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inate the financial press for the

next couple of weeks, and there
is already a bit of hand-wringing
over it. Some of the concern focuses
on how companies going public are
supposed to, in exchange for the gen-
eral public’s money, make themselves
accountable to the shareholders who
have invested in it. SpaceX found-
er Elon Musk slammed the door on
accountability. Even though he’ll
hold just over 40% of the compa-
ny’s post-IPO equity, he’ll maintain
85% voting control, which means no
mere shareholder will be permitted
to challenge his decisions.

The prospectus also mandates that
investors cannot initiate a class-action
lawsuit. If Chairperson Musk decides
to put all of the company’s profits into
his own pocket, there is no mechanism
to challenge the decision. He cannot
be fired as CEO unless he agrees.

Other areas of concern focus on the
fact that the company is going public
at a valuation that is more than 100
times revenues—for a company that
happens to have been unprofitable
since inception. (By comparison, the
average multiple of stocks in the S&P
500—most of which tend to generate
actual profits—is roughly 20.)

The SpaceX IPO is going to dom-

But a more interesting concern
is how the stock is elbowing its way
into the Nasdaq 100 index at a valu-
ation that is almost certainly inflated.
Somehow, Musk or the brokerage team
selling SpaceX shares in the IPO mar-
ket convinced Nasdaq to change its in-
clusion rules this one time—froma 12
month waiting period after the IPO (to
prove its price stability) to a new ‘fast
entry’ rule that allows the new public-
ly-traded stock into the Nasdaq club
after just 15 trading days.

Nasdaq also waived a less well-
known rule that required at least 10%
of a company to be sold to public in-
vestors before it can be listed. The
SpaceX IPO will sell just five percent
of its total shares; in fact, one could ar-
gue that, even after it raises $75 billion
from the general public, SpaceX won't
be a true public company for the rea-
sons listed above.

SpaceX will soon become the one of
the largest components of the tech-re-
lated index—an estimated 7.4% of its
total value based on the current IPO
valuation. That means other stocks
will have to ‘move over’ in order to
make room for it. In practical terms,
an index fund that tracks the Nasdaq
100 would have to sell proportionate
shares of the other stocks in order to
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buy SpaceX shares at the current price.

By one estimate, Apple computer,
which makes up roughly 9% of the
Nasdaq index at the moment, would
have to be trimmed down to 8.3%—
meaning index funds will drop billions
of Apple shares on the market over the
next week or two. This is not because
Apple did anything wrong or reported
earnings issues; it is simply because the
index math demanded a reallocation.
All of the other companies in the Nas-
daq index will experience the same
stock dump, which could depress share
prices of other tech firms.

One index that has held its ground
on its rules of inclusion is the S&P 500.
The widely-covered index requires that
companies show a profit before they
can join its club. That might not hap-
pen with SpaceX until and unless it has
constructed data centers in the sky and
has employees walking around the sur-
face of Mars.

Sources:
https://www.usatoday.com/story/mon-

€y/2026/06/08/spacex-ipo-wall-street-
rules/90459479007/

https://themoneyprinter.substack.com/p/the-
spacex-ipo-and-the-end-of-public?

https://citywire.com/ria/news/spacex-ipo-
is-giving-index-providers-an-identity-crisis/
a2491838%refea=1492448&link_id=2219576
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ccording to the U.S. Bureau
Aof Economic Analysis, to-
day’s consumers, on average,

are saving about 2.6% of their to-
tal disposable income. This is low
by historical standards, and well
below the 4.3% rate recorded in
January. Back in 2023 and 2024,
the rate was a much healthier 6%.
Economists get nervous when
the rate is too high or too low.
Too high, and it means that con-
sumers aren’'t buying goods and
services—and consumer spend-
ing makes up around 70% of the
economy’s overall growth. The
economy could suffer a recession.
Too low, and it means that peo-
ple might have trouble making
their debt payments, generating a
potential debt crisis that could lead
to bankruptcies and... a recession.
How likely is it that debt scenar-
io? It turns out that total debt lia-
bilities among U.S. households has
grown to a record $19.9 trillion—a
sign that Americans are borrow-
ing to fund their spending. On
average, the 133.7 million house-
holds each owe roughly $150,000

in debt. (Of course, that varies per
individual household.)

Is there ere any sign of growing
bankruptcy activity? According
to Debt.org, the number of people
seeking debt relief in the courts
grew 26.8% from 2023 to 2025,
and bankruptcies through the end
of March were up another 11%.

