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NOTE SUMMARY 

June closed with the WIP Equity Strategy returning 8.3% for the month and 57.2% year-to-date, 
well ahead of the S&P 500 at -1.4% and 9.4%. A fragile memorandum of understanding between the 
US and Iran, signed June 17, eased the conflict, though compliance on both sides has remained 
contested since. AI exposure again drove returns, benefitting from our positioning in memory, 
packaging, and power, even as Kevin Warsh's first FOMC meeting delivered a hawkish hold in the 
month that left the broader market searching for direction. With fundamentals broadly intact and 
the AI growth story still earnings-led, the constructive case remains in a stable position. 
 

T A L E  O F  T W O  T A P E S  

We entered June with two major macro catalysts resolved, though neither cleanly. A fragile 
memorandum of understanding between the US and Iran, signed June 17, eased the most acute 
phase of the Middle East conflict, though compliance on both sides has remained contested since. 
Kevin Warsh held his first meeting as Federal Reserve Chairman on June 16 and 17, with the FOMC 
voting unanimously to hold rates at 3.50% to 3.75%, while a notably hawkish dot plot signalled 
uncertainty ahead. This unfolded against a backdrop of resilient US labour data: payrolls grew by 
172,0001 in May, well above consensus, unemployment held at 4.3%2, and wages rose 3.4% year over 
year3. Canada's picture was more mixed: unemployment fell to 6.6% in May from 6.9% in April4, 
even as the economy posted a second straight quarterly GDP contraction. Under this backdrop, the 
WIP Equity Strategy delivered another strong result of 8.3% in the month, while the broader market 
in the US and globally struggled to post gains. 

N O T  Y O U R  F A T H E R ’ S  B U B B L E  

Much is being made of a bubble forming in the Artificial Intelligence trade. Many comparisons to 
the dotcom bubble of the early 2000s are referenced in financial publications as prominent names 
like NVIDIA, META, Micron, and Western Digital continue to drive forward with positive results.  

Below are two charts that show the health of this growth in recent years. The chart on the left tracks 
earnings per share against the price-to-earnings ratio for the S&P 500; the chart on the right shows 

 
1 U.S. Bureau of Labor Statistics, "The Employment Situation — May 2026," news release, June 5, 2026. 
2 U.S. Bureau of Labor Statistics, "The Employment Situation — May 2026," news release, June 5, 2026. 
3 U.S. Bureau of Labor Statistics, "The Employment Situation — May 2026," news release, June 5, 2026. 
4 Statistics Canada, "Labour Force Survey, May 2026," The Daily, June 5, 2026. 
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the same for the tech-heavy NASDAQ. Since the pandemic, earnings per share have grown steadily 
in both cases, while price-to-earnings, a measure of how expensive a stock is relative to its earnings, 
has stayed low.  

Recent Years: Profit Growth, Not Multiple Expansion 

 
 

Source: Bloomberg 

In plain terms, the recent rise in stock prices has been driven mainly by real earnings growth, not by 
investors paying more for the same earnings. That is a healthier pattern than what we saw during 
the dot-com bubble, as noted in the chart below.  

Tech Bubble EPS vs P/E 

 
Source: Bloomberg 

50

100

150

200

250

50

100

150

200

250

2021 2022 2023 2024 2025 2026

12m Fwd EPS
12m Fwd P/E

S&P 500

50

100

150

200

250

300

50

100

150

200

250

300

2021 2022 2023 2024 2025 2026

12m Fwd EPS
12m Fwd P/E

NASDAQ

0

50

100

150

200

250

300

350

400

1995 1996 1997 1998 1999 2000

12m Fwd EPS
12m Fwd P/E

Earnings Flat 



W A T S O N  I N V E S T M E N T  P A R T N E R S  

Watson Investment Partners  |  Monthly Commentary Page 3 

The chart above tells a different story from the dot-com era, when valuations climbed even as 
earnings failed to keep pace. That contrast is what makes today's earnings-led growth a healthier 
pattern by comparison. 

Clearly, we're seeing a sharp rise in profitability, driven by the innovations artificial intelligence is 
bringing to the global economy. But there's a risk that these earnings are ‘low quality’ — fueled by a 
buildup in debt rather than reinvested profits. Debt-fueled growth can be fragile and prone to sudden 
reversals, as we saw in the 2008 financial crisis, driven by mortgage-backed securities. Earnings-
driven growth, by contrast, is far more sustainable. 

Corporate Debt vs Corporate Profits (2019 – 2026) 

 

Source: AlpineMacro 

As we can see, this earnings growth is not being fueled by debt. The market's growth remains on a 
sustainable, healthy footing for now. Although the rally has been narrow and volatile, the quality of 
that growth continues to support the bull trend. 

As always, we will continue to evaluate new opportunities with discipline, manage risk thoughtfully, 
and allow fundamentals to determine where we invest. 
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I M P O R T A N T  D I S C L O S U R E S  

The information and opinions contained in this report have been compiled from sources believed to be reliable. It is not an official 
statement of your positions at Richardson Wealth Limited. No representation or warranty, expressed or implied, is made to the 
accuracy or completeness of assumptions on certain market prices and yields. 
Canadian Investor Protection Fund (CIPF) coverage may not apply to the positions provided and you should refer to your official 
account statement for disclosure respecting CIPF coverage. 
The positions provided are for informational purposes only and do not represent an official statement. Please review your official 
account statement. 
The opinions expressed in this report are the opinions of the author and readers should not assume they reflect the opinions or 
recommendations of Richardson Wealth Limited or its affiliates. Assumptions, opinions and estimates constitute the author's 
judgment as of the date of this material and are subject to change without notice. Richardson Wealth Limited does not warrant the 
completeness or accuracy of this material, and it should not be relied upon as such. Before acting on any recommendation, you 
should consider whether it is suitable for your particular circumstances and, if necessary, seek professional advice. Past performance 
is not indicative of future results. 
Richardson Wealth Limited is a subsidiary of iA Financial Corporation Inc. and is not affiliated with James Richardson & Sons, 
Limited. Richardson Wealth is a trade-mark of James Richardson & Sons, Limited and Richardson Wealth Limited is a licensed 
user of the mark. Richardson Wealth Limited, Member Canadian Investor Protection Fund. 
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