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Key Takeaways:

Fed tone turns dovish at Jackson Hole Symposium.

Inflation continues to move further above Fed’s 2% target.

Global equities post longest winning streak since mid-2024.

Treasury yields fall on expectations for Fed rate cuts.
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Commodities performance muted; coffee surges but energy declines.

August Recap - Strong End to Summer for Investors

August was a stellar month for
investors as all asset classes rose
and volatility (as measured by the VIX
Index) dropped for the fourth
consecutive month. While economic
data was not something for investors
to cheer about, the Fed’s insinuation
that rate cuts are ahead supported
equities, bonds and commodities.
Equities defied the seasonal
weakness typically seen in August as
several equity indices hit fresh record
highs (e.g., S&P 500, Nasdaq, FTSE
100). Bonds priced in a Fed rate cut
with the two year Treasury yield
dropping near a year to date low.
Commodities also rallied on
outperformance from softs. In this
Weekly Insights, we review the month
of August from an economic and
asset class perspective.

e Fed tone turns dovish: During his
Jackson Hole Symposium speech,
Fed chairman Powell stated, “...the
shifting balance of risks may
warrant adjusting [the
committee’s] policy stance.”
Investors took this as a signal of
lower interest rates in September.

e Core inflation moving higher: The
core inflation readings (i.e., Core
CPIl and Core PCE) have both been
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moving away from the Fed’s 2%
target. Both readings are now
sitting at their highest levels since
February (3.1% and 2.9%,
respectively).

e Consumers remain resilient:
Consumer spending remained
resilient during the month
supported by sales promotions.

e Mixed housing data: Building
permits, a proxy for future home
construction, decreased to the
lowest annualized rate since 2020.
However, construction of new
homes increased to the highest
level in five months.

Global Equities - Equities rally
despite negative seasonality: The
MSCI AC World Index rose for the fifth
straight month in August, the longest
winning streak since mid-2024.

e U.S. small caps drive
performance: Small-caps as
tracked by the Russell 2000
outperformed their large cap (S&P
500) peers by the most since June
2024. The outperformance came
as optimism increased for lower
interest rates, which are supportive
of smaller companies.

e Developed markets outperform:
The MSCI EAFE (developed
markets) outperformed the MSCI
Emerging Markets Index amid
optimism for Fed rate cuts.

Fixed Income -Yields sharply
lower: The Bloomberg Aggregate
Index was higher as Treasury yields
fell on expectations for Fed rate cuts.

e All fixed income sectors higher:
All sectors of fixed income were
higher in August. Outperformance
came from U.S. TIPS as investors
repriced inflation expectations.

Commodities — Mixed bag of
performance: The Bloomberg
Commodity Index was marginally
higher in August as gains in softs
outweighed the drop in energy.

e Softs lead gains: The Bloomberg
Softs subindex was higher by the
most since June 2016. Coffee rose
the most since November 2024 on
tighter supplies out of Brazil.

® Energy prices drop. The
Bloomberg Energy subindex fell for
the second month this year. Mild
weather and the end of the
summer driving season drove
demand lower.
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Key Takeaways:

Weekly Economic Recap -
Consumer confidence falls on labor market concerns.

Consumer spending resiliency supports economic growth.

Fed’s preferred inflation gauge moves further from target.
Sales of new homes in the U.S. increased
more than expected in July and June data was
revised higher. The upside surprise was driven
by easing prices and heavy incentives to
entice prospective buyers. The median sales
price of a new home fell 6% YoY in July to
$403.8K, the lowest month of July since 2021.

Global equities lower for first time in four weeks.
Short-term yields fall amid Fed Governor uncertainty.
Commodities higher driven by natural gas and gold.

Weekly Market Recap -
The rise in home prices slowed for the fifth
straight month in June, according to the S&P
Cotality Index. The Index increased 1.9% from
a year ago, the smallest gain since July 2023.
New York, Chicago and Minneapolis were the
only cities to see prices rise in June. Phoenix,
San Francisco and Miami saw the biggest
decline in home prices for the month.

Equities: The MSCI AC World Index was lower for the first time in four
weeks as investors took profits after a strong earnings season. In addition,
investors grew nerrvous about Trump’s attempts to remove a Fed
Governor (Lisa Cook). The major U.S. averages finished the week modestly
lower with the exception of the small-cap Russell 2000. Small-caps were
higher for the fourth straight week and outperformed the S&P 500 for the

third consecutive week.
Consumer confidence as measured by the

Conference Board fell in August amid
concerns around jobs and income. The share
of consumers that said jobs were hard to get
increased to the highest level since 2021. The
present conditions gauge decreased to the
lowest level since April.

Fixed Income: The Bloomberg Aggregate Index was higher as the Treasury
yield curve steepened (short and intermediate term yields fell more than
long term yields) after Trump’s announcement to remove Fed Governor
Lisa Cook. All sectors of fixed income finished in positive territory, with the
exception of investment grade corporate bonds.

Commodities/FX: The Bloomberg Commodity Index was higher for the
The U.S. economy grew at a faster than second consecutive week. Natural gas prices were higher for the first time
expected pace in 2Q25 (3.3% vs. 3.1%). in six weeks on tighter U.S. supplies and a mixed weather forecast. Gold

Consumer spending led the upward revision prices were higher for the fourth time in five weeks amid increased

(+1.6% QoQ vs. +1.4% in first reading). Final expectations for a Fed rate cut.
sales to private domestic purchasers, a
closely watched metric by the Fed as an Fed’s Preferred Inflation Gauge Trending Higher
indication of demand/sales within the U.S., 6 -
increased more than expected. Net exports
(i.e., the difference between exports and 5 |
imports) contributed ~5% to the Q2 total.
The Fed’s preferred inflation gauge, PCE Core, 4
rose 2.9% YoY, the highest annual rate since
February. The headline reading (including all 3
components) increased 2.6% YoY and was
driven by stubborn service prices (+3.6% YoY). 5
Jul-21 Jul-22 Jul-23 Jul-24 Jul-25

= PCE Core (YoY %)

Footnotes: Data is as of August 2025.
Data Source: FactSet Research Systems, Verdence Capital Advisors.
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Equity Rally Loses Steam
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Footnotes: Data is as of August 29, 2025.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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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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