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September 2, 2026
Fed Chair Warsh Delivers Hawkish Message at Jackson Hole

The S&P 500 finished the week, down by just 0.1%. The NASDAQ fared the best with gains of 0.3%, while the recent underperformance in
small caps picked up pace. The Russell 2000 was down 1.7% for the week. Foreign equities underperformed on the week with both emerging
markets and foreign developed falling around 1%. Core bonds lost 0.7% as 10-year Treasury yields hit their highest level of the year.

Escalation in the Middle East pushed up oil prices and thereby bond yields. Oil prices pushed back above $90 per barrel. The Energy sector
had a strong week with gains of 4.3%, while refiners continued to lead among energy sub-industries. The S&P 500 Qil and Gas Refining Sub
Industry is up 123% for the year. The Iran war has depleted refined products globally, which drives up margins domestically and fuels strong
earnings growth. Of more than 130 sub-industries in the S&P 500, only one has fared better, and just barely. The Computer Hardware and
Storage sub-industry is up 130%, driven by rising memory prices amid surging demand.

Warsh Pivots Fed Toward Rate Hikes

Kevin Warsh presented at the Jackson Hole Symposium and made some noteworthy comments. The message was quite different than his
predecessor, who viewed monetary policy as restrictive. Warsh emphasized a 2% inflation target and a desire to follow a policy that would
achieve such a target. He said the economy was not restrictive and appeared to have strengthened.

The hawkish message would help lift yields on the week. Despite the strong tone toward future hikes, the market is not fully expecting action
to mirror the rhetoric. Implied odds of a hike at the Federal Open Market Committee (FOMC) meeting in two weeks is just 50%. There
continues to be just enough voices from the committee that want to be patient before committing to any action.

The rising yield story continues to be a global phenomenon, and Japan remains a key piece. Japan has been suffering with a weakening
currency, and failure to follow the Fed would likely lead to further weakness. Thus, Japanese 2-year yields hit a 31-year high this week and
ultimately forced the Bank of Japan to signal at least the potential for an interest rate hike at its upcoming meeting in mid-September.
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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.



