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Executive synthesis

September opens with a more difficult market setup than Friday morning. The strongest constructive signal remains the
physical AI and industrial capital cycle: South Korea's August exports surged 68.7% year over year to $98.25 billion, with
semiconductor exports up 209% to a record $46.65 billion. Germany and the broader eurozone are also confirming that
the industrial improvement we began tracking last week is real rather than merely sentiment: Germany's manufacturing
PMI rose to 54.3, its strongest production growth since January 2022, while eurozone manufacturing reached a four-year
high.

The counterweight is now more serious. Fed Chair Kevin Warsh's Jackson Hole message materially repriced the rate
outlook, oil is back above $90 after renewed U.S.-Iran clashes around the Strait of Hormuz, and the U.S. 10-year Treasury
has moved to roughly 4.79%, directly inside the 4.75-4.80% warning band we established Friday. Markets now price
roughly a two-thirds chance of a September Fed hike, versus about 40% before Jackson Hole. U.S. futures are weaker, led
by technology.

The important distinction is that the growth side of the economy is not collapsing. In fact, global manufacturing evidence
has improved. The problem is that stronger industrial demand, higher energy costs and a more hawkish Fed are now
combining to lift the cost of capital at the same time. That shifts the near-term risk balance modestly more defensive than
Friday's report.

Bottom line: the strongest signal remains a genuine Al/industrial capital-spending cycle, but the 10-year Treasury has
crossed into our warning zone and energy has re-emerged as an inflation transmission mechanism. The base case
remains rotational rather than recessionary, but the bear-case probability should rise.

Current signal board

Signal What the evidence says

August ended positive, but two consecutive down sessions and weaker futures show
pressure from oil and yields.

STRONG FUNDAMENTALS/  Korean chip exports tripled and Al-server demand remains exceptional, but higher

Technology / AL . . . . .
WATCH VALUATION yields are again compressing long-duration valuations.

U.S. 10-year Treasury is around 4.79%, inside our previously defined 4.75-4.80%
Long-term rates HIGH RISK .

warning zone.

. Markets now assign roughly a 65% chance of a September rate hike after Warsh's

Fed policy HIGH RISK

Jackson Hole remarks.

Brent is above $92 and WTI near the upper-$80s after renewed U.S.-Iran clashes near
Energy HIGH RISK

Hormuz.

German manufacturing PMI reached 54.3; eurozone manufacturing 52.7, both showing
Germany / eurozone IMPROVING .

stronger orders and production.

. . Official PMI improved to 49.8 while the private survey rose to 51.5; orders improved

China manufacturing IMPROVING / MIXED

but employment remains weak.

South Korea /

semiconductors

VERY STRONG August semiconductor exports rose 209% YoY to a record $46.65B.



U.S.-Canada trade HIGH RISK Canada's Sept. 8 tariffs could directly constrain about $1.5B of Michigan exports.

Ocean freight ELEVATED / EASING Drewry WCI fell 1% to $4,473; fewer blank sailings suggest some capacity is returning.
U.S. consumer / housing MIXED / SOFT Confidence and housing remain weak; 30-year mortgage rates are around 6.66%.

Layoffs remain relatively low, but this week's JOLTS and Friday payrolls are critical
Labor WATCH

because the Fed now has less tolerance for strong wage/labor inflation.

1. The 10-year Treasury has reached our warning zone

Friday's report identified 4.75-4.80% on the U.S. 10-year Treasury as the level where the rate problem would begin
materially changing the near-term market case. That threshold has now been reached. The 10-year traded around 4.78-
4.80% this morning, its highest level since January 2025, while the 2-year is around 4.35%.

This is more consequential than Friday's initial post-Jackson Hole move because the repricing is no longer confined
primarily to the short end of the curve. Long-duration borrowing costs are moving too.

