Market Intelligence Brief - Morning Update

Wednesday, September 2, 2026 - 10:20 AM ET | Horizon: prior 2-4 weeks -> next 2-4 weeks

Executive synthesis

The September opening has sharpened the same tension identified in the August 31 brief: real capital investment remains
unusually strong, but the cost of capital and energy has become more restrictive. Tuesday's S&P 500 decline of about 0.7%
and Nasdaq decline of about 1.0% came as the 10-year Treasury pushed to roughly 4.8% and oil moved near $90-$95. This
morning the market is steadier, but those two constraints remain the dominant near-term risk.

Today's labor data add a second warning without yet confirming recession. ADP reports only 38,000 private-sector jobs
added in August - the slowest pace since January - with manufacturing down 17,000 and professional/business services
down 16,000. At the same time, July JOLTS still shows 7.27 million openings and fewer layoffs than in June. The labor
market therefore still looks more like low-hiring / low-firing than broad contraction, but Friday's payroll report has
become more consequential.

The strongest counter-signal remains physical Al investment. Dell reported record Al orders of $60.9 billion and a $95
billion AI backlog, with demand broadening beyond hyperscalers. Broadcom reports after today's close, creating an
important breadth test for custom silicon, networking and enterprise Al infrastructure. U.S. manufacturing also remains
in expansion at an ISM PMI of 54.6, although new orders, backlogs and imports softened and input prices remain elevated.

Bottom line: the base case remains choppy, rotation-heavy rather than recessionary, but the margin for error has
narrowed. The combination of 4.8% long rates, $90+ oil, softer hiring and escalating U.S.-Canada trade friction raises the
probability that strong capital formation fails to translate into broad equity gains over the next several weeks.
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1. Labor is softening at the hiring margin - not yet breaking
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ADP's August report shows private employers added 38,000 jobs, below expectations and the slowest pace since January.
Goods-producing employment fell 10,000, including a 17,000 manufacturing decline; professional and business services
lost 16,000. Education and health services added 45,000, construction 12,000, and leisure/hospitality 16,000. This is a
narrower labor market than the headline unemployment rate alone suggests.

JOLTS provides the counterweight. July job openings were 7.271 million, up modestly from a downward-revised June,
while layoffs and discharges were 1.7 million and little changed. Durable-goods manufacturing openings rose sharply
even as hiring fell. The signal remains a cautious employer sector: vacancies exist, but firms are reluctant to convert them
into hires. Friday's payroll report is now the key confirmation test.

2. Manufacturing is expanding, but the composition is less comfortable

The August ISM Manufacturing PMI eased to 54.6 from 55.6 but remained solidly above the 50 expansion line. New orders
expanded for an eighth month, yet order growth, backlogs and imports weakened while input prices stayed elevated.
Some of the earlier strength may also reflect front-loading ahead of tariffs and supply disruption. The physical economy is
therefore still growing, but the forward pipeline is not strengthening at the same rate as current production.

3. Al capital formation is broadening into real infrastructure

Dell's quarter is one of the clearest physical-capacity signals in the current cycle. The company reported $60.9 billion of AI
orders, $16.4 billion of Al server revenue and a $95 billion backlog, with customers expanding across neoclouds, sovereign
deployments and enterprises. Dell also emphasized that deployments increasingly require engineering around power,
cooling, networking and data-center design. This is evidence of Al spending transmitting beyond GPUs into servers,
electrical infrastructure, construction and technical services.

Broadcom reports after today's close. Its result matters less as a single-stock event than as a test of whether custom
accelerators, networking and private/enterprise Al are confirming the same investment cycle. A strong result would
reinforce the economic Al thesis even if high rates continue to constrain valuation multiples.

4. 0il and long rates are now reinforcing one another

The 10-year Treasury reached roughly 4.80% and the 30-year roughly 5.28% as oil and inflation concerns intensified. WTI
has traded around $90 and Brent around $95 amid renewed U.S.-Iran strikes and uncertainty over Hormuz traffic. Even
without a full closure, tanker routing, insurance, diesel and refined-product tightness can transmit into transportation and
industrial costs. This is the most direct challenge to the current expansion: capital spending can remain strong while its
financing and operating costs rise simultaneously.

5. Detroit-Windsor trade risk is becoming a near-dated operating issue

Canada's retaliatory tariffs are scheduled to take effect September 8 after negotiations collapsed in August. The Detroit
Regional Chamber and MichAuto continue to warn that escalation is especially damaging to the integrated Michigan-
Ontario manufacturing system. The highest-value early indicators remain cross-border freight, supplier working capital,
sourcing changes, overtime, inventory and tooling decisions - not vehicle sales, which will lag the operating impact.

The broader pattern

The evidence still supports a split economy rather than a conventional recession. Capital-intensive activity - Al
infrastructure, data centers, selected manufacturing and construction - remains strong. Household-sensitive and labor-
intensive areas are less robust. The new complication is that the two major constraints, energy and long-term interest
rates, are rising together. That increases the hurdle rate for every investment project and compresses the valuation
support available to equities.

