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Weekly Market Commentary and GRIP Summary

Overview

The week of September 14-20, 2025 was dominated by the Federal
Reserve’s September FOMC meeting. Facing softening labour-market
indicators and tariffs driving cost pressures, the FOMC cut its benchmark
federal-funds target range by 25 basis points to 4-4": %[1]—its first
reduction since December 2024[2]. However, the Committee continued to
emphasise its dual mandate, stating that it will “carefully assess incoming
data” and will adjust policy only as necessary[3]. The Fed is still running
quantitative tightening by reducing holdings of Treasury and
mortgage-backed securities[4] and remains focused on bringing inflation
back to its 2 % goal[5]. The Summary of Economic Projections showed
median forecasts for real GDP growth of 1.6 % in 2025 and an
unemployment rate of 4.5 %[6] with PCE inflation at 3.0 %[7/]—slightly
higher than June projections. Markets interpreted the meeting as a policy
shift toward easing but were surprised by the Fed'’s still-cautious tone and
limited rate-cut projections.

Economic data released during the week painted a mixed picture. U.S.
retail sales for August increased 0.6 % month-over-month and 5 %
year-over-year, beating expectations[8]. Core retail sales (excluding
autos, gas, building materials and food services) rose 0.7 %[9], suggesting
solid consumer spending despite tariffs pushing prices higher[10]. Beneath
the headline, however, the picture is less Iimpressive: the
not-seasonally-adjusted retail and control group sales were up just 0.1 %
in August, one of the weakest August performances on record[11].
Regions Financial highlighted that this month’s gain reflected a “friendlier
seasonal adjustment” than July[12] and that July’s outsized
Prime-Day-driven surge in unadjusted sales pulled spending forward[13].
In other words, seasonal factors — not a re-acceleration in underlying
demand — explain much of the headline strength.
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Industrial production in August rose 0.1 %, with manufacturing output up
0.2 %[14]; capacity utilization held steady at 77.4 %[15]. Conversely, the
Conference Board’s Leading Economic Index (LEI) fell 0.5 % in
August, its largest decline since April, as weak manufacturing orders, soft
consumer expectations and rising unemployment claims outweighed
positive contributions from stock prices and credit conditions[16]. The
Conference Board noted that higher tariffs trimmed growth and expects
GDP to slow to about 1.6 % in 2025[17]. Weekly jobless claims
dropped to 231 000, reversing the prior week’s jump, yet the broader
labour market is softening: payrolls gained only 22 000 jobs in August, the
unemployment rate sits near a four-year high of 4.3 %, and average
unemployment duration rose to 24.5 weeks. Economists suggested the
Fed’s concerns about the labour market may be overstated, but the data
illustrate an economy losing momentum.

Financial markets responded positively to the cut but remain wary of the
Fed’s hawkish bias. Equity indices rose modestly, and credit spreads
narrowed, reflecting improved risk appetite. Bond yields declined at the
front end, but the curve steepened slightly, anticipating slower growth yet
recognizing that the Fed might not deliver the number of cuts investors
hope for. The dollar was mixed, and commodity prices were volatile due to
trade policy uncertainty.
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GRIP Analysis

Growth

« Real activity: The FOMC’s latest projections indicate that
policymakers expect real GDP to grow 1.6 % in 2025[18]—down
from 2.8 % in 2024, consistent with the Conference Board’s 1.6 %
forecast[17]. August retail sales headlines looked strong (up 0.6 %
m/m[8]), but the not-seasonally-adjusted data were essentially flat,
with total and control group sales up only 0.1 %[11]. Regions Financial
attributed the apparent strength to a “friendlier seasonal
adjustment” and noted that July’s supersized online promotions
(Amazon Prime Day) pulled spending into July[12][13]. Beneath the
surface, consumption is increasingly concentrated: Moody’s Analytics
estimates that the top 10 % of earners accounted for 49.2 % of
total consumer spending in Q2 2025, up from about 35 % three
decades ago. Spending by the bottom 80 % has merely kept pace
with inflation, while the top 3.3 % of households—who benefited from
asset-price inflation—have done “much, much, much better”. This
K-shaped consumption pattern means headline retail gains depend on
the wealthy and are vulnerable if asset values falter.