Inference: the market can still absorb this if earnings remain strong and the 10-year stabilizes near current levels. A
sustained move above 4.80%, and especially toward 5%, would warrant another reduction in the bull case.
2. Energy has re-entered the rate-and-inflation story

Brent crude has moved above $92 and WTI toward $88 after renewed military exchanges involving the United States and
Iran near the Strait of Hormuz. Two supertankers were also reported struck by projectiles, intensifying concern about
shipping security and delivered-energy costs.

This matters because Warsh explicitly framed inflation as the Fed's predominant concern. Higher oil therefore has more
market impact now than it would in a softer policy environment: it simultaneously raises headline inflation risk, pushes
Treasury yields higher and increases the probability of another rate hike.

Market implication: oil and the 10-year Treasury have become a linked risk pair again.

3. South Korea says the AI boom is still accelerating in the physical economy

South Korea's full-month August export data are stronger than the already extraordinary first-20-day figures we had been
tracking. Total exports rose 68.7% YoY to $98.25 billion and semiconductor exports surged 209% to $46.65 billion, a
record. Chip exports have now exceeded $40 billion for three consecutive months.

Exports to the United States rose 89.3% and exports to China rose 119.3%, primarily on semiconductors and computers,
while Korean vehicle exports fell 29.8% because of fewer working days and strikes.

Inference: the global industrial economy is becoming increasingly K-shaped, with Al-linked electronics and capital goods
dramatically stronger than some traditional manufacturing sectors.

4. Germany's recovery has moved from sentiment into orders and production

Last week, Germany's ifo export expectations were encouraging but still survey-based. Today's final manufacturing PMI
provides stronger confirmation. Germany's August manufacturing PMI rose to 54.3 from 52.2, with new orders increasing
for a third month and production growing at its fastest pace since January 2022. Firms cited defense spending, data-
center construction and stockpiling as demand drivers.

The eurozone manufacturing PMI rose to 52.7, its highest since May 2022, with the strongest new-order growth since
early 2022.

The qualification is supply pressure. German supplier delivery times lengthened and purchasing activity rose sharply as
companies sought to secure inputs. Some of the growth also reflects precautionary stockbuilding.

Inference: European manufacturing is genuinely improving, but that improvement can itself add to demand for freight,
power, materials and financing.

5. China is improving too - but the labor signal remains weak



China's official manufacturing PMI improved to 49.8 in August from 49.2, still marginally below expansion. More
encouragingly, new orders rose to 50.6 and production to 50.4. The private RatingDog/S&P Global PMI rose to 51.5, with
stronger output and the sharpest increase in export orders in six months.

But the official employment index fell to 48.7, and small-company PMI remained weak at 47.9. Non-manufacturing
activity was also below 50.

Inference: China's industrial improvement is becoming more convincing without yet becoming a broad domestic-demand
or employment recovery.

6. Michigan now has a more concrete tariff exposure number

New Detroit-focused analysis estimates that Canada's September 8 retaliatory tariffs could directly constrain roughly $1.5
billion of Michigan exports. The tariff list covers more than 700 items, including steel, aluminum and derivative products,
and Michigan Manufacturing Association leadership warns that the effect extends well beyond automotive.

This makes the Michigan signal more actionable. The risk is no longer simply that Detroit-Windsor is highly integrated.
We now have an identifiable export pool approaching the tariff deadline.

What to watch before Sept. 8: supplier pricing notices, expedited shipments, inventory movements, overtime changes,
metal sourcing and announcements of delayed tooling or capital projects.
7. Freight is finally easing at the margin

Drewry's World Container Index fell 1% to $4,473 per 40-foot container last week. Shanghai-to-New York rates declined
2% to $9,333, and announced blank sailings dropped from seven to four, implying that some capacity is returning.

This is a constructive counter-signal against the inflation story. Freight remains expensive, but we no longer have a
synchronized deterioration across every major lane.

The seasonal caution remains important: retailers pulled holiday inventory forward, so weaker September and October
container volumes may partly reflect timing rather than demand destruction.

8. The U.S. consumer and housing economy remain the weaker side of the picture

August consumer confidence fell to 89.4, July new-home sales dropped to a 607,000 annual rate, and the average 30-year
mortgage rate has moved to about 6.66%.

