kept
Brent above $110 a barrel. That combination matters. Equities are trying to reclaim the
growth-and-earnings narrative, but they are doing it with energy still priced at a level
that can damage margins, freight costs, and inflation expectations if the Strait of Hormuz
disruption drags on.

The overnight cross-asset message is less panicked than Monday’s, but it is not clean. AP
reported Brent at $112.14 after a $2.30 pullback, still far above the pre-conflict range
near $70, while Reuters said gold rebounded modestly to about $4,533 an ounce after a
five-week low. That split says investors are not treating the latest move as a classic
full-spectrum risk-off event. Oil remains the dominant transmission channel, while gold,
rates, and broader defensives are moving in a more selective way. That is exactly the sort
of tape that can keep equities deceptively stable until the real-economy consequences begin
to show up in guidance and inflation-sensitive data.

Foreign exchange is reinforcing the tighter-conditions story. A Reuters currency update put
the dollar index near 98.269, with the euro near $1.1686 and the yen still weak enough to
keep intervention speculation alive even after Monday’s brief squeeze. AP similarly had
dollar-yen around 157.46. When oil stays high and the dollar stays firm together, the market
is effectively importing tighter financial conditions without waiting for the Fed to do
anything new. That matters for multinationals, for commodities priced in dollars, and for
any part of the equity tape that has been relying on easy global liquidity rather than on



resilient operating leverage.

Outside the United States, the Reserve Bank of Australia added another useful signal.
Reuters reported that the RBA raised its cash rate to 4.35% for a third time this year and
explicitly tied a stickier inflation outlook to the Middle East oil shock. That does not
directly set Fed policy, but it does show how quickly central banks can be pulled back
toward inflation control when energy prices lurch higher. For U.S. investors, the lesson is
straightforward: even if domestic growth remains solid, the bar for rate-cut optimism gets
higher when another major central bank is telling markets that fuel costs are already
bleeding into the inflation path.

That puts unusual weight on Tuesday’s U.S. calendar. Consensus calls point to the March
trade deficit widening to roughly $59 billion to $60.5 billion at 8:30 AM ET, final April
services PMI holding around 51.3 at 9:45 AM ET, ISM services easing to about 53.7-53.8 from
54.0, and JOLTS openings slipping marginally to around 6.87 million from 6.88 million. None
of those prints individually settles the oil question. Together, though, they frame whether
the U.S. economy still looks sturdy enough to absorb a geopolitical tax without rolling
over, and whether services demand remains firm enough to keep inflation sticky even before
any energy pass-through appears in consumer prices.

The communication and earnings overlays keep the tape from simplifying. The Federal
Reserve’s official May calendar shows Vice Chair for Supervision Michelle Bowman speaking at
10:00 AM ET and Governor Michael Barr at 12:30 PM ET, while the market heads toward a packed
results slate led by AMD, Pfizer, PayPal, KKR, Ferrari, and Shopify later today, with
Disney, Uber, Airbnb, Novo Nordisk, and Shell still ahead this week. Markets can tolerate
high oil for a session or two if corporate commentary keeps confirming durable demand and
pricing power. They will have a harder time doing that if management teams start describing
the move in energy and the dollar as a real headwind rather than as noise.

Callout
The setup to understand today: the market is trying to rotate from geopolitics back to
macro, but it has not earned that rotation yet. If ISM services, JOLTS, and Fed speakers do
not push back against the inflation narrative, Brent above $110 and a firmer dollar will
keep acting like a silent tightening across equities, rates, FX, and earnings expectations.

What Moves Today
Three Signals
Possible Paths - Tuesday, May 5, 2026
How Oil, Services Data, and Fed Messaging Could Reprice the Week
Contained shock: If Brent keeps slipping without another major disruption headline, ISM
services stays in expansion, and Fed speakers avoid a more hawkish inflation read-through,
equities can reclaim the earnings-first narrative. In that path, rates stabilize rather than
lurch higher, EUR/USD holds near the mid-1.16s, USD/JPY stays intervention-sensitive but
contained, gold drifts without a panic bid, credit spreads remain orderly, and upcoming
earnings carry more weight than the geopolitical tape.



Inflation-first repricing: If oil rebounds, the dollar firms further, and Bowman or Barr
underscore the inflation risk from energy, then Tuesday’s calendar becomes a catalyst for
tighter financial conditions rather than for reassurance. Equities would then face higher
discount-rate pressure, front-end yields would likely firm, FX would keep favoring the
dollar over the euro and yen, commodities would continue broadcasting cost pressure, credit
would widen modestly, and earnings guidance would be scrutinized for any hint that input
costs or freight are eroding margins.

Growth scare under the surface: The more subtle path is one where oil stays high but the
data begin to soften enough that markets start worrying about a policy bind rather than
about inflation alone. In that outcome, headline indexes could stay range-bound while sector
leadership narrows, rates flatten on growth anxiety, the dollar stays supported by safety
demand, gold gains traction as policy flexibility shrinks, commodity volatility rises,
credit becomes more selective, and the rest of the week’s earnings and Friday payrolls take
on outsized importance for confirming whether the U.S. can absorb the shock.
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