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Thursday, August 27, 2026 - 9:05 AM ET | Horizon: prior 2-4 weeks -> next 2-4 weeks

Executive synthesis

The overnight picture is more constructive for equities than yesterday morning, but it is not an all-clear. Nvidia's results
materially strengthened the case that the Al infrastructure cycle remains a real physical capital-spending boom: data-
center revenue more than doubled year over year and management projected roughly 70% sales growth in fiscal 2027.
Nasdaq futures were about 1% higher early this morning, with the S&P 500 also positive.

The counterweight is inflation and rates. July PCE inflation held at 3.7% year over year, above the Federal Reserve's 2%
objective, while second-quarter real GDP was confirmed at only 1.5% annualized. Personal income rose 0.4% in July, but
consumer spending increased just 0.2%. That combination - strong Al capital spending, modest broad economic growth
and sticky inflation - keeps long-term interest rates as the principal valuation constraint.

The industrial backdrop is improving at the margin. Germany's export expectations jumped to their strongest level since
early 2022, Korean semiconductor exports remain extraordinary, and U.S. initial jobless claims remain low. At the same
time, the U.S.-Canada trade dispute is becoming a more explicit Detroit/Windsor production risk, and North American
container freight remains expensive because of Panama Canal and capacity constraints.

Bottom line: the evidence still favors rotation and selective growth rather than recession or indiscriminate risk-on. Nvidia
removes one major near-term question about AI demand; it does not remove the rate, trade, freight and energy
constraints that can compress margins and valuation multiples.

Current signal board

Area Signal What the evidence says

S&P futures are modestly higher after
Broad equities WATCH Nvidia; the market still faces sticky
inflation and high long-term yields.

Nvidia beat expectations; data-center
revenue more than doubled and its
forward growth outlook reinforces the Al
capex cycle.

Technology / Al STRONG

July headline PCE inflation held at 3.7%
Inflation HIGH RISK YoY. Sticky inflation keeps Fed and long-
duration valuation risk elevated.

10-year Treasury yield is around 4.67%

Long-term rates HIGH RISK . . . . .
this morning, still near multi-month highs.
Q2 real GDP was confirmed at 1.5%
annualized; consumer spending improved

U.S. growth WATCH . L.
in the revision but overall growth slowed
from Q1.

Labor RESILIENT Initial claims remain near 200Kk, consistent

with a low-layoff labor market despite
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softer hiring signals.

50% U.S. auto/parts tariff threat for Jan. 1
and Canadian retaliation make Detroit-

U.S.-Canada trade HIGH RISK . . . .
Windsor the clearest local industrial policy
risk.

Platts Container Index remains at a 2026
. high; Panama restrictions and Asian
Ocean freight HIGH RISK

disruptions are reducing effective
capacity.

German export expectations surged to
Germany / Europe IMPROVING +9.6, with electronics, electrical equipment
and autos more optimistic.

Korean chip exports nearly tripled YoY in
Al / semiconductors STRONG Aug. 1-20 data, corroborating Nvidia with
physical trade evidence.

Brent is back near the high-$80s;
Energy ELEVATED Iran/Hormuz risk keeps delivered-energy
inflation vulnerable.

Income is growing, but July spending was
only +0.2%; value-oriented retailers are
benefiting from household trade-down
behavior.

Consumer MIXED

1. Nvidia clears the earnings hurdle - and strengthens the physical Al thesis

Nvidia's report is the largest new market signal this morning. The company beat expectations, data-center revenue more
than doubled from a year earlier, and management projected approximately 70% sales growth in fiscal 2027. The stock
was up roughly 5-7% in overnight and premarket trading, lifting semiconductor and software names with it.

The more important point is not the one-day stock reaction. Nvidia's commentary indicates that AI compute demand
remains supply-constrained even at enormous scale, with memory availability identified as one possible limit on how
quickly demand can be served.

That lines up with the upstream evidence we have been following: South Korean semiconductor exports reached about
$26 billion during August 1-20 and nearly tripled from a year earlier. When corporate guidance and physical export flows
tell the same story, confidence in the underlying industrial cycle rises.

Inference: the near-term Al risk has shifted away from 'is demand collapsing?' toward valuation, financing cost,
power/memory constraints and whether the rest of the market can absorb a continued concentration of capital spending
in Al infrastructure.

2. PCE did not give the bond market the relief it wanted

July PCE inflation was 3.7% from a year earlier, unchanged from June and still well above the Federal Reserve's 2%
objective. The result was slightly hotter than markets had hoped for and reinforced the view that the Fed cannot treat
inflation as solved.
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That matters because the 10-year Treasury yield is around 4.67% this morning. At these levels, the hurdle rate for long-
duration equities, housing, private investment and leveraged corporate activity remains restrictive even if Al earnings
remain strong.

