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e September Payrolls

* PCE and Consumer Spending

e Fed Signals Tightening

-->September payrolls came in below expectations,
providing further evidence that the labor market may
be beginning to slow. The weaker report reduced
expectations for another Fed rate hike in October or
December and initially pushed the 2-year Treasury yield
as much as 10 basis points lower before it partially
retraced. Despite the softer employment data, inflation
remains above the Fed’s target and consumer spending
continues to show strength. With additional economic
data still ahead of the October meeting, one weaker
payroll report is unlikely to determine the Fed’s next
move. Markets will remain focused on whether
upcoming labor and inflation data confirm a broader
slowdown in economic activity.

--> August PCE rose 0.3% for the month, while inflation-
adjusted consumer spending increased 0.6%, its
strongest monthly gain since March 2025. The
combination of persistent inflation and strong
consumer demand suggests the economy continues to
withstand higher interest rates and reinforces the case
for the Fed to maintain a restrictive policy stance. For
fixed income markets, the report adds to concerns that
inflation could remain elevated for longer and keep
upward pressure on Treasury yields. Strong consumer
spending remains supportive of credit fundamentals in
the near term, but continued inflation also increases
the risk of additional Fed tightening. Attention now
turns to upcoming inflation and economic data ahead of
the October FOMC meeting.

--> Fed officials continued to signal that additional
tightening may be needed to bring inflation back
toward the 2% target. Several policymakers indicated
that another rate hike remains possible before year-
end, particularly if inflation stays elevated and energy
prices continue to add pressure. The consistent
message suggests the September rate hike may not be
the final move of the current tightening cycle. Attention
now turns to Wednesday’s release of the September
FOMC minutes for additional insight into the Fed’s
policy outlook. Markets will be focused on the level of
support for further rate hikes and how policymakers are
balancing persistent inflation against signs of a slowing
labor market. The minutes could help shape rate
expectations ahead of the October FOMC meeting.
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Securities offered through FNBB Capital Markets Division (“FNBB”). FNBB is a division of First National Bankers Bank, member FDIC, and is registered with the SEC as a bank dealer and regulated by the OCC. Securities products are: NOT FDIC INSURED ¢ NOT BANK
GUARANTEED ¢ MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL « NOT INSURED BY ANY STATE OR FEDERAL AGENCY. Treasury instruments are subject to interest rate and liquidity risk if they are sold before their full maturity date. As a result, there may not be a market if
you need to sell or it may sell for much less than face value. The opinions voiced in this material are for generalinformation only and are not intended to provide specific advice or recommendations. The market and economic data is historical and is no guarantee of future
results. The information in this report has been prepared from data believed to be reliable, but no representationis being made as to its accuracy and completeness. No chart, graph, or other figure provided should be used to determine which securities to buy, sell or hold. Past
performance is not indicative of future results. Investing involves risks and each investor must be willing and able to accept those risks, including the loss of principal. This piece is intended for institutional use only and not intended for retail distribution. Portions of this
material were prepared with the assistance of artificial intelligence technology, specifically OpenAl, which was utilized to summarize certain source materials. All content has been reviewed for accuracy and compliance; however, no representation is made as to the

completeness of Al-assisted summaries.