Nothing here yet resembles a conventional layoff-driven recession. But the renewed rise in the 10-year Treasury
threatens to keep housing affordability poor and makes a rapid housing recovery less likely.

This is where the growth divergence is clearest: businesses are spending aggressively on Al infrastructure while
households remain constrained by housing and financing costs.

9. Today's 10:00 AM releases are unusually important

JOLTS for July, ISM Manufacturing for August and July construction spending arrive at 10:00 AM ET.

A strong ISM plus tight labor data could reinforce the market's new September-hike pricing and push the 10-year farther
above our warning level. A weaker labor signal paired with healthy manufacturing would be the friendlier combination:
industrial growth without additional labor-market inflation pressure.

Friday's August employment report is the biggest scheduled U.S. catalyst of the week.

The broader pattern
The evidence is becoming more internally consistent:
Strong /improving

* Al semiconductor demand

» Korean exports

* German manufacturing

* eurozone manufacturing

* Chinese manufacturing orders

* selected capital-equipment demand



Constraining / deteriorating

¢ long-term Treasury yields

« 0il and Hormuz risk

* Fed hike expectations

* U.S. housing affordability

« U.S.-Canada trade friction

* household confidence
This is no longer simply "healthy demand, rising friction." It is becoming: Industrial acceleration + inflation-sensitive
supply constraints + tighter financial conditions. That combination can sustain corporate revenue and capital spending
while still compressing equity multiples.
Prior 2-4 weeks: what the market is confirming

August ultimately finished positively despite the turbulence. The S&P 500 gained 2.6%, the Nasdaq 3.9%, and the Dow
1.3% for the month. But the month ended with two consecutive down sessions as oil and Treasury yields rose. The 10-year
finished August around 4.75% and has moved higher again this morning.

That performance continues to fit our recent thesis. Investors have not abandoned equities or the Al capital cycle. They
are increasingly unwilling to ignore financing cost, inflation and geopolitical risk.

The more important change is that the rate threshold we had treated as a bear-case warning is no longer hypothetical.

2-4 week market outlook

Base case - 55% Bull case - 20% Bear case - 25%
S&P 500 roughly -4% to +4%. Confidence: Approximately +5% to +8%. Requires the 10- Approximately -7% to -12%. Triggered by a
medium-high. Strong Al, semiconductor and year to retreat below roughly 4.6%, oil back sustained 10-year move above 4.8% toward 5%,
manufacturing data prevent a conventional below the high-$80s, labor data to soften Brent toward $100, September hike pricing
recession scare. But the 10-year Treasury near  without collapsing, and Al/industrial strength becoming nearly certain, weak breadth
4.8%, oil above $90, and higher Fed-hike to broaden without generating another spreading beyond rate-sensitive sectors, or
probability cap valuation expansion. Expect inflation surge. De-escalation in Hormuz or softer employment combined with persistent
rotation and elevated volatility. U.S.-Canada trade would help. inflation.

Change from Friday: Base 60% -> 55%, Bull 25% -> 20%, Bear 15% -> 25%. The change is driven primarily by the 10-year
entering our warning band, renewed oil/Hormuz escalation, and a much more hawkish September policy probability.
The industrial-growth evidence itself has improved.

Near-term catalysts

10:00 AM today: JOLTS, ISM Manufacturing and construction spending. The labor/manufacturing combination could
move both rate expectations and market breadth quickly.

Wednesday: ADP employment, factory orders and the Federal Reserve Beige Book.

Thursday: productivity, weekly claims, U.S. trade balance and ISM Services.

Friday: August Employment Situation at 8:30 AM ET - the most important scheduled test for the September Fed meeting.
September 8: Canada's retaliatory tariffs take effect, creating a direct near-term Michigan/Detroit-Windsor industrial
deadline.

Reading list

* South Korea August exports / semiconductor record - Strongest new physical Al-demand confirmation this morning.