You can see on the chart, which
only covers data through 2024,
that the bankruptcy phenomenon
tends to be somewhat cyclical.
From 2006 through 2010, bank-
ruptcies rose, then fell through

DEBT UP,
SAVINGS
DOWN

2022. They’re on the rise again,
and if they follow a similar pattern,
we could experience a recession in
a year or two.

How could the U.S. avert that
scenario? An economist would tell
you that people should save more,
and spend more, and pay down
more debt. Good luck trying to
put that into practice.

Sources:

https://www.yahoo.com/finance/economy/
articles/running-off-cliff-explosion-house-
hold-094501561.html

https://www.debt.org/bankruptcy/statistics/
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Security Administration tells us that,

absent any changes (raising tax rates,
cutting benefits, changing the claiming
ages etc.), the Social Security trust fund
will run out of money in 2032—6 years
from now. Of course, that won't end
Social Security; 185 million people will
still pay payroll taxes on their wages and
earnings, enough to pay roughly 78% of
the payments 70 million retirees had ex-
pected to receive.

It's important to understand that this
is a projection of an uncertain future. Af-
ter the Covid pandemic, the trust fund’s
depletion date was pushed out a couple of
years, due to fewer people alive to claim
benefits. A recession or depression could
reduce payroll tax revenues; a booming
economy could raise them. But these
would be marginal shifts of a couple of
years either way.

Part of the funding problem has been
that people are living longer. In 1940,
when Social Security was still a new pro-
gram, only about 54% of male and 60%
of female workers survived to full benefit
age of 65. In 1990, those numbers rose
to 72.3 and 83.6, respectively, and the age
statistics have gone up since then—mean-
ing that the average worker is collecting
roughly 5-7 additional years of benefits.

The most recent report from the Social

What to do? The report offers two
possible fixes. One is to reduce benefits
by 25.2 percent across the board. An-
other is to raise the combined payroll
tax rate from the current 12.4 percent
to 16.65 percent. If one or the other of
those solutions were enacted in January
(which is hardly likely), then the Social
Security system would be able to make
full payment of the scheduled benefits for
the next 75 years. If we wait a year, the
benefit cut would have to be steeper or
the tax rate hike would have to be higher.

And Congress has already waited 43
years to address this issue. The last signif-
icant changes to address Social Security
solvency were enacted in 1983. To see
how these numbers add up while Con-
gress fiddles, consider that the 2010 re-
port told us that a payroll tax increase to
14.4% would have been sufficient to fund
tull Social Security for the next 75 years.

It's doubtful that members of Con-
gress, who are accountable to voters,
would decide to anger the elderly voters
who are the most reliable people in the
country to cast a ballet. That means that
it’s likely that people who are currently
receiving a Social Security check, and
people who are near retirement age, will.
somehow, some way, get their full bene-
fits. The real question is how much of the

SOCIAL SECURITY'S

DEEPENING
CRISIS

burden Congress will dump on younger
American workers, and how much of a
benefit cut they will receive when it’s their
turn to retire.

Sources:
https://www.mauldineconomics.com/
frontlinethoughts/social-insecurity-sur-
prise-edition?_sc=OTQzMjQwNSMzM-
jA50A%3D%3D

https://www.ssa.gov/OACT/TR/2026/
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rally since the Covid recovery in

2020, with the second quarter
showing remarkable gains after all
the uncertainty weighted down the
markets in the first three months of
the year.

A breakdown shows that just
about anybody who invested any-
where in the markets experienced un-
usual gains. The Wilshire 5000 Total
Market Index—the broadest measure
of U.S. stocks—gained 13.92% in the
second quarter, and is now up 9.70%
for the year’s first half. The compara-
ble Russell 3000 index is up 10.61%
so far this year.

Looking at large cap stocks, the
Russell 1000 large-cap index deliv-
ered an 10.08% gain in the first half
of the year. The widely-quoted S&P
500 index of large company stocks is
up 9.32% as of the end of June.

The Russell Midcap Index, mean-
while, has gained 27.64% for the year
so far.

As measured by the Russell 2000
Small-Cap Index, investors in smaller
companies have reaped a 22.18% gain.
The technology-heavy Nasdaq Com-
posite Index gained 12.8% in the sec-
ond quarter, and now stands ata 21.4%
return for the first half of the year

This may be the most unexpected

Foreign markets returns were a bit
more muted. The broad-based EAFE
index of companies in developed
foreign economies gained 9.80%, in
dollar terms, in the second quarter
of 2026, to post a 7.74% gain for the
first six months of 2026. European
stocks, in aggregate, are now sitting
on a 5.92% gain for the year, while
the Far Eastern index is up 12.84%.
Emerging market stocks of less de-
veloped countries, as represented by
the EAFE EM index, gained 22.68%
for investors in the first six months
of the year.

