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horizon: next 2-4 weeks

Executive synthesis

September confirmed the project's central late-August thesis: the economy was not entering a conventional
recession, but the cost of sustaining growth rose sharply. Al- and electronics-linked capital formation broadened
into memory, printed circuit boards, substrates, optics, power equipment, data centers and grid infrastructure. At
the same time, the U.S. 10-year Treasury moved from roughly 4.8% at the start of the month to about 5.29% by
month-end, while Brent crude rose about 14% during September. The resulting market was not a broad
liquidation; it was a narrowing market in which technology held up better while rate-sensitive and cyclical breadth

deteriorated.

The strongest process success was recognizing that AI demand should be followed through the physical economy
rather than treated only as a technology-equity narrative. September manufacturing evidence later corroborated
the electronics warning: ISM reported DRAM, memory, electrical components, electronic components and printed
circuit boards in short supply, while its Prices Index jumped to 77.9 and backlog strengthened. The strongest
process miss was labor. September payroll growth slowed to only 29,000 and unemployment rose to 4.2%, showing
that the labor shock absorber weakened faster than the daily process detected.

For the next 2-4 weeks, the regime is best described as selective expansion under a high hurdle rate. Manufacturing
and strategic capital spending remain constructive, but the combination of weak payroll growth, high long-term
yields, elevated energy costs and very strong input-price pressure leaves little room for an additional shock. The
base case remains choppy rather than recessionary, with market breadth and credit more informative than the
headline S&P 500 alone.

September signal board

DINE September status What changed
Al electronics capex STRONG / Demand propagated from accelerators into memory, PCB/substrate, optics,
P BROADENING packaging, power and data-center infrastructure.
Long-term rates HIGH RISK 10-year Treasury moved from rc.)ughly 4.8% toward 5.3%, making financing cost
the clearest cross-sector constraint.
B harpl ing th h; physical ing i 1 iesel
Energy / logistics ELEVATED re.nt rose s. arply during t ’ e mc.)nt ; p ysical routing improved late, but diesel,
freight and insurance remained inflation channels.
A look ili 1ls 1 1 29k
U.S. labor WEAKENING ugust looked resilient, but September payrolls later slowed to +29k and
unemployment rose to 4.2%.
. CONSTRUCTIVE / September ISM remained at 54.5 with stronger new orders, but prices, backlogs
Manufacturing .
COSTLY and shortage lists worsened.
Market breadth WEAK Headline .indexes masked broad deFe.rioration; technology outperformed while
equal-weight and smaller/rate-sensitive areas lagged.
Credit / liquidity WATCH No generali.zed seizure d.eveloped, b.ut high absolute yields and some spread
pressure raised refinancing and project hurdles.
Consumer / housing SOFT Confidence and affordability remained weak even while nominal consumption

stayed resilient.
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1. Major economic and market patterns

1. Al became a physical-capacity cycle. The month repeatedly produced independent confirmation from the United
States, South Korea, Taiwan, Japan, Hong Kong, Germany and the United Kingdom. The strongest signals were not
software announcements; they were semiconductor exports, memory demand, board/substrate capacity, optical
networking, power systems, data-center investment and grid constraints. The implication is that the cycle is real,
but increasingly vulnerable to power, component, financing and execution bottlenecks.

2. The bond market became the dominant constraint. The daily process correctly treated a sustained 10-year yield
near 5% as a regime threshold. September moved decisively through it. The increase was initially tied to oil,
inflation and Fed tightening risk, but by month-end the long end also reflected term-premium, debt-supply and
market-technical concerns. This matters because high long rates can weaken housing, smaller firms and marginal
capital projects without requiring a broad recession.

3. Energy acted as an inflation transmitter rather than a standalone commodity story. Brent moved above $100
multiple times and finished the month with a large gain. The reports correctly emphasized diesel, freight,
insurance and routing behavior because those channels determine whether a geopolitical shock becomes an
economy-wide cost shock. Physical Gulf flows improved late in the month, but the delivered-cost system remained
fragile.

4. Electronics scarcity moved from anecdote toward corroborated pattern. The month began with warnings around
memory, laminates/resins, passives and PCB capacity. By early October, ISM respondents were explicitly reporting
DRAM, memory, electrical/electronic components and printed circuit boards in short supply, with no commodities
listed as falling in price. This is exactly the type of forced-choice behavior the process is designed to catch before it
becomes a broad headline shortage.

