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WEEKLY INSIGHT

August 12, 2026
Employment Drops but Rate Hike Still a Coin-Flip

The S&P 500 finished the week up 0.4% as Al-related names bounced back. This helped lift the NASDAQ 0.9%, while small caps continued to
show strength with a similar 0.9% advance. Despite a negative payrolls report, bond yields pushed higher resulting in a 0.3% decline in the
core bond category. Year-to-date has small caps leading the major domestic asset classes with a 23.7% gain. The S&P 500 is up 14%. The
other notable category to note is the significant outperformance of value versus growth. The Russell 1000 Value is outpacing the Russell
1000 Growth by around 18%.

Semiconductor related names bounced back this week as high capex guidance continues to be a major theme. Strong earnings reports from
some key players in the space helped lift sentiment, as well. Despite this, leadership in the technology space has centered around the
software sector over the last quarter. High cash generating companies have significantly outpaced the higher beta and momentum factors
over the last three months.

Employment Drops While CPI Stays on Target

Economic data for the week was highlighted by the July employment report. Nonfarm payrolls declined 23,000 versus a consensus
expectation of +83,000. Revisions were to the downside with 103,000 jobs removed over the prior two months. Payrolls have now been
negative in five of the last 12 months. Government employment was down 53,000 with much of it concentrated in local education. Some
are suggesting a seasonal adjustment to the hiring process could be a factor. The labor force participation declined to 61.4%, which is the
lowest level in five years.

The poor employment report was somewhat offset by a CPI report that was in line with expectations. Core CPI was up 0.2% versus the prior
month and 2.5% over the year. Owners’ equivalent rent continues to stay sticky in the 3.5% range, but there was a 2.8% drop in lodging away
from home. Energy was down, but health care inflation remains elevated.

The net result is that rate-related expectations for the September meeting fell modestly over the week. The market is still pricing in a coin-
flip on whether the Federal Funds rate will be raised at the next meeting.

Despite choppy employment data throughout the year, Treasury yields have moved higher and recently hit a year-to-date high. This is due to
relatively strong overall economic growth. The 30-year bond auction this week will result in the highest yield on 30-year debt in a quarter
century.
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Sources: BTC Capital Management, Bloomberg

The information provided has been obtained from sources deemed reliable, but BTC Capital Management and its affiliates cannot guarantee
accuracy. Past performance is not a guarantee of future returns. Performance over periods exceeding 12 months has been annualized.

This content is provided for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of
any security. Statements in this report are based on the views of BTC Capital Management and on information available at the time this report
was prepared. Rates are subject to change based on market and/or other conditions without notice. This commentary contains no investment
recommendations and should not be interpreted as investment, tax, legal, and/or financial planning advice. All investments involve risk,
including the possible loss of principal. Investments are not FDIC insured and may lose value.



