Summary

Economic data for the week included a strong January jobs report, albeit with methodological huances,
flattish retail sales, and weaker weather-impacted existing home sales. Consumer inflation came in
cooler than expected, mostly due to lower energy prices.

Equities were mixed, with tech-related declines in the U.S. offset a bit by continued strength in
international stocks. Bonds fared positively from movement away from risk and a weaker U.S. dollar.
Commodities were mixed, with gold strength and energy weakness.

Economic Notes

(+) The Consumer Price Index for January rose by 0.2% on a headline level, and 0.3% for core, removing
the impacts of food and energy. Energy commodity prices falling by -3.3% was a key factor in the headline
figure, while food and shelter each rose 0.2%. In other key segments, transportation services rose 1.4%,
led by airfares up 7%. Audio/video product prices also rose over 2% for the month. Representing the turn
of the calendar year with annual price increases included, especially in certain services, January prices
have tended to adjust at a faster pace than other months, although this report was mixed. This also
included seasonal factor adjustments to basket weights.

Year-over-year, headline and core CPl decelerated to 2.4% and 2.5%, respectively. Energy commodity
prices are down -7% for the trailing 12 months, a significant contributor to lower inflation for the period.
Services were up 3.2%, with durables up 0.4%, and nondurable prices up 1.3%. While other areas have
also decelerated, there remain several headwinds, including shelter (3%), medical care services (4%),
motor vehicle repair (5%), and utility gas service (10%), the latter of which is indirectly related to power
grid buildout for Al data centers and the dispersion of these costs among businesses and consumers.
Looking at an even deeper core picture “All items less food, shelter, and energy” was up only 2.1% for the
past year, with “All items less medical care” up 2.3%. In short, cheaper oil costs played a role, but there
also appears to be slow deceleration continuing in a variety of areas, with some services still sticky.

(0) Retail sales came in unchanged for December, relative to expectations for a 0.4% gain, and down
from the prior month’s revised 0.6% increase. The majority of segments declined for the month, led by
autos down -0.2%, as well as furniture, apparel, and electronics, while building materials rose over a
percent. Removing the more volatile segments of autos, gasoline, and building materials, core/control
retail sales fell by -0.1%, also disappointing compared to the 0.4% expected. Seasonal adjustments were
also at play, especially over the holidays, with non-store/online sales up by an unadjusted 17% for the
single month, which skews the results somewhat. Over the trailing 12 months, total retail sales rose
2.4%, hampered by autos down -1%, with core up 3.6%, with the latter up slightly from a real growth
standpoint.

(-) Existing home sales declined by -8.4% in January to a seasonally-adjusted rate of 3.91 mil. units,
below the -4.6% decline expected. This was the lowest sales rate since Sept. 2024. Single-family home



sales fell by -9%, while condos/co-ops were down -3%. Every region experienced at least a mid-single
digit decline, led by the West, down -10%, and the South, where weather played a larger role. Year-over-
year, sales nationally fell by 4.4%. The price of existing homes rose 0.9% on a year-over-year basis to
$396,800, continuing a pace of positivity, albeit at a decelerated rate. Inventory fell by -0.8%, taking
months’ supply to 3.7, still well below the roughly 5.0 level indicative of a ‘normal’ market. While a weak
month, and a “disappointing” month, as described by the NAR, the “below-normal temperatures and
above-normal precipitation” potentially weighed on results, making it more difficult to assess the
underlying trend. However, they felt “affordability conditions are improving.” The NAR noted that the
average 30-year fixed-rate mortgage ticked down to 6.10% in January, compared to 6.96% a year ago,
indeed showing some improvement on that front.

(0) Initial jobless claims for the Feb. 7 ending week fell by -5k to 227k, just above the 223k median
forecast. Continuing claims for the Jan. 31 week rose by 21k to 1.862 mil., above the 1.850 mil.
expectation. Claims continue to be mixed by state in relatively tempered amounts, and don’t point to
major layoff activity, other than perhaps some weather-related hiccups.

