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Key Takeaways:
Annual Federal Reserve Jackson Hole Symposium to take place this week.
Over 120 distinguished guests are expected to attend the event.
Headlines will likely be market moving.
Labor market in focus given changing immigration dynamics.
Do not expect Powell to commit to rate cut at September meeting.

Preparing for Jackson Hole

This week, the Federal Reserve will be
in focus as their annual Economic
Policy Symposium takes place in
Jackson Hole, Wyoming. This year’s
conference is titled, “Labor Markets
in Transition: Demographics,
Productivity, and Macroeconomic
Policy.” The timely discussion comes
amid decreasing confidence in
federal employment data, highlighted
by the firing of the former Bureau of
Labor Statistics Commissioner and
Trump’s public ridicule of Federal
Reserve Chairman, Jerome Powell. In
this Weekly Insights, we provide a
deeper analysis of the importance of
the annual conference and what
investors can expect this week.

® Purpose and history of Jackson
Hole Symposium: The Federal
Reserve Bank of Kansas City has
been hosting the Symposium since
1978. Each year, the bank chooses
a timely, macroeconomic topic.
Those invited to the symposium
include economists, academics,
and government representatives.
The goalis to highlight long-term
policy issues that can impact
economies both domestically and
globally.
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e Powell will need to manage
expectations for rate cuts:
Chairman Powell is scheduled to
speak at the conference on
Saturday (Aug. 23). We expect him
to try to temper expectations for
the timing and magnitude of rate
cuts. His tone and comments will
be dissected by investors,
especially with several U.S. equity
indices near or at record highs.
Interestingly, traders have thus far
not been overly active in U.S.
equity options ahead of the
meeting (which are used to hedge
portfolios). According to Citigroup,
traders are expecting a muted S&P
500 move of +/- 0.67% during the
week, less than the implied move
following NVIDIA’s 2Q25 earnings
(August 27) of +/- 0.83%."

e Labor marketin focus: The
demographic shiftin the U.S. labor
market will be a key discussion
point given the crack down on
immigration. According to the
National Foundation for American
Policy, there was a drop-off of ~1.7
million foreign-born workers from
March-July.? Investors will look to
comments on the long term impact
of fewer foreign workers.

e Look for comments on inflation:
Last week, inflation readings from
both the Consumer Price Index and
Producer Price Index showed that
progress on inflation is moving in
the wrong direction. The PPl Index,
which tracks the prices
wholesalers are paying for goods,
showed the sharpest monthly
increase since June 2022 (+0.9%
MoM). In addition, consumer
prices (excluding food and energy)
grew 3.1% (YoY), well above the
Fed’s target and up from the 2.8%
low seen in 1H25.

The Bottom Line:

Futures markets are pricing in an
~85% chance for a 25-bps interest
rate cut at the Fed’s September
meeting. While investors may be
looking for confirmation from Fed
Chairman Powell of a rate cut, we are
not convinced he will deliver that to
investors. The Fed will receive
another labor market report, multiple
inflation reports and consumer
spending data before the September
meeting. It may be too early for the
Fed to have enough evidence that
tariffs are not going to negatively
impact inflation before they meet.
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Weekly Economic Recap -

In July, small business optimism as tracked by
the NFIB increased to its highest level since
February. Business owners grew more
optimistic about the economic outlook. In
fact, those that see a good time to expand
rose to the highest level since January.

Headline inflation as tracked by the Consumer
Price Index increased slightly less than
expected in July (2.7% YoY vs. 2.8% YoY est.).
The monthly rise in shelter prices accounted
for the majority of the increase. Core prices,
which exclude volatile food and energy prices,
increased at the fastest annualized rate since
February (3.1%).

Wholesale prices as tracked by the Producer
Price Index increased more than expected in
July (0.9% MoM vs. 0.2% est.). It was the
largest monthly advance since June 2022.
Excluding food and energy prices, the Core PPI
measure, also increased 0.9% MoM, the most
since March 2022. Services inflation was the
largest contributor to the elevated readings.

Consumers continued to spend in July as
retail sales increased and June’s data was
revised higher. The data showed a rush to buy
electric vehicles ahead of the expiration of tax
credits. In addition, online retail sales rose
sharply after sales promotions from Amazon
and Walmart.

Consumer sentiment broadly deteriorated in
August according to the University of Michigan
Sentiment Index. Year-ahead inflation
expectations increased to 4.9% (from 4.5%),
ending two consecutive months of receding.
Buying conditions for durable goods fell 14%
to its lowest reading in a year.
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Key Takeaways:

Core CPl increases at fastest rate since February.
Producer prices surge by the most since June 2022.
Consumer sentiment falls; inflation expectations climb.
Small caps outperform on Fed rate cut expectations.
Bond yields whipsawed by economic data.

Commodities driven lower by energy and precious metals.

Weekly Market Recap -

Equities: The MSCI AC World Index was higher last week as economic data
out of the U.S. fueled hopes for Fed rate cuts in September. Both the S&P

500 and Nasdaq notched record highs during the week before paring back
some gains by Friday. However, it was small cap stocks that led the gains

in the U.S. by posting their best performance in six weeks.

Fixed Income: The Bloomberg Aggregate Index was relatively flat last week
as bond yields were whipsawed by economic data. Short-term yields
inched lower driven by increasing bets for Fed rate cuts. High yield and
emerging market bonds outperformed Treasuries.

Commodities/FX: The Bloomberg Commodity Index was lower for the third
time in the last four weeks. Crude oil prices fell for the second straight
week after President Trump announced plans to meet with Russian
President Putin in Alaska, leading to expectations of the potential for
easing of sanctions. Gold prices finished the week lower after a hotter-
than-expected PPl inflation report.

Core Inflation Moves Further from Fed’s Target
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Footnotes: Data is as of July 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Hopes of Fed Rate Cuts Boosts Equities
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Footnotes: Data is as of August 15, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.

L. https://www.bloomberg.com/news/articles/2025-08-14/ubs-recommends-options-pair-trade-to-ride-s-p-500-s-grind-higher
2; https://abcnews.go.com/Business/labor-market-slowing-experts-explain/story?id=124340835
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© 2025 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal,
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are
subject to greater credit risk, default risk, and liquidity risk. Commodity-related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.
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