Market Intelligence Brief - Morning Update

Monday, August 24, 2026 - 8:25 AM ET | Horizon: prior 2-4 weeks -> next 2-4 weeks

Executive synthesis

There has not been a major regime change since last night's Report #1, but the morning data sharpen
the picture.

The most important conclusion remains: the economy is not currently signaling recession, but the
market is becoming increasingly sensitive to cost-of-capital, energy, trade, and logistics pressure. U.S.
futures were modestly lower before the open, with Nasdaq futures off roughly 0.5-0.7% and S&P futures
around -0.2%. Long Treasury yields eased slightly this morning, but the 10-year remains near 4.70% and
the 30-year around 5.24%, levels high enough to constrain equity valuations. Brent and WTI are down
roughly 1.5-2% this morning, but that follows oil gains of more than 5% last week, so the inflation threat
has not disappeared.

The emerging pattern is increasingly clear:

Demand remains reasonably healthy. AI and electronics demand are extremely strong.
Automotive demand is softer but not collapsing. The risks are coming primarily from the
price and availability of capital, energy, freight capacity, and cross-border trade.

That distinction matters. At this point this looks more like a margin-pressure / valuation / market-
rotation environment than the beginning of a classic demand-driven recession.

Current signal board

Area Signal What the evidence says

S&P 500: -1.44% last week, +2.19%
one month. Nasdaq: -2.17% week,
Broad equities WATCH +1.20% month. The market remains
higher over the month but
momentum has weakened.

Technology lost 3.35% last week
despite remaining +1.68% for the
Technology WATCH month. This is valuation pressure
rather than evidence that Al demand
has disappeared.

Energy gained 2.58% last week and
8.39% over one month; oil gained
Energy ELEVATED 5.62% last week. Crude is retreating
this morning, but sanctions/Hormuz
remain major swing factors.
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Area

Long-term rates

HIGH RISK

U.S.-Canada trade

HIGH RISK

Ocean freight

HIGH RISK

Al / semiconductors

STRONG

U.S. consumer

RESILIENT

Automotive

WATCH

What the evidence says

10-year Treasury ~4.70%; 30-year
~5.24%. Treasury intervention has
stabilized the market somewhat, but
underlying fiscal and inflation
concerns remain.

The new U.S. 50% duties cover about
$20B of Canadian goods - only about
5% of Canadian exports to the U.S. -
but the larger danger is spillover into
the USMCA framework and
automotive supply chains.

Drewry's World Container Index rose
4% to $4,526/40-ft container;
Shanghai -> New York and Shanghai
-> Los Angeles spot rates each rose
9% last week.

Korean chip exports surged 198.8%
YoY in the first 20 days of August; SIA
reported Q2 global semiconductor
sales up 35.1% QoQ. Physical trade
data still validate the AI boom.

Port of Los Angeles volumes remain
near records and CTA sees U.S.
consumer-tech retail revenue at
$578B in 2026, +4% YoY. Consumers
have not rolled over yet.

U.S. July light-vehicle SAAR was
16.3M, down modestly YoY. High
borrowing costs and fuel prices are
becoming headwinds, but demand
remains substantial.

Michigan

MIXED

New battery manufacturing is
coming online even as parts of the
EV/SiC supply chain contract. That
mixed signal deserves close attention.

China

WATCH

Industrial production remains
supported by high-tech
manufacturing, but retail spending
and autos are weak. Beijing is
signaling targeted support rather
than a giant stimulus package.
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Signal What the evidence says

Low Rhine water is restricting freight
loads and raising transportation costs
just as German industry attempts to
recover.

European logistics ELEVATED

1. North American trade is becoming an automotive issue, not merely a
tariff story

The direct macroeconomic effect of the new Canadian duties is smaller than the headline 50% tariff
suggests because the latest action covers only about $20 billion of trade. The more serious issue is the
deterioration of the broader trading relationship ahead of the USMCA review.

Detroit automakers are already warning that proposed changes to North American content rules could
add at least several billion dollars annually per automaker under some scenarios.