5. Market divergence mattered more than the headline index. The S&P 500 declined only modestly in September
while the Nasdaq gained, but the Dow fell sharply and equal-weight performance was much weaker. That confirms
the reports' repeated expectation of rotation and dispersion rather than broad liquidation. It also means the cap-
weighted S&P 500 understated how restrictive rates and costs became for the median company.

2. What changed from August

Area August posture September outcome
. Selective expansion; Al/capex strong, Still selective, but stronger evidence of manufacturing
Growth regime . . . .
household side softer. expansion and much higher financing cost.
Rates Near-4.7% long yields were a warning; 5% was | Threshold was tested and exceeded; 10-year ended near
a bear threshold. 5.3%.
Ener Renewed Hormuz risk was a rising inflation Energy became a persistent market and cost-transmission
&y concern. driver; Brent gained sharply.
. . . . Memory, PCB, passives and electrical/electronic constraints
Electronics Capacity crowding was emerging. .
became corroborated across industry sources.
.. . . s Resilience faded late: September payrolls +29Kk,
Labor Low-hiring/low-firing but still resilient. P pay
unemployment 4.2%.
. . Divergence became extreme; cap-weighted tech strength
Market breadth Selective leadership expected. & P & &
masked broad weakness.

3. Signals that strengthened, faded or failed to transmit

« Strengthened: Al/electronics capital formation; advanced memory and component scarcity; grid/power
constraints; long-rate pressure; energy-to-inflation transmission; local Asian and European
electronics/industrial signals.

* Faded or partially reversed: the immediate probability of a straight-line energy crisis eased as Gulf export
workarounds and Saudi routing improved; crude still stayed expensive enough to remain macro-relevant.

September 2026 Review | Portfolio-independent intelligence | Page 2




MARKET INTELLIGENCE | MONTHLY REVIEW
¢ Did not become a broad macro event: U.S.-Canada tariff friction remained operationally important but did not
produce the widespread Detroit-Windsor production disruption that the risk framework was watching for
during September.
* New late-month weakness: labor softened more than the process expected, while the bond market stayed
unusually weak even after softer jobs and inflation data - evidence that Fed policy was no longer the only driver
of long yields.

4. Enhanced economic sensors - material September findings

Al adoption / economic transmission. Material. The strongest evidence remained capital formation rather than
enterprise productivity. AI demand translated into semiconductor exports, servers, memory, PCB/substrate, optics,
power and construction. The project should continue separating observable investment and output from narrative
adoption claims.

Education / talent pipeline. Not promoted. September did not produce a talent-pipeline development large enough
to change the 2-4 week economic or market outlook. It remains a structural watch rather than a monthly driver.

Policy / regulatory pipeline. Material. The Federal Reserve resumed tightening in September, trade rules remained
active, and utilities/regulators increasingly tightened large-load/data-center interconnection requirements. Policy
moved from background risk into real financing and project-timing consequences.

Power / energy infrastructure. Highly material. The reports were right to treat power as both an Al enabler and a

constraint. Grid congestion, interconnection limits, electrical-equipment scarcity and energy-price volatility
increasingly determine where and when compute and industrial projects can proceed.

Industrial capacity / capital formation. Highly material. The best September signals came from actual orders,
exports, factory investment, data-center buildout and equipment capacity rather than announced spending alone.
The key distinction going forward is whether projects continue into physical construction and equipment orders
despite 5%+ long rates.

5. Forecast and process scorecard

Measure Assessment Evidence Process implication
K -based ios; add
Most daily base ranges called for volatile consolidation ¢ep range ?Se Scenarios; a‘
. . . breadth metrics so a flat headline
Direction / range GOOD rather than recession. September S&P 500 outcome near . .
. index does not hide internal
-0.7% sat comfortably inside those ranges.
damage.
Bear probability rose as oil, inflation and yields stacked, Do not grade one scenario path as if
. . . MIXED / reaching 40% mid-month. The bear path did not become probabilities were deterministic.
Probability calibration . o . . . .
REASONABLE the realized headline-index outcome, but its underlying Track calibration over many
constraints did materialize. months.
5% Treasury and $100 oil thresholds were identified before
GOOD ON . .
- the largest market pressure. Labor cooling accelerated Add higher-frequency labor breadth
Timing RATES/ENERGY; after the process had treated jobs as a primary shock and hours sensors
LATE ON LABOR P ) primary b :
absorber.
Signal quality STRONG Electronics, energy, grid/power and local in'dustrial Keep physical-econorpy and local-
sources produced corroborated early warnings. trade-source emphasis.
s -, . . Require operating evidence -
Canada tariff risk and some maritime scenarios received ‘e qeate d Ex o ditfs schedule
False positives LIMITED substantial attention but did not create broad production P P ) L.
changes, allocation, margin hits -
stoppages. . -
before escalating watch items.
Th d ighted t
r:rﬁflfr(;stsiseg? ssrwlel/fnaikete I;(rertlzhnical drivers of the lon Add Treasury-market
Missed developments MEANINGFUL P PPy & microstructure and labor leading
bond selloff and underdetected September labor s
. indicators.
weakening.
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Measure Assessment Evidence Process implication