* Germany August manufacturing PMI - Confirms that last week's improving export sentiment has moved into actual

orders and production.

* Eurozone manufacturing PMI - Shows the industrial improvement is broader than Germany alone.

* China official August PMI - Useful split between improving orders/production and still-soft employment.


https://en.yna.co.kr/view/AEN20260901002752320?section=economy-finance%2Feconomy
https://www.stats.gov.cn/english/PressRelease/202609/t20260901_1965170.html
https://www.investing.com/news/economy-news/euro-zone-factory-growth-at-more-than-fouryear-high-in-august-pmi-shows-4883588
https://www.investing.com/news/economic-indicators/german-manufacturing-growth-accelerates-in-august-as-orders-surge-pmi-shows-4883581

* Drewry World Container Index - Aug. 27 - Best current freight-rate and capacity signal.

* Michigan exposure to Canada's Sept. 8 tariffs - Useful local-industrial sensor quantifying direct Michigan risk.

* BLS September release schedule - Official timing for JOLTS and Friday's employment report.

Sources

* China National Bureau of Statistics - August PMI
* BLS - September 2026 release schedule
* ISM - PMI release calendar

* Drewry - World Container Index

* Yonhap - South Korea August exports

* Reuters - Germany manufacturing PMI

* Reuters - Eurozone manufacturing PMI

* Reuters - Sept. 1 U.S. futures / oil / yields
* AP - global bond selloff and oil
* Freddie Mac / AP - mortgage rates

* Detroit News syndication - Michigan tariff exposure

Morning conclusion
The industrial story strengthened over the weekend. The financial-conditions story worsened.

Korean chip exports, German manufacturing, eurozone manufacturing and improving Chinese orders all argue against a
near-term global industrial recession. In several important areas, physical demand is actually accelerating.

But the combination of Warsh's hawkish Fed, a 10-year Treasury near 4.8%, and Brent above $92 has turned the cost-of-
capital problem into a more immediate market constraint.

The key change from Friday is therefore not a weaker economy. It is a less forgiving financial environment for a still-
strong economy. That raises the probability of a valuation-driven correction while leaving the underlying Al and
industrial capital cycle intact.

Purpose of the Intelligence Report

The purpose of this report is to recreate the flow of market-relevant intelligence that often emerges naturally within a
globally connected automotive, consumer-electronics, technology and manufacturing environment. This includes
supplier signals, electronics demand, freight and logistics conditions, automotive programs, trade policy, energy markets,
technology investment and local industrial developments.

The objective is to connect these signals into a practical question: What do these developments likely mean for the
economy and financial markets over the near term?


https://www.newstribune.com/news/2026/sep/01/canadas-retaliatory-tariffs-poised-to-hit/
https://apnews.com/article/6a3a91617c9d9ec4d958e8ae34d64879
https://apnews.com/article/775d7cf741349c7c8e689c0beb57f074
https://www.investing.com/news/stock-market-news/wall-st-futures-kick-off-september-under-pressure-as-yields-oil-prices-rise-4883662
https://www.investing.com/news/economy-news/euro-zone-factory-growth-at-more-than-fouryear-high-in-august-pmi-shows-4883588
https://www.investing.com/news/economic-indicators/german-manufacturing-growth-accelerates-in-august-as-orders-surge-pmi-shows-4883581
https://en.yna.co.kr/view/AEN20260901002752320?section=economy-finance%2Feconomy
https://www.drewry.co.uk/maritime-research-opinion-browser/world-container-index-assessed-by-drewry
https://www.ismworld.org/supply-management-news-and-reports/reports/rob-report-calendar/
https://www.bls.gov/schedule/2026/09_sched_list.htm
https://www.stats.gov.cn/english/PressRelease/202609/t20260901_1965170.html
https://www.bls.gov/schedule/2026/09_sched_list.htm
https://www.newstribune.com/news/2026/sep/01/canadas-retaliatory-tariffs-poised-to-hit/
https://www.drewry.co.uk/maritime-research-opinion-browser/world-container-index-assessed-by-drewry