Real estate securities have
shrugged off the threat of higher bor-
rowing costs and are now posting real
gains. The S&P U.S. REIT index has
delivered a 15.75% return for the first
half of the year. Meanwhile, the S&P
GSCI index, which measures com-
modities returns, is up 12.51% on the
year. Utility stocks, which generate
reliable returns year in, year out, have
delivered an unusually high 12.70%
return to their investors since Janu-
ary 1.

In the bond markets, the invert-
ed yield curve has finally started to
sort itself back out toward normal-
cy. Treasuries of 3-month (3.75%)
and 6-month (3.93%) duration are
offering comparable yields to secu-

2026

SECOND QUARTER
INVESTMENT REPORT

rities with 1-year (3.92%) maturities.
5-year Treasuries are yielding 4.23%,
10-year government bonds are yield-
ing 4.48% and 30-year maturities are
generating 4.99% annual coupon
rates. Five-year municipal bonds are
yielding 2.56% in aggregate, while 30-
year munis are yielding 4.15%.

By any measure, the second
quarter--and, indeed, the first half of
the year--represent a massive market
rally. Market sentiment seems to be
impervious to a shaky truce in the
Middle East, inflation and rising in-
terest rates and jobs reports that sug-
gest an economic downturn some-
where on the near horizon. No doubt,
the enthusiasm has been stoked by
the fact that corporate earnings have
exceeded expectations, and the ar-
tificial intelligence spending boom
hasn’'t abated. Aggregate earnings on
the companies in the S&P 500 have
increased by 25% year over year and
most analysts are on record predicting
that their momentum will continue.

The question of the hour is wheth-
er the spectacular market rally is also
being driven by speculative fever,
what we used to call FOMO, fear of
missing out. A recent Harris poll
found that 80% of respondents ad-
mitted that they had been making
high risk or speculative investments
recently because they feel financially
left behind. On top of that, Ameri-

continued to the next page
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can households now hold an unprec-  at tea leaves, earnings, crystal balls, “more of the same,” which is defi-

edented 45% of their total financial ~economic reports or pundit forecasts  nitely what we did not get. Just like a

assets directly in stocks, despite also  as reliable indicators of what’s going  rollercoaster, when markets soar it’s

sporting a rising debt burden. to happen next. If you were to have time to tighten our seat belts for some
If this sounds familiar, well, market  asked observers what they expected  turbulence--and hope it doesn’t come.

signals often tell conflicting stories, after a somewhat miserable first three

which is a reminder that we can'tlook  months, the answer would have been
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Sources:

http://www.nasdaq.com/markets/indices/ https://www.msci.com/end-of-day-data-
nasdaq-total-returns.aspx search

Wilshire index data: https://www.wilshireindexes.
com/products/ft-wilshire-index-series-index-re-

turns-calculator
Treasury market rates: http://www.

bloomberg.com/markets/rates-bonds/gov-
ernment-bonds/us/

International indices: https://www.msci.
Russell index data: http://www.ftse.com/products/ com/end-of-day-data-search
indices/russell-us
Commodities index data:
https://www.spglobal.com/spdji/en/in-

dex-family/commodities/broad/#overview

Bond rates:
http://www.bloomberg.com/markets/rates-
bonds/corporate-bonds/

S&P index data: https://www.spglobal.com/spdji/
en/indices/equity/sp-500/#overview

https://www.marketwatch.com/investing/index/ Utilities index:

Spx

Nasdaq index data:

https://www.spglobal.com/spdji/en/indices/
equity/sp-500-utilities-sector/#overview

https://finance.yahoo.com/markets/stocks/
articles/veteran-manager-sends-blunt-buy-
ing-204219451.html

International indices:
https://www.msci.com/real-time-index-da- https://www.kiplinger.com/investing/how-
ta-search the-stock-market-performed-in-q2-2026

http://quotes.morningstar.com/indexquote/quote.
htm]?t=COMP

Past performance is not a guarantee of future results. Indices are unmanaged and one cannot invest directly in an index. All investments contain risk and may lose
value. Investing in the bond market is subject to certain risks including market, interest rate, issuer, credit and inflation risk. Equities may decline in value due to
both real and perceived general market, economic and industry conditions. Investing in securities of smaller companies tends to be more volatile and less liquid than
securities of larger companies. Investing in foreign securities may involve heightened risk including currency fluctuations, less liquid trading markets, greater price
volatility, political and economic instability, less publicly available information and changes in tax or currency laws. Such risks are enhanced in emerging markets.
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