(+) The employment situation report for January, released a week late, came in stronger than expected.
Nonfarm payrolls rose by 130k, far stronger than the expected 65k, and included revisions downward for
December (-2k to 48k) and November (-15k to 41k). Gains were apparent in health care (82k), social
assistance (42k), professional/business services (34k), as well as construction (33k). On the negative
side, declines were seen in federal government employment (-34k) and financial activities (-22k). The U-3
unemployment rate fell by another -0.1% to 4.3%, while the U-6 underemployment rate fell by -0.4% to
8.0%. Average hourly earnings rose by 0.4% for January, taking the year-over-year change to 3.7%.
Average weekly hours ticked up by 0.1 to 34.3. The annual benchmark revision was also included,
covering the period of Apr. 2024 and Mar. 2025, and brought payrolls during the period down by -898k, as
well as the birth-death model (business formation) estimates for Apr. 2025 to Dec. 2025. As it stands,
these brought nonfarm employment in 2025 down from 584k to 181k (only 15k per month) on a
seasonally-adjusted basis. Nonfarm payrolls are one of the more convoluted economic data series,
prone to large near-term standard errors (+/- 100k on a monthly basis), and obvious tendencies toward
large revisions after the fact, when the data is no longer as relevant to financial markets. The birth-death
model changes may have also contributed to higher volatility in the January series, which could resultin
revisions lower later. Over the past year, immigration policy changes have adjusted the population size to
a greater degree than normal, also resulting in revision effects and likely less precision. In fact, Fed Chair
Powell noted in Dec. that he felt payroll growth was overstated by about 60k a month, so these mental
adjustments were already embedded to some degree. Fed rate cut probabilities fell for March on the
stronger labor news, but continue to point to two cuts in 2026, and no action in 2027.



Market Notes

Period ending 2/13/2026 1 Week % YTD %

DJIA -1.15 3.14

S&P 500 -1.35 0.00

NASDAQ -2.08 -2.95

Russell 2000 -0.85 6.73

MSCI-EAFE 1.94 7.81

MSCI-EM 3.25 10.81

Bloomberg U.S. Aggregate 0.89 1.28

U.S. Treasury Yields 3 Mo. 2Yr. 5Yr. 10 Yr. 30 Yr.
12/31/2025 3.67 3.47 3.73 4.18 4.84
2/6/2026 3.68 3.50 3.76 4.22 4.85
2/13/2026 3.68 3.40 3.61 4.04 4.69

U.S. stocks fell back again last week, as uncertainty over Al’s impact on software company revenues over
time continued to weigh on sentiment for technology-related stocks, in a pattern of ‘sell now’ and ‘figure
out the details’ later, not uncommon in equities. By Wed., a stronger-than-expected jobs report was taken
favorably by markets, in that the economy remained in decent shape, until the realization of perhaps
fewer Fed interest rate cuts, which dampened the mood a bit. Friday’s CPI report coming in cooler than
expected helped the mood slightly, but not outweighing the Al concerns. By sector, utilities saw a sharp
gain of over 7% as interest rates fell and investors sought save havens, followed by materials and energy.
Financials declined by -5%, particularly in the areas of insurance and asset management, also thought to
be under threat of being undermined by Al tools. Real estate fared positively, up a few percent, along with
lower interest rates.

Foreign stocks were led upward by Japanese stocks, which rose sharply out of the gate Monday morning,
following Prime Minister Takaichi’s LDP decisive party win, which is hoped will continue to push ahead a
pro-corporate agenda to improve global competitiveness. However, fiscal stimulus like tax cuts leading
to additional debt has weighed on Japanese bond markets by pushing interest rates higher. Emerging
markets fared decently, with gains in South Korea, Taiwan, and commodity-oriented countries, while
China and India saw declines.

U.S. Treasury and investment-grade corporate bonds gained last week, due to higher volatility in equities
as well as slower consumer inflation. High yield and senior floating rate bank loans underperformed, with
flattish returns. International bonds saw gains across the board, along with a weaker U.S. dollar last
week.

Commodities were mixed again last week, with gains in agriculture and precious metals, offset by
declines in industrial metals and energy. Crude oil fell over a percent last week to $63/barrel, with little



news to move the needle. Natural gas prices corrected by over -8% as more extreme winter weather
shows signs of normalizing in the U.S.

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

The information presented is for informational purposes and is intended for financial professionals only.
This should not be distributed beyond its intended audience. All information has been obtained from
sources considered reliable, but no representation is made as to its completeness, accuracy, or
timeliness. This information should not be relied upon as investment advice, research, or a
recommendation by FocusPoint Solutions Inc. regarding the use or suitability of the model portfolio or
any security or asset class in particular. The information provided is not intended to be and should not be
construed as investment, legal or tax advice. Only the investor and their financial professionals know
enough about the investor’s individual circumstances to make an investment decision.

Information and opinions expressed are subject to change without notice. Any forecasts, opinions or
statements of financial market trends expressed are those of FocusPoint Solutions, Inc. and are subject
to change without notice.

Past performance is not a guarantee of future results.

FocusPoint Solutions, Inc. is a registered investment advisor.