Expand EE Times, CTA, SEMA,
RV/powersports and Elkhart/ASA
ecosystem as quiet discovery
Sensors.

BLS, ISM, Treasury/EIA, industry associations,
Source usefulness HIGH TrendForce/Global Electronics and local electronics
reporting were most useful.

Formalize a cross-system stress
checklist spanning electronics,
energy, finance and consumer
durables.

The resilience-margin framework worked: the most useful
Process improvement CLEAR evidence was repeated forced-choice behavior across
unrelated systems.

Bad forecast vs. bad process

A bad forecast is a reasonable process that encounters a low-probability outcome. A bad process is one that ignores
available evidence, overweights a favored narrative, or fails to update when confirmation changes. September
contained more forecast misses than process failures. The daily scenarios sometimes overestimated the probability
of an immediate broad market break, but they correctly identified the mechanisms that actually dominated the
month: long yields, energy, narrowing breadth, electronics scarcity and Al capital formation. The two genuine
process weaknesses were insufficient labor sensitivity and insufficient attention to long-end Treasury mechanics
beyond Fed policy and inflation.

Missed-sensor review

* Labor momentum: add temporary-help employment, average weekly hours, continuing claims, small-business
hiring plans, recruiter/job-posting intensity and industry-level payroll breadth. The September +29k payroll
print should not have arrived as such a large surprise to the process.

* Treasury term premium and funding mechanics: add auction tails/bid-to-cover, foreign demand, Treasury
issuance mix, term-premium estimates, MBS convexity/hedging pressure and leveraged-fund positioning. Long
yields staying high after softer jobs is evidence that the long end has its own stress dynamics.

* Consumer discretionary early warnings: quietly scan CTA, SEMA, RVIA/Elkhart-area reporting, powersports
publications and ASA/electronics suppliers. Dealer inventory, wholesale orders, financing and mix shifts can
reveal confidence before headline retail data.

* Electronics look-ahead: add EE Times as an occasional source alongside CTA, Global Electronics Association,
TrendForce and regional Taiwan/Japan/Korea coverage. Promote only when multiple sources show forced
choices or capacity stress.

6. Next 2-4 weeks - October outlook

The early-October data sharpen the September split. September payrolls rose only 29,000 and unemployment
increased to 4.2%, which lowers the probability of near-term Fed tightening but weakens the labor cushion. At the
same time, September ISM manufacturing remained expansionary at 54.5, new orders rose to 55.3, the Prices Index
jumped to 77.9, backlogs increased and multiple electronics categories were reported in short supply. The bond
market's failure to rally durably after weak jobs is the central warning: financial conditions can remain restrictive
even if Fed expectations soften.

Scenario Probability Likely path Confirmation / invalidation

Choppy selective expansion; S&P 500 roughly -5%

. . . Supported if 10-year remains around 5.0%-5.35%,
to +4%. Al/electronics and manufacturing remain PP Y ’ ’

BASE 50% . credit stays orderly, oil does not reaccelerate
firm, but labor, breadth and financing stay . y Y . ..
.. materially, and earnings/capex remain intact.
restrictive.
Broader risk-on; roughly +5% to +8%. Softer labor
. . sy . Requires simultaneous decline in long yields and
and inflation reduce Fed pressure, long yields . . .
BULL 25% delivered-energy costs plus improving equal-

finally retreat below 5%, oil/freight ease and

market breadth improves. weight/small-cap participation.
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Scenario Probability Likely path Confirmation / invalidation

Constraint-driven correction; roughly -8% to -13%.
Long yields re-establish above ~5.4%, energy
spikes, credit spreads widen or labor weakness
turns into capex/earnings cuts.

Triggered by stacked deterioration across yields,
oil, credit, payroll breadth and project delays
rather than one headline shock.

BEAR 25%

Near-term confirmation points

* October 14 CPI and October 15 PPI: test whether September's very high manufacturing price pressure is reaching
broader inflation measures.

