Market Intelligence Brief - Morning Update

Tuesday, August 25, 2026 - 9:25 AM ET | Horizon: prior 2-4 weeks -> next 2-4 weeks

Executive synthesis

There has not been a regime change since yesterday's morning report, but several signals strengthened
overnight and this morning. U.S. futures are pointing higher after Monday's technology-led weakness,
while crude oil is retreating. The relief is real, but it does not remove the underlying pressure from long-
term rates, North American trade uncertainty, and increasingly expensive global freight.

The most important new information is logistical. S&P Global's Platts Container Index has surged to $7,565
per FEU, its highest level of 2026, as Panama Canal draft restrictions, Asian weather disruption and vessel-
space constraints push North American lanes to four-year highs. At the same time, the U.S.-Canada dispute
is moving from rhetoric into an increasingly concrete automotive sourcing risk for Michigan and Windsor.

Demand remains reasonably healthy. AI and semiconductor demand remain exceptionally
strong. Consumer and vehicle demand are still functioning. The growing risks are the cost and
predictability of capital, freight, energy, and cross-border trade.

That distinction remains central. The evidence still fits a margin-pressure / valuation / market-rotation

environment better than a classic demand-driven recession.
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What the evidence says

Monday: S&P 500 -0.28%, Nasdaq -0.77%,
Dow +0.26%. Futures are higher this
morning. Rotation, not broad liquidation,
remains the dominant pattern.

Nvidia fell 2.9% Monday and has
weakened ahead of Wednesday earnings.
Physical Al demand remains strong;
expectations and valuation are the risk.

Oil is lower this morning, with Brent near
$88 and WTI near $82 in early trading, but
Iran/Hormuz shipping risk remains a
major swing factor.

10-year Treasury remains around 4.7%;
30-year around 5.2%. These levels
continue to constrain long-duration equity
valuations.

Trade talks failed and the U.S. is
threatening 50% tariffs on Canadian cars,
trucks and auto parts from Jan. 1.
Michigan/Windsor exposure is unusually
high.

Platts Container Index reached $7,565/FEU,
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a 2026 high. Panama draft restrictions and
space constraints are pushing North
American lanes sharply higher.

Korean chip exports nearly tripled YoY in
Al / semiconductors STRONG Aug. 1-20 data. Physical trade still validates
extraordinary Al infrastructure demand.

Port, vehicle and consumer-tech data
remain inconsistent with a conventional
consumer-led recession, though
affordability remains a headwind.

U.S. consumer RESILIENT

Demand remains functional, but tariff
Automotive WATCH uncertainty is becoming a sourcing,
investment and supplier-margin problem.

Battery and logistics investment continue
while selected EV/SiC assets retrench.

Michigan LTDCED) Canada trade risk is now the dominant
local macro variable.
High-tech production remains stronger
. than domestic consumption; excess
China WATCH P

industrial capacity continues to raise
global trade-friction risk.

Panama restrictions, Asian port weather,
Rhine constraints and other regional
disruptions are reducing effective freight
capacity.

Global logistics ELEVATED

1. North American trade is now the dominant Michigan industrial risk

The U.S.-Canada trade dispute moved materially beyond yesterday's baseline. The United States is now
threatening 50% tariffs on Canadian automobiles, trucks and auto parts beginning January 1, while
Canada is preparing retaliation. The immediate tariff coverage is less important than the uncertainty
being injected into the integrated North American production system.

Michigan is unusually exposed because Detroit-Windsor manufacturing does not operate as two
independent systems. Components, materials and finished products cross the border repeatedly. Local
reporting from Detroit and Windsor is already emphasizing delayed investment, layoffs and the difficulty
of making long-term sourcing decisions under repeated tariff changes.

The Detroit Regional Chamber's position is unusually direct: prolonged tariffs create economic pain on
both sides of the border and weaken the North American manufacturing bloc relative to global
competitors.