Industrial and labour market data: Industrial production increased
0.1 %[14], but the LEI's 0.5 % decline suggests momentum is fading[16].
The labour market is softening nonfarm payrolls added only 22 000
jobs in August, and the unemployment rate is 4.3 %. Average
unemployment duration (24.5 weeks) is the highest in nearly 3’2 years.
Without policy support, growth could decelerate further, especially as
tariffs dampen trade and investment. - Conclusion: Growth is down and
likely to slow further. While consumers remain relatively upbeat and
manufacturing shows nascent improvement, labour-market cracks and
falling leading indicators signal fragility. More policy accommodation and
pro-growth initiatives are needed to avoid a growth scare.
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Risk Appetite

+ Market sentiment: Equity markets responded favorably to the rate
cut, with the S&P 500 posting modest gains and credit spreads
tightening; risk assets are pricing in multiple cuts despite the Fed’s
conservative outlook. Investors believe that policy easing will support
asset prices and are positioning for a softer landing.

* Financial conditions: A 25-bp cut has modestly loosened financial
conditions. The Fed continues to shrink its balance sheet[4],
preventing a more dramatic easing. Bond markets anticipate
additional cuts (around 75-100 bps) over the next year[19], but the
Fed’s projections show fewer reductions[20]. The divergence between
market expectations and policy guidance is a risk factor;
disappointment could trigger volatility.

+ Conclusion: Risk appetite is positive, but the optimism rests on
expectations of further easing. Policy misalignment or renewed
inflation shocks could unsettle markets, especially from stretched
valuations.
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Inflation

* Current inflation: August CPI data (released last week) showed
consumer prices increasing at the fastest pace in seven months due
to tariffs and rising food and apparel costs[21]. However, core
measures and the Fed’s preferred PCE inflation are trending lower. A
useful leading indicator for price pressures is energy: the Brent crude
oil price fell from about $72 per barrel in mid-March 2025 to $67.88
by mid-September, a roughly 6 % decline over six months[22][23].
This negative six-month rate of change signals that energy inflation is
set to cool further. The FOMC’s median projection for PCE inflation in
2025 is 3.0 %|[7]—close to June estimates—and it expects inflation to
decline to 2 % by 2028[24]. Tariff-driven price pressures and
supply-chain disruptions keep inflation above target for now, but
underlying momentum and commaodity trends point lower.

+ Fed’s focus: Despite falling core inflation, the Fed remains “strongly
committed to returning inflation to its 2 % objective”[5]. Chair
Powell repeated concerns about potential tariff-induced inflation and
emphasized that the Committee will continue to watch inflation
expectations and wage dynamics. This focus has kept policy tighter
than growth data alone would justify.

+ Conclusion: Inflation is down but still above target, largely because
of external policy shocks (tariffs). With leading indicators pointing to
slower growth and easing price pressures, the Fed’'s fixation on
lagging inflation data risks overtightening.
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Policy

* Monetary policy: The FOMC cut rates by 25 bp to 4-4%. %[1], citing
increased downside risks to employment[25]. One governor dissented,
preferring a larger 50-bp cut[26]. The Committee signaled it would
continue to reduce its balance sheet[4] and will base further cuts on
incoming data. Markets expect more cuts—perhaps three by
mid-2026—but the Fed’s dot plot shows only a modest decline[20].
Comments from FOMC members and the dovish shift in the
statement confirm that a policy pivot has begun, but the Fed remains
cautious and anchored to labour-market data.

* Fiscal policy: Tariffs enacted earlier in the year remain a drag on
growth and inflation, with the LEI report noting that higher tariffs
trimmed growth in the first half of 2025 and will continue to weigh
on GDP[17]. Infrastructure and productivity-enhancing investments
could offset these headwinds. The Conference Board emphasized that
only stock prices and credit conditions supported the LEI[27], while
other components—including labor-market measures—are
weakening[28]. Coordinated fiscal-monetary action, such as
infrastructure spending and fiscal stimulus, could support growth
without igniting excessive inflation.

