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Overview of the US Market

The S&P 500 gained 0.3% to a record, and the Nasdaq 100 added 0.6%, lifted partly by resilience in tech
stocks, including Nvidia, which rebounded after analysts raised price targets despite cautious guidance.

Market sentiment was shaped by data showing US GDP expanded at a faster 3.3% annualized pace in Q2,
versus the previously reported 3%. The results underscored the strength of consumer spending and
suggested the economy remains resilient. While this eased immediate recession concerns, it also raised
doubts about inflation pressures, with the upcoming core personal consumption expenditures (PCE) report
expected to show a 2.9% annual rise in July, the fastest in five months. Investors are therefore closely
watching whether inflation aligns with expectations. A softer print could reinforce bets on a September
Fed rate cut, while a hotter number may temper optimism.

Federal Reserve officials continue to signal flexibility. Chair Jerome Powell recently acknowledged growing
risks in the labour market, interpreted by investors as an opening for further easing despite inflation
staying above target. Markets are currently pricing in about 20 basis points of September easing, with a
second cut likely by year-end. Treasury yields reflected this outlook: the two-year yield rose slightly to
3.63%, while longer-dated bonds rallied.

In currencies, the dollar index fell 0.3%, with the yen holding gains and the euro steady. The Australian and
offshore Chinese yuan remained unchanged, reflecting subdued FX activity. Bitcoin rose 0.4% to $112,396
and Ether gained 0.9% to $4,498, continuing a recovery in digital assets.

Commodities were more volatile. Oil slipped 0.6% to $64.23 a barrel, retracing some of Thursday’s gains
that had been driven by fading hopes of a Russia-Ukraine peace deal. Statements from German Chancellor
Friedrich Merz downplayed the likelihood of direct talks between Vladimir Putin and Volodymyr Zelenskiy,
despite earlier suggestions by US President Donald Trump. This uncertainty kept energy markets cautious.
Gold prices were steady, reflecting demand for safe havens.

Corporate earnings remained in focus. Dell Technologies fell in extended trade after reporting weaker sales
of Al servers and lower-than-expected profit margins in the segment. Meanwhile, investors awaited
Alibaba’s earnings, with peers’ results highlighting intense competition across China’s e-commerce sector.

Elsewhere, is geopolitical and trade developments continued to influence sentiment. The European Union
moved to eliminate tariffs on US industrial goods and extend preferential treatment to some American
agricultural products. In US politics, Fed Governor Lisa Cook faced scrutiny over a mortgage dispute,
though her legal team attributed it to a clerical error.

Overall, global markets remain delicately balanced between optimism about US economic resilience and
caution over persistent inflation. For Asia, the immediate direction hinges on Friday’s PCE report, which
could either cement expectations of Fed easing or reignite inflation worries.
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Overview of the Australian Market

The Australian share market eked out modest gains on August 28, 2025, amid volatile earnings reports and
a lull in broader activity as investors awaited U.S. inflation data, closing on session highs despite poor
breadth. The S&P/ASX 200 rose 0.22% to 8,980.0, while the broader All Ordinaries added 0.11% to
9,241.1. Small-caps underperformed with the Small Ords down 0.67%, and advancers lagged decliners 105
to 165 in the ASX 300, highlighting uneven sentiment.

Financials topped sectors with a 1.10% advance, powered by the big four banks—NAB (+2.4%), CBA
(+2.1%), Westpac (+1.3%), and ANZ (+0.9%)—more than offsetting Bank of Queensland's 7.7% drop on a
strategy and trading update. Real Estate climbed 1.02%, boosted by Lifestyle Communities (+14.9%) after
full-year results and Goodman Group (+2.0%). Industrials gained 0.89%, led by Qantas Airways (+9.1%)
following a 28.3% profit surge to $1.6 billion and CEO comments on strong delivery. Consumer Staples
rose 0.88% and Consumer Discretionary added 0.76%, but Energy plunged 2.39% amid global oil
pressures, with Woodside Energy down 3.3% and Santos -0.7%. Health Care fell 1.72% as Ramsay Health
Care tumbled 10.5% on weaker-than-expected margins in Australia and the UK, and Telix Pharmaceuticals
cratered 18.8% on a U.S. FDA setback for its imaging agent. Materials slipped 0.54%, with BHP -0.7%, Rio
Tinto -1.1%, and Fortescue +1.5%, while lithium stocks pared Wednesday's gains on falling futures.