Inference: watch supplier decisions before vehicle sales. Tooling transfers, sourcing changes, investment
delays, overtime cuts and cross-border freight patterns may become the earliest useful indicators.

2. Global freight has moved from yellow-to-red

The strongest new data point this morning comes from S&P Global. The Platts Container Index reached
$7,565 per FEU on August 21, the highest level of 2026. North American trade lanes reached four-year
highs as Panama Canal restrictions, Asian weather and vessel-space constraints reduced effective
capacity.
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FreightWaves reports that Panama Canal daily transits will be reduced beginning in September and
previously planned draft increases have been postponed. Rainfall across the canal watershed from May
through August was 34% below historical average and watershed inflows were 44% below average.

This reinforces yesterday's conclusion: freight inflation is increasingly being created by reduced system
efficiency rather than a simple surge in consumer volume. That makes it more persistent and more
relevant to corporate margins.

3. Nvidia remains the largest single equity catalyst this week

Nvidia reports Wednesday after the close. Monday's 2.9% decline extended the pre-earnings weakness in
Al-related shares, even though analysts still expect roughly $92 billion in quarterly revenue.

The physical supply-chain evidence remains supportive: Korean semiconductor exports nearly tripled
year over year in the first 20 days of August, and data-center equipment continues to appear in U.S. freight
flows.

The risk therefore remains expectations rather than an obvious collapse in demand. A merely excellent
report could disappoint. A report showing another acceleration in Al infrastructure spending could
quickly reverse the recent technology rotation.

4. Michigan remains a useful industrial sensor

The local picture remains mixed rather than weak. LG Energy Solution has begun Lansing-area battery
production while SK Siltron is winding down its Bay City silicon-carbide operation. At the same time,
Michigan continues to receive logistics and manufacturing investment.

The new Gordie Howe International Bridge is especially important as a real-world indicator. It adds major
physical capacity to the Detroit-Windsor corridor just as policy uncertainty makes cross-border
production economics less predictable.

That contradiction - better infrastructure but worse trade predictability - is worth following closely over
the next several months.

5. Al demand is still visible in the physical economy

South Korea remains one of the cleanest real-world indicators of the Al investment cycle. Semiconductor
exports during August 1-20 reached about $26 billion and nearly tripled from a year earlier.

This is not merely a stock-market narrative. Al spending is propagating through memory, advanced
packaging, power electronics, cooling, server hardware, manufacturing equipment, air cargo and ocean
freight.

The implication is broader than Nvidia: Al remains a genuine industrial capital cycle even if individual AI
equities experience valuation compression.

6. Energy is providing relief today, not resolution

Oil prices are down sharply this morning, helping equity futures and reducing immediate inflation
pressure. Brent is around the high-$80s and WTI near the low-$80s in early trading.

The unresolved issue remains Iran and the Strait of Hormuz. U.S. sanctions are intensifying, tanker
behavior remains difficult to measure because of disabled tracking systems, and insurance and charter
costs remain exposed to geopolitical risk.
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The useful market distinction remains crude price versus delivered energy cost. Transportation and
insurance can remain inflationary even when the benchmark barrel price falls.

7. Consumer and automotive demand are still holding

The evidence continues to argue against a conventional consumer-led recession. Major U.S. ports remain
busy, July vehicle inventories tightened as demand absorbed available units, and consumer-technology
and specialty-automotive spending remain substantial.

CTA's current 2026 forecast remains approximately $578 billion of U.S. consumer-technology revenue,
about 4% growth. SEMA's latest market report keeps U.S. specialty-equipment spending near $53 billion.

For our purposes, these are valuable discretionary-demand indicators. A meaningful pullback in
electronics, aftermarket automotive and vehicle accessory spending would be an early warning. That
signal has not yet arrived.

8. China remains the weak side of the global demand equation

China continues to show a split between industrial output and domestic consumption. High-tech
manufacturing and export capacity remain stronger than household demand and autos.

That creates a global policy problem: Chinese industry can continue producing into a world that is
increasingly reluctant to absorb excess capacity. The likely consequence is continued trade disputes,
tariffs and pressure on manufacturers outside China.