+ Conclusion: Policy remains too tight given the slowdown in growth
and easing inflation. The Fed’'s reliance on lagging indicators
(particularly unemployment) risks overtightening; more aggressive
cuts are warranted to prevent a growth scare. Fiscal policy should
complement monetary easing—through infrastructure spending and
targeted tax relief—to stimulate investment and productivity. Alignment
of monetary and fiscal policies is essential to unlock the potential of
leading indicators and spur the next growth cycle.
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Bottom Line

Last week’'s FOMC meeting marked a tentative policy pivot, but the
Fed’s cautious stance and continued emphasis on inflation mean
monetary conditions remain restrictive. Economic growth is slowing, the
labour market is softening, and leading indicators are deteriorating[16].
Moreover, the apparent strength in consumer spending is built on
seasonal quirks and a narrow base of affluent households[11]; if asset
prices wobble, demand could falter quickly. Yet inflation is moderating,
with energy prices falling sharply over the past six months[22][23], and
risk appetite is constructive. Additional rate cuts—coupled with
pro-growth fiscal policies like infrastructure spending—are needed to
support the economy and prevent a growth scare. Without alignment
between monetary and fiscal policy, the Fed's focus on lagging and
arguably flawed labour-market data will continue to weigh on the outlook.
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DISCLOSURES

WealthShield, LLC (“WS”) is a registered investment adviser. Registration does not imply a certain level of skill
or training. More information about WS including its advisory services and fee schedule can be found in Form
ADV Part 2 which is available upon request. WS provides non-discretionary advisory services to other registered
investment advisers and investment adviser representatives and does not provide advice to underlying clients of
the firms and representatives to which it provides advisory services.

This is WS’s current assessment of the market and may be changed without notice. The visuals shown are for
illustrative purposes only and do not guarantee success or certain level of performance. This material contains
projections, forecasts, estimates, beliefs and similar information (“forward looking information”).Forward looking
information is subject to inherent uncertainties and qualifications and is based on numerous assumptions, in each
case whether or not identified herein. This information may be taken, in part, from external sources. We believe
these external sources to be reliable, but no warranty is made as to accuracy.

This material is not financial advice or an offer to sell any product. Different types of investments involve varying
degrees of risk and there can be no assurance that any specific investment will either be suitable or profitable
for a client’s investment portfolio. Economic factors, market conditions and investment strategies will affect the
performance of any portfolio, and there are no assurances that it will match or outperform any benchmark.
Investing in non-traditional and international investments involves additional risks that are not generally
associated with investing in domestic equities.

The backtest simulation and associated performance figures provided are hypothetical. Performance figures do
not include the deduction of advisory fees, brokerage or other commissions and any other expenses that a client
would have paid or actually paid. The results do not represent the results of actual trading using client assets but
were achieved by means of the retroactive application of a model that was designed with the benefit of
hindsight. The results may not reflect the impact that any material market or economic factors might have had on
the adviser’s use of the back-tested model if the model had been used during the period to actually manage
client assets. The results portrayed reflect the reinvestment of dividends and other earnings. Returns should not be
considered indicative of the skill of the adviser. The hypothetical performance results do not relate to the type of
advisory services currently offered by WealthShield.

Benchmarks: The index / indices used by WS have not been selected to represent an appropriate benchmark to
compare an investor’'s performance, but rather are disclosed to allow for comparison of the investor’s
performance to that of certain well-known and widely recognized indices. Indices are not available for direct
investment, are unmanaged and do not incur fees or expenses. Detailed information regarding the indices is
available upon request. The volatility of the indices may be materially different than that of the portfolio.

PAST PERFORMANCE IS NO GUARANTEE OF FUTURE RESULTS. Not FDIC insured. All investment strategies have
the potential for profit or loss. Historical data may use proxies to represent investments and asset classes. These
proxies may have holdings and performance that vary from the investments or asset classes over time.

For Advisor Use Only This is provided for informational purposes only and should not be considered a recommendation
to buy or sell a specific security Past performance is no guarantee of future returns Please see attached disclosures
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