Standout movers included IDP Education (+29.7%) on FY25 results and a multi-year cost transformation
amid student restrictions, Kaili Resources (+15.3%) ahead of drilling, Genusplus Group (+13.9%), Eagers
Automotive (+12.0%), Aeris Resources (+11.9%), Invictus Energy (+11.5%), Tabcorp (+9.7%), Nuix (+9.1%),
Titomic (+8.7%), Duratec (+8.5%), Jumbo Interactive (+7.0%), Generation Development Group (+6.8%),
Hot Chili (+6.4%), DUG Technology (+5.5%), Adairs (+5.4%), and Solvar (+5.4%). On the downside, the Nine
Entertainment (-12.2%) is on a CFO appointment, Electro Optic Systems (-10.3%), Archtis (-9.2%), Core
Lithium (-8.3%), Macquarie Technology Group (-8.2%), Findi (-8.0%), Clarity Pharmaceuticals (-7.6%),
Clinuvel Pharmaceuticals (-7.5%), South32 (-7.2%) after FY25 results, and Karoon Energy (-6.6%).

The AUD/USD rose 0.08% to 0.6511. Q2 capital expenditure grew just 0.2%, missing the 0.7% Reuters poll,
potentially easing RBA rate cut timelines after July's CPI surprise, while U.S. GDP was revised higher to
3.3% and jobless claims fell to 229k—both better than expected—ahead of Friday's PCE release that could
spark volatility.

Overview of the US Bond Market

Short-maturity US Treasuries slipped on Thursday after stronger-than-expected economic data raised
doubts about the extent of Federal Reserve rate cuts. Yields on two- to five-year notes climbed at least two
basis points, with the two-year rising to 3.64% after GDP growth was revised up to 3.3% for Q2 and weekly
jobless claims fell more than anticipated, signalling continued labour market strength. Analysts said the
figures underscored consumer resilience despite tariff pressures, complicating the Fed’s dovish tilt.

Despite the move, shorter-dated yields remain near their lowest levels since early May, following a rally on
growing expectations for policy easing. Swap contracts still price in a quarter-point Fed cut by October and
a second by year-end, with about an 80% chance of a September reduction.
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Citigroup economists cautioned, however, that underlying demand outside a few sectors is weakening and
that growth should slow further as tariffs weigh and labour conditions soften.

Political developments are also influencing expectations. President Donald Trump’s push to accelerate Fed
appointments has bolstered market bets on cuts, with his nominee Miran expected to be confirmed before
the September meeting.

Longer-dated Treasuries, in contrast, rallied after a seven-year note auction, sending yields to session lows
and narrowing the yield curve. The two- to 10-year spread shrank to 57 basis points from 62, while the
five- to 30-year gap fell to about 118 from 122. Recent steep curve levels prompted traders to unwind
positions.

Auctions earlier this week also reflected strong demand: two- and five-year sales cleared at the lowest
yields since September 2024, before rallying further in secondary markets. End-of-month bond index
rebalancing, particularly large in August, also supported demand for new issues.

Overall, markets remain split between strong near-term data supporting higher yields and expectations
that tariff-driven inflation and labour softness will push the Fed toward easing.

The US economy grew more strongly than initially estimated in the second quarter of 2025, with revised
figures showing a 3.3% annualized expansion compared with the 3% originally reported. The upward
revision was driven by robust business investment and a historic boost from trade. Business spending rose
5.7%, well above the prior estimate of 1.9%, with notable gains in transportation equipment and the
strongest growth in intellectual property products in four years.

The trade sector provided an extraordinary lift, with net exports contributing nearly five percentage points
to GDP, the largest on record after weighing on growth in the first quarter. This reflected both a rebound
from earlier import surges tied to tariff anticipation and stronger overseas demand for US goods.
Consumer spending, the backbone of the economy, grew at a modest 1.6%, slightly above initial estimates
but still sluggish compared with past expansions. Retailers like Walmart and Home Depot remain optimistic
about consumer resilience, though tariff-driven price increases are beginning to filter into stores.

Corporate profits improved in Q2, rising 1.7% after suffering their sharpest decline since 2020 earlier in the
year. Margins, measured as after-tax profits for nonfinancial firms relative to gross value added, held
steady at 15.7% although elevated by historical standards. Economists caution, however, that whether
firms pass tariff costs to consumers or absorb them will shape profit trajectories and inflation pressures
going forward

Gross domestic income (GDI), an alternative gauge of economic activity, surged 4.8% in Q2 after barely
growing in Q1, reinforcing the picture of stronger momentum. Still, analysts warn underlying demand
outside specific sectors remains subdued, with labour market weakness and higher tariff costs likely to
restrain activity in the months ahead. Final sales to private domestic purchasers, a cleaner measure of
household and business demand, rose just 1.9%, suggesting slowing core momentum beneath the headline
GDP figure.