The broader pattern
The most important finding remains the growing separation between demand and cost.

.. . . . Input pressures are simultaneously risin
Demand indicators remain surprisingly healthy putp y J

. . - Treasury yields
- Al semiconductor shipments yn
. . - trade barriers
- U.S. container imports . .
. - container freight
- consumer electronics .
. . - tanker insurance
- specialty automotive . .
. - canal/river restrictions
- selected battery/grid investment .
- energy uncertainty

That combination tends to hurt profit margins and valuation multiples before it hurts revenue. It explains
why technology shares can weaken while semiconductor exports accelerate, and why the current market
still looks more like rotation and valuation compression than an impending recession.

Prior 2-4 weeks: what the market is confirming

The broad market remains positive over roughly the last month, but leadership has broadened away from
technology. Monday extended the pattern: the Dow gained 0.26%, while the S&P 500 fell 0.28% and the
Nasdaq lost 0.77%. Nvidia fell 2.9%, Micron 5.9% and Sandisk 6.5%.

Market message: investors have not abandoned equities. They are becoming more selective
about valuation, duration, financing cost, and exposure to tariffs and inflation.
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2-4 week market outlook

Base case - 55% Bull case - 25% Bear case - 20%

S&P 500 roughly -3% to +4%.

. o o T3 . 0t 100k T3
Confidence: medium. Demand Approximately +5% to +8%. Likely =~ Approximately -7% to -10%. Likely

. . combination: Nvidia materially combination: Nvidia disappoints +
remains strong enough to avoid a . . . . .
. exceeds expectations + PCE softens inflation stays sticky + 10-year yield
recession scare, but long-term . . . .
. . .. + Treasury yields retreat + oil approaches 5% + oil/Hormuz risk
yields, freight and trade friction . . . L.
. . . remains contained + U.S.-Canada worsens + Canada retaliation
constrain valuation expansion. - .
negotiations improve. broadens.

Expect rotation and volatility.

The next 72 hours matter unusually much

Today: Conference Board Consumer Confidence and new-home-sales data provide another check on
household demand and affordability.

Wednesday, August 26: July Personal Income and Outlays / PCE inflation and the second estimate of Q2
GDP are due at 8:30 AM ET. Nvidia reports after the market closes.

Thursday-Friday: Jackson Hole becomes the focus for the rate outlook, culminating with Fed Chair Kevin
Warsh on Friday morning.

By Friday afternoon, we should know considerably more about all three major market
variables: Al earnings + inflation + interest-rate policy.

Reading list

e S&P Global - Platts Container Index hits 2026 high - Best new hard-data logistics item; Panama
restrictions and North American lanes are driving a sharp rate increase.

e FreightWaves - Panama Canal capacity cuts - Useful operational detail on rainfall, transit reductions
and the implications for U.S. East/Gulf Coast routing.

e Detroit Regional Chamber / MichAuto - U.S.-Canada trade relations - Direct local-industry assessment of

the risk to the Detroit-Windsor manufacturing system.

e Daily Detroit - Why Michigan Has the Most to Lose in a U.S.-Canada Trade War - Local interview with
MichAuto leadership connecting tariffs to suppliers, jobs and investment.

e AP -U.S. markets, Iran sanctions and Canada trade escalation - Useful current macro and market
overview.

e Reuters market wrap - Tech, tariffs and Treasuries - Concise read on Monday rotation, Nvidia
weakness and bond-market response.

e CTA-2026 Consumer Technology Industry Forecast - Current consumer-electronics demand
benchmark.

e SEMA - 2026 Market Report - Current automotive aftermarket and discretionary vehicle-spending
benchmark.

Morning conclusion

Healthy demand, rising friction.
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The additional information this morning strengthens rather than changes the framework. The economy
still does not look conventionally recessionary, but the cost and reliability of moving money, energy,
goods and components through the system are deteriorating.

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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