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Executive posture
This week strengthens the economic-growth case but not the case for indiscriminate risk-taking. August payrolls 
rebounded to 162,000, reducing near-term recession risk, while the 10-year Treasury finished near 4.77% and markets 
increased the probability of another Fed hike. AI/data-center capital formation remains exceptionally strong, but energy, 
tariffs and emerging electronics-material constraints are consuming more of the economy’s resilience margin. The 
preferred posture is therefore selective participation in growth with more emphasis on cash yield, short duration, 
power/industrial infrastructure and valuation discipline.

Portfolio posture
Asset / sector Posture Why now

Cash / money markets CONSIDER INCREASING High short rates still pay investors to wait; useful dry powder if volatility rises.

Short-duration high-quality bonds CONSIDER INCREASING Resilient labor and inflation risk argue against reaching for duration; short 
maturities retain income with less rate sensitivity.

Broad U.S. equities MAINTAIN / HOLD Growth is resilient, but the S&P 500 is near highs and long yields constrain multiple 
expansion.

AI infrastructure / 
semiconductors

MAINTAIN SELECTIVELY Economic demand remains powerful; valuation and capacity-crowding risk argue 
for selectivity rather than broad chasing.

Power / grid / industrial 
infrastructure

CONSIDER INCREASING AI and industrial capex require generation, transmission, cooling, electrical 
equipment and physical build-out.

Energy MAINTAIN / TACTICAL Oil and refined-product stress support the sector, but geopolitical reversals can be 
abrupt.

Small caps WATCH / SELECTIVE Strong jobs help domestic growth, but higher-for-longer financing costs remain a 
meaningful constraint.

Long-duration bonds UNDERWEIGHT / WATCH 10-year near 4.77% and renewed hike expectations leave duration exposed to next 
week’s inflation data.

High-valuation long-duration 
growth

REDUCE IF OVERWEIGHT The economic thesis can remain intact while valuation compresses under high 
real/nominal yields.

What changed this week
 Labor risk improved materially. August payrolls rose 162,000, unemployment held at 4.1%, and prior months were 

revised higher. That reduces the immediate probability of a labor-led downturn.
 Rate risk increased. The strong jobs report pushed the 10-year Treasury toward 4.8% and revived expectations of a 

September Fed hike. Next week’s PPI/CPI now carry greater market leverage.
 Electronics supply-chain pressure became a more credible macro sensor. PCB laminates/resins and high-end MLCCs 

show tightening availability and longer lead times, while AI infrastructure is absorbing premium electronics 
capacity.

 Energy remains a stacked-risk contributor. High oil/refined-product prices transmit rapidly into freight, agriculture, 
construction and consumer costs.

 The market itself confirmed the tension: the S&P 500 gained only 0.1% for the week and Nasdaq 0.4%, while energy 
led sectors and Friday’s strong jobs report produced higher yields and lower large-cap indexes.



Market-intelligence translation
The dominant regime remains “strong investment, shrinking resilience margin.” The economy is not signaling broad 
failure. Instead, experienced operators in electronics, energy and finance are increasingly worth watching for repeated 
second-best choices: allocation, premium freight, forward buying, refinancing at unattractive terms, delayed capex, fuel 
surcharges and other workarounds. Clusters of these behaviors would indicate that normal shock absorbers are being 
consumed and would justify a more defensive posture.

Institutional / market cross-check
Market pricing: Friday’s jobs surprise lifted the 2-year yield to about 4.37% and the 10-year to roughly 4.77%, while the 
S&P 500 fell 0.4%. Markets moved toward a higher probability of a September Fed hike. This supports maintaining equity 
exposure while avoiding excessive duration and valuation risk.

Fidelity / Reuters forward focus: Next week’s PPI and CPI are positioned as the principal inputs for the September rate 
decision. The implication is that inflation data, rather than recession fear, is now the most immediate macro catalyst.

Electronics industry cross-check: High-end MLCC lead times are reported at roughly 5-10 months for some 
specifications, while PCB laminate supply is tightening as AI/data-center demand competes for glass fabric, copper foil 
and resin capacity. This supports keeping electronics constraints on the economic watch list rather than treating them as 
an isolated component story.

Recommendation history
Week Standing posture Change / confirmation

Aug. 28
Increase cash/short duration; maintain broad equities 
and selective AI; reduce concentrated high-valuation 
growth if overweight.

Baseline established after Jackson Hole: valuation/rate risk rising, 
AI economic thesis intact.

Sep. 4 Same core posture; add emphasis to power/industrial 
infrastructure; keep long duration underweight/watch.

Labor recession risk fell, but higher-for-longer rate risk and stacked 
physical-economy constraints strengthened.

Next-week watch list
Primary catalysts: Canada counter-tariffs (Sept. 8), PPI (Sept. 10), CPI/real earnings (Sept. 11), followed by the Sept. 16 Fed 
decision.

Escalation triggers: 10-year yield sustainably above ~4.8%-5.0%; hotter inflation that strengthens the hike case; 
persistent diesel/oil shock; evidence that PCB/component constraints spread from premium AI parts into ordinary 
industrial/automotive supply; or broader credit tightening/delayed capex.

Positive triggers: Cooling inflation without renewed labor weakness; energy retreat; stable/falling yields; broader 
earnings participation; and evidence that electronics/energy workarounds are restoring normal lead times rather than 
multiplying.

Bottom line
Maintain participation, but make the portfolio earn its risk. The stronger labor report argues against a broad 
defensive retreat. At the same time, high yields, energy costs and emerging industrial constraints make cash, short-
duration quality and physical-infrastructure beneficiaries unusually useful complements to equities. The key risk is no 
longer simply recession; it is that persistent inflation and stacked constraints keep the cost of capital high enough to 
compress valuations and eventually slow investment.

Sources
 U.S. Bureau of Labor Statistics — Employment Situation, August 2026  
 AP — September 4 market close and weekly index performance  
 Reuters / Fidelity — next week inflation data and rate trajectory  
 TrendForce — high-end MLCC lead-time tightening  
 Active-PCB Solutions — Q3 2026 laminate supply update  
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https://www.dol.gov/newsroom/economicdata/empsit_09042026.pdf
https://www.active-pcb.com/electronics-supply-chain-update-q3-2026/
https://www.trendforce.com/news/2026/08/18/news-mlcc-lead-times-diverge-as-high-end-products-stretch-to-5-10-months-on-ai-demand-tightness-may-extend-into-2027/
https://www.fidelity.com/news/article/?IMG=N&articleid=201903291237MRKTWTCHNEWS_SVC000341&cat=IPO&ccsource=rss-IPO
https://apnews.com/article/ebc11cfa2cf8baf4491bf3d4199c1d74
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