Inflation dynamics remain central to the outlook. The Fed’s preferred core PCE index rose at 2.5% in Q2,

unchanged from the earlier estimate. Policymakers are closely monitoring whether tariffs will further
pressure prices. Chair Jerome Powell, speaking at Jackson Hole, acknowledged tariff-driven inflation but
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highlighted labour market risks as a potential justification for a September rate cut. Markets are still pricing
in easing, with traders betting on at least one cut before year-end.

In addition to the GDP revision, the Commerce Department announced it will begin distributing GDP data
via public block-chains, aligning with the Trump administration’s push for greater adoption of digital
technologies. Meanwhile, labour market signals remain mixed, with jobless claims falling in mid-August
even as concerns mount about broader hiring trends.

Overview of the Australian Bond Market

Australian government bonds rallied on August 28, 2025, with yields dropping across the curve as softer-
than-expected capital expenditure data fuelled rate cut speculation, countering resilient U.S. growth
signals and ongoing global tariff uncertainties. The 10-year yield fell 5 basis points to 4.27%, the 2-year
declined 4 bps to 3.32%, the 5-year dropped 4 bps to 3.63%, and the 15-year eased 6 bps to 4.64%. Month-
to-date, yields have slid 5-10 bps, underscoring a dovish tilt amid domestic economic moderation.

The ABS's Q2 capex rise of 0.2%—half a point below forecasts—reinforces the RBA's cautious stance post-
July's 2.8% CPI jump, but signals potential for earlier easing if growth softens further, blending with bond
buying. U.S. Q2 GDP upgraded to 3.3% (above 3.1% poll) and initial jobless claims at 229k (better than
230k) highlight economic strength, bolstering higher-for-longer rate views, yet President Trump's push
against Fed independence via Governor Cook's ouster risks inflationary spill overs and erodes Treasury
appeal, indirectly supporting Aussie bonds as a relative safe haven. Ongoing U.S.-China tariff truce
negotiations (possible 90-day extension) and Europe-U.S. duty removals on industrial goods ease some
trade fears, but India's exposure to new duties adds caution. The Bond positioning remains watchful ahead
of tomorrow's PCE data (core MM 0.3%, YY 2.9% expected), which could sway Fed September cut
probabilities around 60% and influence RBA expectations via currency channels.
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About YieldReport - Your Income Advantage

YieldReport is Australia's leading online investor platform on interest rate markets and yield investments.
YieldReport provides research, data, advice, news review and insights on what's shaping the yield curve
and fixed income markets. It also provides a great source of reference for pricing and performance data on
yield focused investment opportunities including cash, term deposits, and government and semi-
government bonds, managed funds, ETFs, corporate bonds, floating rate notes and hybrids. YieldReport
insights and analyses are designed to help anyone capital allocation or investment selection — whether it
be their own or whether they sit on a finance committee, board etc. — to make informed decisions about
where interest rates are going and to have access to the best rates and latest performance data available
on yield-oriented investments.

Explore more via the website - www.yieldreport.com.au. Find daily updates on social media platforms such
as LinkedIn and Twitter.
For inquiries, please contact contact@yieldreport.com.au or call 0408 266 713.

YieldReport — Interest Rates &Yield Investment Data & Research
Level 2, Suite 208

33 Lexington Drive

Bella Vista NSW 2153

Disclaimer

The material contained in this document is for general information purposes only. It is not intended as an
offer or a solicitation for the purchase and/or sale of any security, derivative, index, or financial
instrument, nor is it an advice or a recommendation to enter any transaction. No allowance has been
made for transaction costs or management fees, which would reduce investment performance. Actual
results may differ from reported performance. Past performance is no guarantee for future performance.

This material is based on information that is reliable, but Foresight Analytics makes this information
available on an “as is” basis without a duty to update, make warranties, express or implied, regarding the
accuracy of the information contained herein. The information contained in this material should not be
acted upon without obtaining advice from a licensed investment professional. Errors may exist in data
acquired from third party vendors, & in coding related to statistical analyses.

Foresight Analytics disclaims any & all expresses or implied warranties, including, but not limited to, any
warranties of merchantability, suitability or fitness for a particular purpose or use. This communication
reflects our quantitative insights as of the date of this communication & will not necessarily be updated as
views or information change. All opinions expressed herein are subject to change without notice.
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