The most useful framework remains: strong investment, higher friction. The question for September is whether physical
investment can keep expanding fast enough to offset softer hiring, high financing costs, tariffs and energy inflation.

Prior 2-4 weeks: what the market is confirming

Market behavior is increasingly consistent with selective risk appetite rather than broad liquidation. Al-related earnings
continue to produce strong company-specific responses, but the broader indexes have become more sensitive to Treasury
yields. September opened with the Dow down about 0.8%, the S&P 500 down about 0.7% and Nasdaq down about 1.0%,
while energy benefited from higher oil. Small caps and semiconductors were weaker, reinforcing the message that higher
discount rates are narrowing rather than eliminating risk appetite.
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The bond market remains the clearest warning sensor. A sustained 10-year yield near or above 4.8%, especially if it
approaches 5%, would materially tighten the base-case assumptions. Conversely, a retreat in oil and yields combined with
stable employment would restore room for the investment cycle to drive broader equity gains.

2-4 week market outlook
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Near-term catalysts
* Today, Sept. 2 - Broadcom earnings after the close: custom silicon, networking and enterprise/private-Al breadth test.

e Today - Fed Beige Book and factory/manufacturing data: regional confirmation of labor, pricing and industrial
conditions.

e Thursday, Sept. 3 - Initial jobless claims and ISM Services: test whether labor softness is spreading beyond
manufacturing.

e Friday, Sept. 4 - U.S. August employment report: principal confirmation/invalidation event for the low-hiring / low-firing
thesis.

« Sept. 8 - Canadian retaliatory tariffs take effect; watch Detroit-Windsor freight and supplier behavior.

e Sept. 16 - Federal Reserve decision: oil, labor and inflation will determine whether the post-Jackson Hole hawkish
repricing persists.

Reading list
ADP - August National Employment Report

BLS - July Job Openings and Labor Turnover Survey

Reuters - U.S. manufacturing activity slows in August

Dell Technologies - Q2 FY2027 earnings call transcript

Broadcom - Q3 2026 earnings event

MichAuto - Trade Policy Resource Center

Sources

ADP Research - August employment and pay data
U.S. Bureau of Labor Statistics - July JOLTS
New York Fed - September 2026 economic indicators calendar

Reuters - Sept. 2 U.S. futures, oil and Treasury yields

Reuters - Dell Al server demand and outlook
Dell Technologies - Q2 FY2027 earnings call
Broadcom Investor Relations - Q3 2026 event

MichAuto - U.S.-Canada trade policy resource center

Morning conclusion

Strong investment is still winning the economic argument - but high rates, high energy costs and weaker hiring are
winning more of the market argument.
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https://mediacenter.adp.com/2026-09-02-ADP-National-Employment-Report-Private-Sector-Employment-Increased-by-38%2C000-Jobs-in-August
https://michauto.org/michauto-trade-policy-resource-center/
https://investors.broadcom.com/events/event-details/q3-2026-broadcom-earnings-conference-call
https://investors.delltechnologies.com/static-files/a24f97e4-63b2-460d-a4be-44738826e8ce
https://www.investing.com/news/stock-market-news/dell-shares-gain-after-strong-ai-server-demand-boosts-annual-forecast-4885629
https://www.investing.com/news/economy-news/us-stock-index-futures-subdued-as-oil-treasury-yields-rise-on-iran-tensions-4885553
https://www.newyorkfed.org/research/calendars/i-sep26.html
https://www.bls.gov/news.release/archives/jolts_09012026.htm
https://mediacenter.adp.com/2026-09-02-ADP-National-Employment-Report-Private-Sector-Employment-Increased-by-38%2C000-Jobs-in-August
https://michauto.org/michauto-trade-policy-resource-center/
https://investors.broadcom.com/events/event-details/q3-2026-broadcom-earnings-conference-call
https://investors.delltechnologies.com/static-files/a24f97e4-63b2-460d-a4be-44738826e8ce
https://www.investing.com/news/economy-news/us-manufacturing-activity-slows-in-august-input-prices-still-elevated-4884251
https://www.bls.gov/news.release/archives/jolts_09012026.htm

Today's data do not establish recession. They do establish a narrower path. Manufacturing is expanding, Al infrastructure
demand is exceptionally strong and job openings remain substantial. But private hiring is slowing, long rates are near a
key warning threshold, oil is elevated and North American trade friction is approaching implementation. The base case
therefore remains a selective, volatile market rather than a clean risk-on advance.

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. The system scans
broadly, filters intelligently and reports concisely, using physical-economy, policy, labor, technology, energy,
infrastructure and capital-formation signals to answer a practical question: What do these developments likely mean for
the economy and financial markets over the next several weeks?
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