The most interesting local evidence comes from directly across the river. Stellantis is considering
disposing of its Brampton, Ontario assembly operation after previously shifting planned Jeep Compass
production to Illinois. Meanwhile, Windsor remains a major Stellantis production center.

This is exactly why Detroit/Windsor should be treated as an economic sensor.

The Gordie Howe International Bridge opened July 27, adding major new logistics capacity across the
busiest U.S.-Canada land trade corridor at almost exactly the moment that the political environment is
becoming less favorable to cross-border integration.

Inference: if North American trade rules materially tighten, we should expect sourcing changes and
capital relocation before we necessarily see a major drop in vehicle sales.

2. Michigan is giving us a useful mixed industrial signal

Two recent Michigan developments point in opposite directions.

On August 18, LG Energy Solution began production at its new Lansing battery facility. The plant is
designed for more than 35 GWh of annual capacity, will manufacture both LFP storage batteries and
NMC EV batteries, and is expected eventually to employ about 1,700 people. DTE will use Lansing-
produced cells in energy-storage projects, while Toyota will use NMC cells for vehicles including the
future Highlander EV.

At the same time, SK Siltron CSS is winding down its Bay City silicon-carbide wafer operation, citing
sustained challenges caused by changes in the EV market. Roughly 140 employees are affected.

Those developments are not actually contradictory.

They suggest that capital is migrating toward battery storage, grid infrastructure and selected EV
platforms, while portions of the earlier EV component-investment boom are being rationalized.

That is a much more useful conclusion than simply labeling Michigan manufacturing either "strong" or
"weak."
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3. Global freight is flashing yellow-to-red

This morning's logistics data deserve more attention than they normally receive.

Drewry's August 20 World Container Index increased 4% to $4,526 per 40-ft container. Shanghai-to-New
York rates climbed 9% to about $9,507, while Shanghai-to-Los Angeles also rose 9% to roughly $6,802.
Carrier capacity is being actively constrained through blank sailings, including seven cancellations
announced for the coming week.

Freightos reports another important divergence: Asia-Europe rates are cooling while trans-Pacific rates
remain strong.

That suggests the U.S. import cycle remains unusually resilient despite tariffs and higher logistics costs.
Congestion from typhoons at Shanghai/Ningbo and low Rhine levels is absorbing additional capacity.

Meanwhile, carriers are introducing Panama Canal surcharges for September, adding another potential
cost layer for Asia-to-U.S. East Coast and Gulf traffic.

This is increasingly becoming an inflation story rather than simply a shipping story.

4. U.S. ports say the consumer is still buying

The Port of Los Angeles handled 960,464 TEUs in July, its second-busiest July ever. Imports totaled
almost 500,000 TEUSs.

Port leadership specifically identified strong flows of consumer goods and equipment for factories and
data-center construction.

Long Beach also recorded its second-busiest July, moving 928,508 TEUs.

This gives us two useful physical-economy observations:

Consumer demand remains healthier than many sentiment surveys imply.
Al capital spending is large enough to show up in port and air-cargo statistics.

That second point is especially important because it independently confirms the financial-market Al
narrative.

5. Al demand is showing up across Asia's physical economy

South Korea may currently be one of the best real-world indicators for the Al investment cycle.

During August 1-20, Korean semiconductor exports reached approximately $26 billion, up 198.8% from
a year earlier. Computer-peripheral exports increased more than 240%.

Taiwan's manufacturing PMI reached 61.5 in July, the strongest level since 2021, with Al and
semiconductor demand driving orders and production.

But Taiwan manufacturers also report material shortages, longer delivery times and rising component
prices. Electronics manufacturers expect procurement costs to rise considerably faster than selling
prices, suggesting margin pressure despite robust demand.

This is an important nuance: the AT boom remains very real.

But scarcity is moving through: logic -> memory -> advanced packaging -> power -> cooling ->
manufacturing equipment -> freight.