Fed Chair Kevin Warsh's Jackson Hole speech on Friday therefore becomes the next major macro catalyst. The market
will listen less for generic reassurance and more for how the Fed weighs persistent PCE inflation against slower broad
growth and a labor market that is not generating many layoffs.

3. Growth is slowing, but the data still do not describe a conventional recession

BEA's second estimate confirmed second-quarter real GDP growth at 1.5% annualized, down from 2.1% in the first
quarter. Consumer spending was revised upward, while imports were also revised higher. July personal income rose
0.4% and disposable income rose 0.5%, but PCE spending increased only 0.2%.

Weekly initial jobless claims remain near 200,000. That combination continues to resemble a low-turnover economy
more than a recessionary layoff cycle: households are cautious and hiring is softer, but employers are not broadly
shedding workers.

The consumer signal is increasingly bifurcated. Value-oriented retailers are benefiting as households trade down, while
discretionary confidence and housing remain under pressure. This is consistent with selective spending rather than
broad demand destruction.

4. Germany is becoming a more interesting industrial signal

The ifo Institute's German export expectations index jumped to +9.6 in August from -2.8 in July, the highest level since
February 2022 and the sharpest monthly improvement since June 2020. Electrical equipment, data-processing products,
electronics and optical products remain optimistic, and auto exporters also became substantially more positive.

The broader ifo business climate also improved in August. Manufacturing managers reported better current conditions
and expect production to rise over the next three months, although order books remain unsatisfactory.

Inference: Germany is not yet a clean global-growth confirmation, but the change is important because it broadens the
industrial improvement beyond the U.S. technology complex and Asian semiconductors. Watch whether orders and
actual exports follow sentiment during September.

5. Detroit-Windsor trade risk is becoming operational, not theoretical

The U.S.-Canada dispute remains the clearest direct industrial risk for Michigan. The United States has threatened to raise
tariffs on Canadian vehicles, trucks and auto parts to 50% beginning January 1. Canada has announced additional
counter-tariffs on $27.6 billion of U.S. goods beginning September 8, while existing Canadian auto countermeasures
remain in place.

Reuters and Detroit-focused reporting emphasize how difficult this is for an integrated production system. Engines,
components, raw materials and finished vehicles can cross the border multiple times, so a tariff applied at one point in
the chain can become a U.S. supplier cost, a Canadian assembler cost and ultimately a vehicle-price problem.

Inference: watch supplier behavior before vehicle sales. Tooling moves, sourcing changes, overtime cuts, delayed capital
projects and cross-border freight patterns are likely to reveal economic damage before monthly unit sales do.
6. Freight remains a margin problem even if holiday volume starts fading

S&P Global's Platts Container Index reached $7,565 per FEU on August 21, its highest level of 2026. North American lanes
have been driven by Panama Canal draft restrictions, Asian weather disruption and limited vessel space rather than
simply by a surge in final consumer demand.

This remains important because the retail peak season was pulled forward. Lower September and October import
volumes may partly reflect inventory timing rather than a sudden collapse in holiday demand. Freight cost can therefore
remain elevated even while measured container volume softens.

Inference: the signal to watch is the spread between volume and delivered logistics cost. If volumes fall but freight
remains expensive, the result is continued margin pressure rather than classic demand-driven inflation.
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7. Energy is still a relief-or-risk switch for rates

Brent crude is around the high-$80s this morning after recent volatility around Iran and the Strait of Hormuz. The market
has received some relief from diplomatic discussion, but insurance, routing and geopolitical risk remain embedded in
delivered energy costs.

The relationship to equities is straightforward: lower oil can offset some inflation pressure and help long-duration
valuations; a renewed move toward the mid-$90s would make the PCE/Fed problem materially harder. Energy remains
one of the fastest variables capable of changing the 2-4 week market case.

The broader pattern

The dominant pattern is becoming clearer: capital spending tied to Al and selected industrial technologies remains
exceptionally strong, while the household economy and broad GDP growth are much less dynamic. At the same time,
inflation, freight, trade barriers and long-term rates remain elevated.

Strong / improving: AI compute demand; semiconductor exports; German export expectations; low layoffs; selected
software and data-center investment.

Constraining: PCE inflation; Treasury yields; U.S.-Canada automotive friction; Panama-related freight costs;
energy/geopolitical risk; household affordability.

That mix is favorable to earnings growth in selected sectors but unfavorable to indiscriminate multiple expansion. It
continues to support a market characterized by rotation, dispersion and sensitivity to rates rather than a simple broad
bull or bear regime.

Prior 2-4 weeks: what the market is confirming

The last several weeks have repeatedly shown that investors are willing to stay in equities but are increasingly selective
about valuation and duration. Technology weakened ahead of Nvidia despite strong physical semiconductor demand;
Nvidia's report now validates the demand side of the thesis and is producing a sharp premarket reversal.

