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The market paused their rally during the Fed's announcement on Wednesday but ultimately
resumed the rally thereafter with all US indices reaching new all-time highs, including the Russell
2000 for the first time since November 8, 2021, as the markets embraced the Fed's (pre-
announced) pivot. The Fed's cut by 0.25% reduced the Fed fund rate to the range of 4%-4.25%
signaling additional cuts. As such, the future markets show investors betting on interest rates
falling below 3% by the end of 2026, below the Fed's median forecast of 3.4%.

All major US indices advanced on the week with the S&P500, Nasdag Composite, Dow Jones, and
Russell 2000 ending the week higher by 1.2%, 2.2%, 1.1%, and 2.2%, respectively, all setting new
all time highs in the process on Thursday or on Friday, albeit closing just below those records on
Friday.

Internationally, the rally in equity markets continued as well but for China, the UK and Germany. In
China, the SSEC declined by -1.3% on the week due to weak macro reports, specifically materially
weaker reports on August industrial output and retail sales growth (hitting a 12-month low), while
in the UK the FTSE100 declined -0.7% for the week on the Bank of England (BoE) keeping its rates
steady and fiscal proposals to tax UK banks on interest earned from reserves held at the BoE. The
German DAX declined -0.3% on the week on trade-related pressures and sector-specific issues,
particularly in the automotive following the announcement that Porsche AG would be removed
from the index. Technical indicators signaling a correction may have contributed to the risk-off
sentiment.

Powered by Clearnomics




With markets squarely focused on the
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Small Cap Style Returns - Past 10 Years Fed's decision, other US macroeconomic
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be resilient. Specifically, US retail sales for
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itk i A showing the US consumer's strength
despite signs of a slowing labor market and
a slumping housing market. US
consumption accounts for approximately
68% of GDP.
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Having pre-announced that it would pivot
to prioritize the downside risks in the labor
market over upside risks to inflation, the
i R decision to cut rates by 0.25% and
indicating additional cuts yet this year, was
in line with the broader market
expectations and did not really surprise markets, despite significant volatility on Wednesday
afternoon just after the announcement and during Fed chair Powell's press conference. The sole
question was what the markets had priced in leading up to the Fed's FOMC meeting. With the Fed's
pivot to ease monetary policy, the future markets appear to expect a more aggressive pivot given
the moderate growth expectations for the remainder of the year (with median Fed projections of
1.6% in 2025 and 1.8% in 2026) and that may further support or fuel an overall risk-on sentiment
in markets and a continuation of the bull market in equities.

ot oot Chrosk | Sptember 1, 202 US retail sales on headline for August grew
Federal Funds Rate 0.6% as they did in July, and were well
Target range lower limit above the expected 0.3%. Excluding autos,
or core retails sales, increased by 0.7% in
August, outpacing expectations and the
prior month’s increase of 0.4% by a large
margin. Industrial production in August
surprised with an increase of +0.1%,
beating expectations of a decline by -0.1%
and sequentially that recorded a decline of
-0.4%. The weekly report on initially jobless
claims equally surprised with 231K, after
spiking to a revised 264K the week before
and expectations of 240K. Continuing
e claims declined further to 1.92M from
1.927M the week before and expectations
of 1.95M, albeit individuals who can no
longer get unemployment are excluded from the report. With the downward revision of job growth
since April last year, the number of marginally attached workers or discouraged work force is
difficult to assert also because of the impacts from the immigration policy.

The weakness in the housing market continued with both, housing starts and building permits for
August, coming in lower than expectations and sequentially, Housing starts in August were 1.31M
compared to 1.37M expected and 1.43M in July, while building permits were the same 1.31M
compared to the same 1.37M and 1.36M the month before. Accordingly, the home builder
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confidence index remained at historic lows with a reading of 32, the same as last month and below
an expected reading of 33. For reference, the lowest ever reading of 30 was recorded in April 2020

at the onset of the COVID-19 pandemic.
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Next week will be marked by many FOMC
members’ public speeches that will provide
additional insight into last week's decision
and vote and that may influence markets
interpretation of current monetary policy
stance. The Fed's closely watched PCE
inflation index for August on Friday looks to
provide an additional assessment for
markets of any significant upside risks to
inflation and in relation to the Fed's recent
pivot. Besides, inflation markets will look to
reports on the state of the US consumer as
updates to personal income and spending
are reported in addition to the University of
Michigan's final read of consumer
sentiment for September.

Additional macroeconomic data on the calendar for next week are US GDP's third estimate to
Q2'25, to remain unchanged at 3.3%, existing and new home sales for August, durable goods
orders for August, and preliminary estimates for manufacturing and service sector PMI by S&P.
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If you have questions about how this may impact your investments, or how you should be
positioned, please do not hesitate to contact us at claudio@caladocapital.com.

The opinions and analyses presented are for educational and informational purposes only, and do
not necessarily represent investment advice. As such, it does not consider anyone’s particular
investment objectives, financial situation, suitability or needs and therefore cannot be relied upon
as an appropriate recommendation. If acting on information in these analyses you should consider
whether it is appropriate and suitable for your circumstances and may want to seek advice from
us, your financial or investment advisor.

Past performance is no guarantee of future results.

Copyright (c) 2025 Clearnomics, Inc. All rights reserved. The information contained herein has
been obtained from sources believed to be reliable, but is not necessarily complete and its
accuracy cannot be guaranteed. No representation or warranty, express or implied, is made as to
the fairness, accuracy, completeness, or correctness of the information and opinions contained
herein. The views and the other information provided are subject to change without notice. All
reports posted on or via www.clearnomics.com or any affiliated websites, applications, or services
are issued without regard to the specific investment objectives, financial situation, or particular
needs of any specific recipient and are not to be construed as a solicitation or an offer to buy or sell
any securities or related financial instruments. Past performance is not necessarily a guide to
future results. Company fundamentals and earnings may be mentioned occasionally, but should
not be construed as a recommendation to buy, sell, or hold the company's stock. Predictions,
forecasts, and estimates for any and all markets should not be construed as recommendations to
buy, sell, or hold any security--including mutual funds, futures contracts, and exchange traded
funds, or any similar instruments. The text, images, and other materials contained or displayed in
this report are proprietary to Clearnomics, Inc. and constitute valuable intellectual property. All
unauthorized reproduction or other use of material from Clearnomics, Inc. shall be deemed willful
infringement(s) of this copyright and other proprietary and intellectual property rights, including
but not limited to, rights of privacy. Clearnomics, Inc. expressly reserves all rights in connection
with its intellectual property, including without limitation the right to block the transfer of its
products and services and/or to track usage thereof, through electronic tracking technology, and
all other lawful means, now known or hereafter devised. Clearnomics, Inc. reserves the right,
without further notice, to pursue to the fullest extent allowed by the law any and all criminal and
civil remedies for the violation of its rights.
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