* 10-year Treasury behavior after soft labor data: sustained levels near 5.3% despite weaker payrolls would
confirm that term premium/funding pressure is independent of the Fed path.

* Q3 earnings and capex guidance: determine whether Al/electronics investment remains physical and funded, or
whether 5%+ long rates begin pushing projects out in time.

e Electronics lead times and pricing: DRAM, memory, PCB/substrate, electrical components, optics and passives
remain high-value early-warning sensors.

 Consumer discretionary feeders: RV, powersports, specialty automotive/SEMA and consumer electronics
order/inventory signals should be watched for evidence that weak confidence is becoming weaker spending.

7. Process improvements for October

The process should not become longer; it should become more discriminating. Preserve the broad continuity +
discovery scan, but make four refinements: (1) add a long-end Treasury/funding sensor distinct from the Fed
sensor; (2) add labor leading indicators so payroll deterioration is detected earlier; (3) institutionalize electronics
and discretionary-durable trade sources as quiet look-ahead sensors; and (4) score cross-system resilience by
looking for repeated suboptimal choices rather than headline disruptions. Local reporting remains especially
valuable when it provides direct evidence of hiring, overtime, shortages, project delays, dealer inventory, sourcing
changes or capacity additions.

Conclusion

September was not a failed-growth month; it was a higher-friction growth month. The Al/electronics capital cycle
strengthened and broadened, but the rest of the economy paid a higher price for capital, energy and scarce
industrial capacity. The process correctly anticipated the importance of 5% long yields, energy transmission and
electronics constraints, and it correctly expected dispersion rather than a conventional recessionary liquidation.
The main corrective lesson is that labor and Treasury-market structure need stronger independent sensors.
October begins with a more delicate balance: weaker payroll growth could relieve Fed pressure, but ISM pricing
and a stubbornly high long bond show that inflation and financing risk have not disappeared. The next 2-4 weeks
should be judged by whether lower labor pressure finally lowers long yields - and whether strategic capital
spending remains intact while that adjustment occurs.

Curated Reading List

* BLS - September 2026 Employment Situation
* ISM - September 2026 Manufacturing PMI
¢ U.S. Treasury - Daily Treasury Par Yield Curve Rates

* Global Electronics Association - Supply Chain Tightening Again

* TrendForce - Memory / electronics supply-chain coverage

* EE Times - semiconductor and electronics industry coverage

* CTA - consumer technology industry research and publications

* SEMA - specialty automotive market and industry research

* RV Industry Association - RV market data and forecasts
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https://www.bls.gov/ces/
https://www.rvia.org/
https://www.sema.org/
https://www.cta.tech/
https://www.eetimes.com/
https://www.trendforce.com/
https://www.electronics.org/blog/supply-chain-tightening-again-data-makes-it-hard-look-away
https://home.treasury.gov/resource-center/data-chart-center/interest-rates/TextView?type=daily_treasury_yield_curve
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-pmi-reports/pmi/september/
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* ASA Electronics - RV / marine / powersports electronics sensor

Sources and evidence base

Primary internal evidence: archived September 2026 Morning Market Intelligence Briefs in Market Intelligence /
Daily Briefs / 2026 / September, plus Weekly Portfolio Posture reports dated September 4 and September 11.
Historical forecasts were reviewed as contemporaneous records and were not hindsight-edited.

* BLS - CPS / September unemployment and labor-force measures

* BLS - Employment Situation release calendar and latest CES

* ISM - September Manufacturing PMI 54.5, Prices 77.9, shortage list
* AP - September 30 U.S. market close

* Reuters-syndicated oil market coverage - September 30

Purpose of the Monthly Review

This review is a separate retrospective and process-audit product. It does not replace the daily Market Intelligence
Brief or the Weekly Portfolio Posture report. Its purpose is to identify what the month actually taught the
intelligence process, test archived forecasts without hindsight editing, distinguish forecast error from process
error, and improve the sensors used for the next 2-4 week assessment while preserving portfolio-independent
analytical discipline.
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https://www.marketscreener.com/news/oil-prices-rise-by-about-1-bbl-on-stalled-us-iran-talks-and-tight-fuel-markets-ce785ad2db8ef22d
https://apnews.com/article/1ee73f14dc23f6139eeb12c7397f543e
https://www.ismworld.org/supply-management-news-and-reports/reports/ism-pmi-reports/pmi/september/
https://www.bls.gov/ces/
https://www.bls.gov/cps/latest-numbers.htm
https://asaelectronics.com/
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