The bond market has not delivered the same confirmation. Sticky PCE inflation and oil risk keep the 10-year yield near
4.7%, preventing the clean easing in financial conditions that would normally accompany a strong growth-stock earnings
cycle.

Market message: Al earnings remain powerful enough to support risk appetite, but the broader market still needs help
from inflation and rates before leadership can widen cleanly.

2-4 week market outlook

Base case - 55% Bull case - 30% Bear case - 15%
S&P 500 roughly -2% to +5%. Confidence: Approximately +6% to +10%. Requires Approximately -7% to -11%. Triggered by a
medium-high. Nvidia validates Al demand, Nvidia follow-through, Warsh avoiding a hawkish Jackson Hole message, 10-year
but 4.6-4.8% long rates, sticky PCE and hawkish surprise, 10-year yield moving yield pushing toward 5%, renewed oil
trade/freight friction keep the market toward 4.4% or lower, oil staying spike, Canada auto escalation, or evidence
rotational. Expect technology strength contained, and no new Canada escalation.  that cautious consumer behavior is
with uneven participation. Broader cyclicals join AI leadership. turning into employment weakness.

Change from yesterday: the bull-case probability rises modestly because Nvidia removed an important Al-demand risk.
The base case remains dominant because inflation and long-term rates did not improve.

The next 72 hours matter

Today, Thursday Aug. 27: markets digest Nvidia; weekly jobless claims remain low; Jackson Hole begins; Treasury
auctions and additional retail/technology earnings provide checks on rates and consumer behavior.

Friday, Aug. 28: Fed Chair Kevin Warsh speaks at Jackson Hole. The preliminary payroll benchmark revision, final
University of Michigan consumer sentiment and Chicago PMI add context on labor, confidence and manufacturing.
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Early next week: watch whether the Nvidia-led rally broadens beyond semiconductors, whether the 10-year yield breaks
materially above or below the recent 4.6-4.7% range, and whether U.S.-Canada negotiations generate any de-escalation
before Canada's Sept. 8 counter-tariffs.

Reading list

* Reuters - Morning Bid: Nvidia vaults over high bar - Best overnight synthesis of Nvidia, PCE, rates and the Jackson Hole
setup.

* BEA - Personal Income and Outlays, July 2026 - Primary source for income, spending, saving and PCE inflation.

* BEA - GDP Second Estimate, Q2 2026 - Primary source for 1.5% Q2 real GDP growth and revisions.

« ifo Institute - German Export Expectations, August 2026 - Primary source for the sharp improvement in German export

sentiment.

* S&P Global - Platts Container Index at 2026 high - Hard-data logistics signal covering Panama and North American lanes.

* Government of Canada - Aug. 25 tariff countermeasures - Primary source for Sept. 8 counter-tariffs and support

measures.

* Yonhap - Korea Aug. 1-20 exports - Physical trade confirmation of extraordinary semiconductor demand.

* Reuters - Automakers and the Canada tariff escalation - Detroit-centered view of integrated North American auto

exposure.

Morning conclusion

Al demand passed its biggest near-term test. Inflation and rates did not.

Nvidia's results strengthen the industrial Al thesis and improve the near-term equity setup, especially for technology. But
the macro environment still contains enough friction - 3.7% PCE inflation, a roughly 4.7% 10-year Treasury yield,
expensive North American freight, energy uncertainty and escalating U.S.-Canada auto risk - to keep the broader market
from becoming a simple risk-on story.

For the next several sessions, the most useful question is whether Nvidia can broaden market leadership while bond
yields remain contained. Friday at Jackson Hole is now the next major test.

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?

Market Intelligence | Morning Update


https://www.investing.com/news/commodities-news/morning-bid-nvidia-vaults-over-high-bar-4878834
https://www.investing.com/news/stock-market-news/automakers-thought-canada-was-getting-a-trade-deal-then-tariffs-doubled-4877660
https://en.yna.co.kr/view/AEN20260821002051320
https://www.canada.ca/en/department-finance/news/2026/08/canada-announces-targeted-countermeasures-and-substantive-support-for-workers-and-businesses-in-response-to-us-tariffs.html
https://www.spglobal.com/energy/en/news-research/latest-news/shipping/082426-platts-container-index-rises-to-7565feu-hitting-highest-level-in-2026
https://www.ifo.de/en/facts/2026-08-26/export-expectations-germany-rise-sharply-august-2026
https://www.bea.gov/news/2026/gdp-second-estimate-and-corporate-profits-2nd-quarter-2026
https://www.bea.gov/news/2026/personal-income-and-outlays-july-2026
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