Summary

On a holiday-shortened week, economic data included stronger ISM services and manufacturing PMI
surveys, while the August employment situation report came in again weaker than expected.

Equities experienced gains worldwide to varying degrees, largely upon hopes of easier Federal Reserve
policy. Bonds gained as yields fell in response to weaker jobs data. Commodities were mixed to lower,
with higher supplies in a variety of goods.

Economic Notes

(0) The ISM manufacturing PMl index rose by 0.7 of a point to 48.7 in August, just below the 49.0 level
expected, and remaining a bit in contraction for the sixth straight month. Within the report, new orders
rose over 4 points back into expansion, while employment also rose a half-point, but stayed in
contraction. Production also fell several points back into contraction, while prices paid fell a point but
remained solidly expansionary at around the 64 level. Tariffs continued to be mentioned nearly 20 times
in the report by survey respondents, a few more times than in July, pointing to a continued business focus
on negative effects from trade-driven higher costs and uncertainty about final policy. Manufacturing has
been rolling along at just under neutral for some time now, with tariff concerns continuing to keep things
under water. The S&P Global US manufacturing PMI was revised down by -0.3 to 53.0 in the final August
report, bucking the trend in the other ISM report by staying in expansion.

(+) The ISM services/non-manufacturing PMI index for August rose by 1.9 points to 52.0, beating
expectations calling for 51.0, and improving from neutral back into expansion. Several underlying
indicators were strong as well, including business activity and new orders, each of which rose by several
points further into expansion, along with improvement in employment, although that still remained in
contraction overall. Overall, two-thirds of industries reported expansion. Prices paid fell by nearly a point,
but remained strongly expansionary at the 69 level. Survey respondents noted that at least part of the
pickup in activity was caused by “an attempt to get ahead of additional price increases while preparing
for the holiday peak season,” as these are starting to appear in “cost of imported goods.” Decision making
continues to be “currently dominated by tariff considerations,” which were mentioned 14 times in the
report, several times more than the prior month. Perhaps most tellingly, respondents noted that it not
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their “intention” to pass along tariff costs, but it’s “getting harder as this goes on.” In a separate report, the
final S&P Global US services PMI for August was revised up by 0.9 of a point to 54.5, although new

business and employment each fell but remained in expansion.

(0) Construction spending declined by -0.1% in July, on par with expectations, and was an improvement
on a sharper decline the prior month. While public residential spending rose nearly 2% to lead on the
positive side, a drop in private nonresidential spending of -0.5% fared the worst of all groups. As
construction costs rose by about 0.4% in the month, ‘real’ spending fell by about -0.5% in July.



(0) Initial jobless claims for the Aug. 30 ending week rose by 8k to 237k, above the 230k median
forecast. Continuing claims for the Aug. 23 week, on the other hand, fell by -4k to 1.940 mil., well below
the expected increase to 1.958 mil. Initial claims were disbursed by state, with large gains in places like
CT, TN, and CA, which could be company and/or industry-specific, but less meaningful elsewhere.
Overall levels remain contained and don’t point to claims pressure ramping up.

(-) The JOLTS job openings report for July showed a decline of -176k to 7.181 mil., below the 7.380 mil.
expected, and near a multi-year low, with these levels seen in early Jan. 2021. It appeared that most of
the decline was due to private education/health services (-181k). The job opening rate fell by -0.1% to
4.3%, while the hiring rate was unchanged at 3.3%. On the departure side, the layoff and quit rates were
unchanged at 1.1% and 2.0%, respectively. Putting several data points together, it appears that the
vacancy-to-unemployment ratio has fallen below 1 for the first time in a few years, pointing to an
abundance of workers relative to companies looking for workers.

(-) The employment situation report for August was a disappointment, at least for those wanting a
stronger jobs market, while it was positive news for those hoping for additional ammunition to help along
with a September Fed rate cut. Nonfarm payrolls rose by a meager 22k, compared to the 75k expected
by consensus. As has been expected lately, there were several revisions, with July payrolls revised up by
6k to 79k, while June was taken down substantially by -13k to 27k. On the positive side for August, job
additions were seen in health care (47k, and in keeping with recent strength), leisure (28k, mostly
hotels/restaurants), and retail trade (11k). These were offset by declines in professional/business
services (-17k), federal government (-15k), mining/oil extraction (-6k), wholesale trade (-12k), and
manufacturing (-12k, all from durable goods/transportation as non-durable goods saw a small gain). The
U-3 unemployment rate ticked up another tenth to 4.3%, while the U-6 underemployment rate rose two-
tenths to 8.1%, along with a rise in self-employed workers and multiple-job holders. Average hourly
earnings rose by 0.3% for August, and 3.7% over the past 12 months. The average workweek length was
unchanged again at 34.2 hours.

The overall report shows a weakening trend in labor, no doubt. The unemployment rate is several tenths
above the recent low point of 4.0% in January, and above the cycle low of 3.4% in April 2023. In reviewing
today’s rate in the context of ‘classic’ recession indicators, it’s now above the trailing 12-month and 36-
month moving averages (each a recession signal), but it hasn’t again triggered the ‘Sahm Rule’ (a more
nuanced calculation, which is no longer pointing to recession). An unemployment rate at this levelis by
no means ‘high, but the risks of a downturn in labor have risen, albeit with the caveats about it being a
lagging indicator. However, there have been other measurement issues pointed out by some economists
in regard to labor force size and difficulty in measuring recent changes caused by a drop-off in
immigration (and deportations, whether actual counts or just the risk of, causing changes in behavior or
job availability). This is not to mention a slowdown in hiring as companies hold out for more final
trade/tariff announcements before making decisive hiring moves. Some of this also appears to result
from skews in sampling techniques, and lower participation rates of those being sampled, seen in other
economic surveys as well. At the same time, other data shows that the overall size of the labor force
hasn’t changed that much, based on employment-to-population ratios for prime age workers. In real time



at least, labor conditions continue to be difficult to measure for a variety of reasons, making the Fed’s job
addressing labor a challenging a mandate as it’s ever been.