That makes Al increasingly relevant to companies well beyond traditional semiconductor stocks.
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6. Nvidia remains this week's largest single equity catalyst

Nvidia reports Wednesday, August 26, with results scheduled around 4:20 PM ET and its conference call
at 5 PM ET.

The physical supply-chain evidence currently supports a strong demand backdrop.
Therefore, the major risk is probably expectations rather than demand itself.
A very strong Nvidia report could restore technology leadership quickly.

A merely good report could still lead to selling if investors conclude that valuation has run ahead of
growth.

That distinction will matter considerably more than the absolute earnings number.

7. Consumer electronics remain surprisingly durable

CTA's newly released 2026 Consumer Technology Industry Forecast projects approximately $578 billion
in U.S. retail technology revenue this year, up 4% YoY.

The broader CTA forecast tracks more than 200 categories, including computing, mobile, audio, smart
home, automotive and mobility, wearables, aftermarket autosound, OEM automotive electronics and
electric mobility.

There was no newer market-moving CTA release overnight, so this remains our current consumer-
electronics benchmark.

For our purposes, this is a useful confirmation that electronics demand has not broadly collapsed under
higher rates.

8. SEMA says the automotive enthusiast consumer is still spending
Likewise, there is no newer market-moving SEMA economic release since the previous report.

The latest SEMA Market Report estimates the U.S. specialty-equipment market at $52.92 billion, with
2025 sales still growing despite a difficult economic backdrop.

SEMA also reports that electric and hybrid vehicles now exceed 15% of new vehicle sales while ICE
vehicles are expected to remain dominant for some time.

That gives us another useful consumer indicator.
Vehicle personalization is discretionary spending.

If consumers begin materially pulling back on accessories, performance products, audio, wheels, trucks
and appearance upgrades, SEMA data may give us an earlier signal than some broader economic
measures.

For now, that signal remains reasonably healthy.

9. China remains the weak link in global demand

China presents almost the opposite pattern from the U.S.

July retail sales increased only 0.6% YoY, while automobile sales dropped 17%. Industrial production
nevertheless grew 4.5%, with high-tech manufacturing up 16.9%.
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China's exports are being supported by Al-related demand, but the domestic economy remains soft.

Beijing is now discussing additional targeted fiscal support for households and smaller businesses, but
so far there is no indication of a large-scale stimulus comparable with earlier Chinese rescue efforts.

Inference: China continues to export more industrial capacity into a world that is becoming less
politically willing to absorb it.

That is fertile ground for additional tariffs and trade disputes.

10. Europe's logistics problem is becoming economic
The Rhine is unusually low following summer heat and drought.

The Bundesbank expects restricted river transport and increased shipping costs to weigh on German Q3
growth because vessels must operate with reduced cargo loads and industrial supply deliveries are
being delayed.

The Rhine, Danube and other European waterways are all under unusual pressure this summer.

This is another example of effective transportation capacity declining even when the number of ships
or factories has not changed.

That can generate inflation without an increase in underlying consumer demand.

11. Energy remains the geopolitical transmission mechanism

0Oil is down this morning, with Brent around the low $90s and WTI around the mid-$80s, after rising
more than 6% last week in some benchmarks.

The big unresolved issue is Hormuz.

Commercial tanker trackers are reporting much lower transit volumes than official U.S. estimates,
illustrating how difficult it has become to know how much Gulf oil is actually moving.

Meanwhile, tanker charter rates and war-risk insurance costs are rising sharply, and Saudi Arabia is
considering a state-supported insurance structure to help keep regional shipping economically viable.

So even if physical crude continues moving, the cost of moving it is rising.

That eventually appears in inflation.

The broader pattern

The most important finding from this morning's scan is the growing separation between demand and
cost.

Demand indicators remain surprisingly Input pressures are simultaneously rising
ey e Treasury yields

e Al semiconductor shipments e trade barriers

e U.S. container imports e tanker insurance

e consumer electronics e container freight

e specialty automotive e river/canal restrictions

e selected battery and grid investment e energy uncertainty
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That combination tends to hurt profit margins and valuation multiples before it hurts revenue.

