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Yield Curve Tells Us More Than We Think

The BLS reported that payrolls jumped by 162,000, more than tripling estimates of a 50,000 gain.
Unemployment held at 4.1%, and wages rose 0.3% for the month. Below, we share a bullish
reaction and a more measured one from Wall Street analysts. While helpful to know how analysts
view the data, they often contradict one another, creating confusion. Instead, we prefer to know
what the world?s largest bond portfolio managers and traders think about the data and how it may
impact the Fed and inflation. To understand their view, let?s appreciate what the yield curve tells
us.

One month doesn?t make a trend. But for now, the labor market looks steady, not
strong, not collapsing ? Orphe Divounguy, chief economist at Quantitative Research
Group

This is a strong report considering market consensus, and a strong rebound from the
previous month. Hourly wages, not a problem. That?s actually positive here. It shows
that the labor market is solid. ? Peter Cardillo, chief market economist at Spartan
Capital Securities

Initial media headlines say interest rates rose on the employment report. While short-term rates did
increase, long-term rates were flat or lower. The yield curve tells the full story. As we share below,
the 1-year yield jumped 5 basis points, the 2-year rose nearly 4, and the 5-year followed with
smaller but still positive moves. That?s the market pricing in higher odds of a rate hike. The strong
employment data gives Warsh and other hawks ammunition to raise rates. However, there is more
to the story: the 10-year yield was only up marginally, while the 20- and 30-year yields fell.

That divergence- short rates up, long rates down- is called a yield curve bear flattening. The shorter
the maturity, the more impact the next few Fed meetings have. The long end cares much more
about whether the Fed?s inflation-fighting credibility holds over the long term. Recently, long-term
yields had been drifting higher on doubts about the Fed?s resolve. Based solely on today?s yield
curve changes, those doubts may have started to ease. Tighter monetary policy now means lower
inflation risk later, thus the compensation they demand for holding bonds falls even as near-term
hike odds climb.



Initial Reaction

LS. Treasury yields, same-day move following August payrolls

Real Investment Advice

Symbol Yield Change
US 1.MO 3762 A +0.007
US 2.M0 384 A +0.013
US 3.M0 3.862 A +0.024
US 4.MO 3.949 A +0.019
US 6.MO 4013 A +0.027
US1YR 4157 A +0.050
US2-YR 4372 A +0.038
US 3R 4.44 A +0.035
US5.YR 4536 A +0.027
USTYR 4643 A +0.015
US10-YR 4766 A +0.004
US 20-YR 5.233 v 0,011
US 30-YR 5.229 v 0.014

Source: WSJ Markets, September 4, 2026, Short and intermediate maturities rose on stronger-than-expected August payrolls, while the 20 and
30-year fell, a bear flattening consistent with markets pricing higher near-term hike odds alongside reduced long-run inflation risk.

What To Watch Today

Earnings
COMPANY DATE TIME EST EPS
Oracle (ORCL) Thu, Sep 10 After close $1.74 (adj.)*
Adobe (ADBE) Thy, Sep 10 After close $6.08°

*0racle GAAP consensus s near $1.30. The $1.74 shown i the adjusted (non-GAAF) figure. Estimates single-sourced, confirm the basis against the terminal before
publication.
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Labor Day, NFIB Optimism (Aug), Quiet  PPI(Aug) 8:30 AM, Jobless CPI (Aug) 8:30 AM,
Economiec markets closed  Consumer Credit (Jul) Claims, Existing Home Sales, Michigan Sentiment
Wholesale Inventories (prelim)
Fed Pre-FOMC blackout in effect (began Sep 5), no scheduled speakers ahead of the Sep 15-16 mesting

Market Trading Update

Friday?s close of 7,718.60 leaves the S&P 500 roughly 1% below its record of 7,796 and still
comfortably inside its bullish uptrend. The market consolidation this past week certainly weighs
on investor sentiment, but the index remains 1.8% above its rising 50-day moving average at 7,585
and 8.2% above its 200-day at 7,137. What does that mean? Well, on the surface, nothing is
broken, but underneath, the momentum picture is turning.

From a purely technical perspective, let?s start with the primary oscillators. The 14-day RSI reads
55.7, squarely neutral, but that reading has cooled from the high-50s. However, that leaves the
index with no oversold cushion. With that said, there is downside risk into next week.

Furthermore, the bigger tell is the MACD, which rolled over and crossed below its signal line this
week, the first real momentum warning the daily chart has flashed since the summer advance
began. Neither signal is a sell trigger on its own. However, together they say the easy upside is
likely behind us for now.


https://realinvestmentadvice.com/resources/blog/is-coreweave-at-the-mercy-of-the-bond-market/

S&P 500 TECHNICAL SETUP - WEEK ENDING SEP 4, 2026

Daily bars. Momentum is rolling over near the highs with the index still well above both moving averages.
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Source: RI4 Advisors, Data as of Sep 4, 2026 close (S&P 500 via SPY, x10.021), RSI{14) Wilder, MACD(12,28,9) computed in-session.

Lastly, overall market breadth tells the same story, but with a bit louder voice. Seven of eleven
sectors fell in the last week, while the index finished flat. Discretionary, industrials, and materials
led the retreat while a narrow band of energy and megacap technology held the line. In other
words, while the market headline suggested everything was fine, the average stock did worse. That
is the ?musical chairs? tape we will dig into in detail in this week?s main story. Leadership is
rotating rather than broadening, and that is exactly the kind of internal deterioration that tends to
precede a real pullback.