In an earlier final report, nonfarm productivity growth was revised up by 0.9% to an annualized rate of
2.2% for Q2. Year-over-year, growth was revised up by 0.2% to 1.5%. Similarly, since the 4th quarter of
2019, the last ‘normal’ quarter before the pandemic, productivity has grown at an annualized pace of
1.8%. Of course, hopes are that artificial intelligence will continue to boost these trends, albeit the
tendency for technological innovations to help with a lag (as seen with innovations like the internet). Unit
labor costs were revised down by -0.6% to a quarterly annualized rate of 1.0% in the final Q2 report,
while the year-over-year rate was revised down by a tenth to 2.5%.

Market Notes
Period ending 9/5/2025 1 Week % YTD %
DJIA -0.26 8.03
S&P 500 0.37 11.20
NASDAQ 1.16 12.89
Russell 2000 1.07 8.20
MSCI-EAFE 0.25 23.10
MSCI-EM 1.42 20.71
Bloomberg U.S. Aggregate 0.93 5.96
U.S. Treasury Yields 3 Mo. 2Yr. 5Yr. 10 Yr. 30 Yr.
12/31/2024 4.37 4.25 4.38 4.58 4.78
8/29/2025 4.23 3.59 3.68 4.23 4.92
9/5/2025 4.07 3.51 3.59 4.10 4.78

U.S. stocks were up slightly, with growth and small cap again outperforming the broader S&P 500.
Although it didn’t appear to affect markets too much, during the Labor Day weekend, the Court of
Appeals for the Federal Circuit affirmed the Court of International Trade’s May ruling blocking the Trump
tariffs placed under the IEEPA (which account for about half of the tariffs placed this year, or 8 percentage
points). However, these could remain in place based on acts from the 1960s and 1970s on national
security grounds, unfair trade practices, or via persistent trade deficits. However, no changes have been
put into effect until next month, or a judgment or other notice comes from the Supreme Court, which
could delay things further.

By sector, communications and consumer discretionary led with gains of several percent for the week,
while most other areas were flat or experienced declines, led by energy and financials. Real estate was
down a fraction of a percent. Within communications, shares of Alphabet soared by over 10% as a federal
judge ruled that Google wouldn’t be forced to divest its popular Chrome internet browser to satisfy
antitrust concerns.



Foreign stocks were mixed, with developed markets performing similar to U.S. stocks—with gains in
Japan offsetting losses in Europe. In Europe, fears of weakening global growth weighed on the region, as
did continued government uncertainty in France, and a more hawkish tone from the ECB, with rate cuts
having likely come to an end. Emerging market stocks also saw gains, led by Mexico, Taiwan, and South
Korea, which may benefit from an overturn or delay in certain U.S. tariff policies.

Bonds gained last week, with U.S. Treasuries and investment-grade corporates rising around a percent
last week, along with a drop in long-term yields. This was largely driven by weaker labor market data,
noted above, that raised the already-high odds of a Federal Reserve rate cutin September. High yield and
floating rate bank loans also gained, albeit to a far lesser degree. Foreign bonds gained as well, despite
little change in the dollar, although expectations continue for future dollar weakness along with a Fed cut.
Conditions remain mixed overseas, with long-term yields in the U.K. rising to nearly 30-year highs as the
Prime Minister announced a cabinet reshuffle, weighing on confidence.

Commodities were down for the most part, with negative results from energy and agriculture, only
partially offset by a gain of several percent in precious metals. Crude oil prices fell -3% last week to
$62/barrel, upon higher U.S. supplies reported, as well as expectations for OPEC+ to increase production
as well (which they did over the weekend). A variety of agricultural contracts, such as wheat and
soybeans, have been held down by a good harvest season, raising supply, coupled with tepid demand, at
least relative to expectations.

Have a good week.

Ryan M. Long, CFA
Director of Investments
FocusPoint Solutions, Inc.

Sources: FocusPoint Solutions, American Association for Individual Investors (AAll), Associated Press,
Barclays Capital, Bloomberg, Citigroup, Deutsche Bank, FactSet, Financial Times, First Trust, Goldman
Sachs, Invesco, JPMorgan Asset Management, Marketfield Asset Management, Morgan Stanley, MSCI,
Morningstar, Northern Trust, PIMCO, Standard & Poor’s, StockCharts.com, The Conference Board,
Thomson Reuters, T. Rowe Price, Univ. of Michigan, U.S. Bureau of Economic Analysis, U.S. Federal
Reserve, Wall Street Journal, The Washington Post. Index performance is shown as total return, which
includes dividends. Performance for the MSCI-EAFE and MSCI-EM indexes is quoted in U.S. Dollar
investor terms.

The information above has been obtained from sources considered reliable, but no representation is
made as to its completeness, accuracy, or timeliness. All the information and opinions expressed are



subject to change without notice. The information provided in this report is not intended to be, and
should not be construed as investment, legal or tax advice; and does not constitute an offer, or a
solicitation of any offer, to buy or sell any security, investment, or other product. Investment Advisory
services are offered by FocusPoint Solutions, an SEC Registered Investment Advisory firm. Past
Performance does not guarantee future results.

Notes key: (+) positive/encouraging development, (0) neutral/inconclusive/no net effect, (-)
negative/discouraging development.
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