That is why technology shares can fall while Korean semiconductor exports explode upward.

It also explains why the current market behavior looks more like rotation and valuation compression

than an impending recession.

Prior 2-4 weeks: what the market is confirming

The S&P 500 remains +2.19% over one month, but fell 1.44% last week.

The Nasdaq remains +1.20% over one month but lost 2.17% last week.

Meanwhile:

Energy: +8.39% one month
Health care: +8.86%
Materials: +7.23%

Technology: +1.68%

Communication services: -2.15%

0Oil gained 5.62% last week and gold 5.56%.

That is a recognizable market message: investors have not abandoned equities, but they are becoming
less willing to pay any price for duration and growth.

2-4 week market outlook

Base case - 55%

Bull case - 20%

Bear case - 25%

S&P 500 roughly -3% to +3%.
Confidence: medium.
Economic data remain strong
enough to avoid a recession
scare, but elevated long-term
yields constrain valuation
expansion. Technology
remains volatile while energy,
healthcare, materials and
selected industrial companies
attract capital.

Approximately +3% to +6%.
Likely combination: Nvidia
materially exceeds
expectations + PCE inflation
softens + Warsh reassures
bond markets + oil/Hormuz
pressure eases + U.S.-Canada
negotiations reopen. That
combination could reverse last
week's rotation very quickly.

Approximately -5% to -10%.
Likely combination: 30-year
yields remain near or above
current extremes + oil
rebounds toward triple digits +
Canada trade retaliation
spreads into broader
automotive/USMCA trade +
Nvidia fails to validate extreme
Al expectations. The largest
downside risk is still several
adverse factors becoming
correlated at once.

The next 72 hours matter unusually much

Today: Treasury Secretary Scott Bessent is expected to announce additional economic measures against
Iran. Markets will focus on whether they materially affect Iranian crude exports or Hormuz shipping.
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Wednesday, August 26: BEA releases July Personal Income and Outlays, including PCE inflation, along
with the second estimate of Q2 GDP at 8:30 AM ET. Nvidia reports after the market closes.

Friday, August 28: Fed Chair Kevin Warsh delivers the Jackson Hole keynote at 10:00 AM ET.

By Friday afternoon, we should know considerably more about all three major market variables:

Al earnings + inflation + interest-rate policy.

Reading list

e Freightos - Global Freight Outlook, August 2026 - Best single logistics overview: Hormuz, China port
congestion, trans-Pacific rates, air freight and Al hardware.

e Drewry- World Container Index, August 20 - Hard freight-rate data showing the renewed trans-Pacific
increase and coming Panama surcharges.

e U.S.-Canada trade breakdown - The most important immediate North American trade development,
particularly for automotive manufacturing.

* Detroit automakers on the USMCA rewrite - Useful detail on why future content rules could be more
consequential than the latest tariff itself.

e LG Energy Solution - Lansing production launch - Primary-source look at one of Michigan's most
consequential new battery/energy-storage investments.

e Taiwan manufacturing / AI supply-chain report - Particularly valuable because it shows Al growth,
component shortages and margin compression from the supplier side.

e Korean semiconductor export surge - One of the strongest physical indicators currently confirming the Al
investment cycle.

e Port of Los Angeles - July cargo - Excellent physical-economy indicator covering consumer imports and
Al/data-center equipment.

e CTA-2026 Consumer Technology Industry Forecast - Current consumer-electronics benchmark, including
computing, automotive electronics, mobility and aftermarket audio.

e SEMA - 2026 Market Report - Useful baseline for automotive aftermarket demand and vehicle-owner
discretionary spending.

* Bundesbhank /Rhine freight disruption - Strong example of local logistics information becoming a
macroeconomic signal.

e SIA- Q2 semiconductor sales - Primary trade-association data confirming exceptional global chip demand.

Morning conclusion

Healthy demand, rising friction.

Until either demand clearly weakens or the friction subsides, the most likely market outcome
remains choppy rotation rather than a clean bull continuation or a recessionary collapse.

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?
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