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Market Summary

October 2025 Gauging economic data for September has been inhibited by the Federal Government
shutdown. Government agencies such as the Bureau of Labor Statistics (BLS) and Bureau
of Economic Analysis (BEA) were shuttered, which halted the release of key economic
data. At the same time, heightened trade policy uncertainty has added to market volatility.
Core levels of inflation remain above the Federal Reserve’s target, while tariffs continue to
cloud forecasts. Signs of a softer labor market are emerging, prompting expectations that
the Fed will move cautiously toward policy normalization. Given the economic outlook, we
expect gradual normalization of monetary policy and a steepening yield curve.

The Federal Reserve lowered the Federal Funds Rate a quarter percentage point to the
range of 4.00 — 4.25% upon conclusion of the September Federal Open Market Committee
meeting. The move was telegraphed by the Fed and in line with market expectations.
Stephen Miran was the only opposing vote in the 11-1 decision as Governor Miran called
for a larger 50 basis point rate cut. Chair Powell said concerns over signs of a softening
labor market prompted the policy shift. Policymakers also updated their economic
forecasts, penciling in two additional quarter-point cuts through year-end.

The US Treasury yield curve flattened in September, as the 2-year Treasury yield declined
Market Data 13 basis points to 3.57%, the 5-year Treasury also down 13 basis points to 3.66%, and the
10-year Treasury yield declined 14 basis points to 4.12%. The spread between the 2-year
and 10-year Treasury yield points on the curve decreased to +54 basis points at
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After the Federal Reserve cut the Fed Funds Rate 0.25% in September, the yield

DAX (Germany) curve flatted as longer-term rates ended the month lower, the belly of the curve

23,880.72 (21.49)  (0.09%) rose slightly, while short-term rates—inside of two years—followed the Fed Funds

Rate lower. The Fed Funds Futures market is implying another 0.25% cut at the
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Credit spreads were tighter in September
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Consumer Prices

Inflation may be trickling away from the Fed’'s 2% target. Consensus estimates call for both the Headline and Core measures of the
Consumer Price Index (CPI) to rise 3.1% in September from the prior year. The Personal Consumption Expenditures (PCE) price index
rose 0.3% from July and 2.7% year-over-year in August. Core PCE, which strips out volatile food and energy costs, was up 0.2% on the
month and 2.9% on the year. While higher tariffs have yet to generate broad inflation pressures, Fed officials see the impact as
temporary.

Retail Sales

Although Retail Sales data is unavailable for September, private-sector spending data indicate U.S. consumers may have eased off in
September after a back-to-school driven summer shopping surge. Credit-card transactions and other alternative measures point to
moderating demand, particularly for discretionary goods like furniture and electronics. It should be noted that private indicators frequently
diverge from official Retail Sales figures, which are seasonally adjusted. The Conference Board’s Consumer Confidence Index fell to 94.2
in September from a revised 97.8 in August, marking the lowest level since April 2025. Measures of current conditions and future
expectations fell, signaling weaker sentiment toward employment and income. Consumers have remained resilient, but rising debt
burdens, higher delinquency rates, lingering inflation worries, and emerging signs of labor market cooling could weigh on future spending.

Labor Market

As with most other BLS data, the Nonfarm Payroll (NFP) Report for September is unavailable due to the Federal Government shutdown.
An alternative measure for job growth, the ADP private payrolls report, showed a 32,000 decline in September. However, the ADP report
is typically not viewed as a close proxy for the official NFP report due to several differences in benchmarking data. If the government
shutdown persists, it could cause the unemployment rate to spike materially with some estimates as high as 4.7% as furloughed
government workers are counted as temporarily unemployed.

Housing Starts

Although the Housing Starts and Price Index reports are delayed, recent data indicates new home prices have been falling amid high
inventory levels. For the past summer season, the median new home sales price fell below the median existing home sales price for the
first time on record. Mortgage applications surged in mid-September, with the Mortgage Bankers Association’s Market Composite Index
climbing 29.7% in the week ended September 12", The rebound likely reflected a drop in borrowing costs: Freddie Mac’s 30-year fixed-
rate mortgage fell to 6.3% by September month end, the lowest level since September 2024.

World Stock Market Index Descriptions

S&P 500-The S&P 500 is a market value-weighted index of 500 large-capitalization stocks. The 500 companies included in the index capture approximately 80% of available US market capitalization.
NASDAQ-The NASDAQ Composite Index is the market capitalization-weighted index of over 3.300 common stocks listed on the NASDAQ stock exchange. Dow Jones—-The Dow Jones Industrial
Average is an index that tracks 30 large, publicly-owned companies trading on the New York Stock Exchange and the NASDAQ. The Financial Times Stock Exchange Group (FTSE)-The FTSE is a
share index of the 100 companies listed on the London Stock Exchange with the highest market capitalization. DAX-The Deutscher Aktienindex (DAX) is a blue chip stock market index consisting of
the 30 major German companies trading on the Frankfurt Stock Exchange. Hang Seng—The Hang Seng Index is a freefloat-adjusted market-capitalization- weighted stock market index in Hong Kong.
It is used to record and monitor daily changes of the largest companies of the Hong Kong stock market and is the main indicator of overall market performance in Hong Kong. Nikkei-Japan's Nikkei
225 Stock Average is a price-weighted index composed of Japan's top 225 blue-chip companies traded on the Tokyo Stock Exchange.

© 2025 Chandler Asset Management, Inc. An independent, SEC-registered investment adviser. Data source: Bloomberg, Federal Reserve, and the US Department of Labor. This report is provided
for informational purposes only and should not be construed as specific investment or legal advice. The information contained herein was obtained from sources believed to be reliable as of the date of
publication, but may become outdated or superseded at any time without notice. Any opinions or views expressed are based on current market conditions and are subject to change. This report may
contain forecasts and forward-looking statements which are inherently limited and should not be relied upon as an indicator of future results. Past performance is not indicative of future results. This
report is not intended to constitute an offer, solicitation, recommendation, or advice regarding any securities or investment strategy and should not be regarded by recipients as a substitute for the
exercise of their own judgment. Fixed income investments are subject to interest rate, credit, and market risk. Interest rate risk: The value of fixed income investments will decline as interest rates rise.
Credit risk: the possibility that the borrower may not be able to repay interest and principal. Low-rated bonds generally have to pay higher interest rates to attract investors willing to take on greater risk.
Market risk: the bond market, in general, could decline due to economic conditions, especially during periods of rising interest rates. The S&P Corelogic Case-Shiller home price index tracks monthly
changes in the value of residential real estate in 20 metropolitan regions across the nation.
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