So, what does this mean for your portfolio this coming week? First, the support and resistance
levels are clean. The first resistance is the record at 7,796, about 1% away. Just above that are the
round numbers at 7,900 and 8,000. (Those are year-end targets that sit just above previous all-time
highs. Conversely, support starts at the 50-day near 7,585. That level also marks the breakout that
a failed retest would expose. Just below that level is the 7,300 zone, then the 200-day at 7,137, the
same downside band the seasonal math points toward.
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LEVEL INDEX % FROM CLOSE SIGNIFICANCE

R3 8,000 +3.6% Psychological round-number resistance
R2 7,000 +2.9% Next round-number hurdle

Ri 7,796 +1.0% Record close, intraday high 7,811
Close 7,718.60 - Friday elose

§1 7,585 -1.7% 50-DMA and the 7,600 breakout retest
S2 7,300 -5.4% Prior breakout, seasonal downside zone
5 7,137 -7.5% 200-DMA

With that setup going into next week, we will want to continue playing defense rather than offense.
Next week, we will likely make further risk adjustments in portfolios, particularly a potential
reduction to the technology and semiconductor weights we discussed previously. Secondly,
investors should consider increasing cash buffers keep stops under the 50-day. Lastly, use any
push toward the record market levels to trim rather than chase.

To be fair to the bullish camp, a decisive close back above 7,796 would neutralize the momentum
warning and reopen those round-number targets. There are several risks ahead, from the mid-term
election cycle to the loss of corporate buybacks, so this is a two-sided setup rather than a
directional call. However, pay close attention to the 7,585 next week. If the market can hold that
level, the uptrend will remain intact. If it fails, the seasonal downside window opens wide
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The Week Ahead

With Friday?s strong employment report bolstering the odds of a Fed rate hike, the market will turn
its attention to inflation, the last key data point that will feed into the Fed?s rate decision on
September 16th. On Thursday, headline PPI is expected to climb by 0.3% and 0.2% excluding food
and energy.
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More importantly, Friday?s headline CPI is expected to climb 0.4%, while core rises 0.2%. Because
of volatility in energy prices, the market will likely take its cue from Core CPI. A reading of 0.2% or
lower would keep core CPI in line with inflation prior to the Iranian conflict. Importantly, that would
represent the fourth month in a row of 0.2% core CPI or less. That might provide some comfort to
the Fed that the spike due to Iran is not feeding into other prices.

Due to oil prices, headline CPI data has been more volatile than core CPI. While the expected
+0.4% headline CPI figure is high, the three-month annualized inflation rate would be near zero.
That said, the three-month trend would not be favorable: -0.4% to +.01% to the expected +0.4%, as
shown below.

TRADING Calendar News Markets Indicat

United States Inflation Rate MoM

Summary Stats Forecast Consensus Calendar Alerts Download ~

The CPl'in the US edged up 0.1% month-over-month in July 2026 as expected, rebounding from a 0.4% decline in June, which
marked the first monthly drop since May 2020. The index for shelter rose 0.1%, accounting for roughly two-thirds of the monthly
total increase. Food prices also were up 0.1% and other increases were seen for medical care (0.4%), airling fares (2.2%),
communication (0.6%), education (0.5%), and recreation (0.2%). In contrast, gasoline prices decreased 2.9% and motor vehicle
insurance was down 0.3%. source: U.S. Bureau of Labor Statistics
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Al Bears: Right About The Excess, May Be Wrong About The Trade
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With more than half of managers now calling Al a ?bubble? and ?long the Magnificent 7? ranked
the most crowded trade on the Street for nearly two years, the consensus has already tilted
bearish. That does not make the Al bear case wrong, but it does suggest the obvious crash may
refuse to arrive on the obvious schedule.

One of my favorite quotes from Howard Marks is that ?being too far ahead of your time is
indistinguishable from being wrong.? When it comes to investing, timing is critical. Most
importantly, notice that Hickey himself holds his Al-bear book at roughly 1% of his portfolio
in puts, suggesting he treats it as a hedge rather than a conviction short. That is the posture
worth borrowing. Own the compounders, hedge the tail, and let the revenue prove or disprove
itself on the tape.

The Al bears will eventually be right about a drawdown, because everyone is eventually
right about a drawdown. Whether they are right about the trade depends on a question their
favorite analogy cannot answer:

?What happens when the richest companies on earth overbuild with their own money
rather than borrowed money??

Such is the question actually on the table.

READ MORE?

FIBER & DOT-COM, 2000 Al BUILD-OUT, 2026
WHO FUNDS 1T Debt-laden carriers, vendor loans ~ ~68% operating cash flow and equity
BUILDERS' Many cash-flow negative, pre- Most profitable firms in history
PROFITABILITY :

earnings
PEAK VALUATION Cisco near 30x sales Leaders below that on price-to-sales
EARNINGS UNDER THE  Collapsed after the peak NVDA earnings up sharply, multiple
LEADER compressed
BINDING CONSTRAINT  Tpo much capacity, too little Too little power, demand rationed

demand
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Change in jobs by sector since 2022
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New UPDATED Trading Rules With Desktop Printout
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?Want to achieve better long-term success in managing your portfolio? Here are our
&#2013266080;15-trading rules for managing market risks.?

Please subscribe to the daily commentary to receive these updates every morning before
the opening bell.

If you found this blog useful, please send it to someone else, share it on social media,
or contact us to set up a meeting.
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