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Markets closed out the summer with solid gains despite rising interest rates, persistent
inflation, and ongoing geopolitical tensions. Strong corporate earnings and continued
enthusiasm for artificial intelligence helped offset concerns about higher borrowing
costs and fiscal challenges. As a result, most major asset classes finished the month
higher. 

Government Spending & Inflation Push Global Yields Higher

Long-term Treasury yields took center stage in August, with the 30-year U.S. Treasury
yield reaching its highest level in nearly two decades . The move higher came as U.S.
government debt surpassed $40 trillion . Investors demanded greater compensation for
risks tied to expanding budget deficits, persistent inflation pressures, and the
significant capital investment required to support the buildout of artificial intelligence
infrastructure. Together, these forces drove interest rates higher and increased
borrowing costs worldwide.
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In response, the U.S. Treasury
Department expanded its long-term
Treasury buyback program, increasing
the maximum size of repurchase
operations to $4 billion . The goal was to
improve market liquidity and help ease
borrowing costs. The announcement
initially pushed yields lower, but
investors largely viewed the move as a
temporary measure that did little to
address the bigger issues of rising
government debt and ongoing deficits.
Yields soon began climbing again.
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While higher yields would increase borrowing costs for consumers and businesses,
they also create more attractive income opportunities for fixed-income investors,
resulting in both challenges and opportunities across the economy.

“Bond yields start to
move higher and the

equity market ignores
it, until it doesn’t.”

Matt Maley 

Chief Market Strategist

Miller Tabak + Co.
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Attention then shifted to Federal Reserve Chairman Kevin Warsh's comments at
the annual Jackson Hole Economic Policy Symposium. Investors were looking for
clues about how the Fed might respond to the changing interest-rate environment.

Warsh acknowledged that economic growth remains solid and the labor market is
healthy, but he reiterated the Fed's commitment to bringing inflation back to its 2%
target. He also emphasized that short-term interest rates remain the Fed's main
policy tool. His comments reinforced expectations that the Fed would keep interest
rates restrictive until there is more progress on inflation, increasing the possibility
of another rate hike in the near term.

While the bond market dominated the headlines, stock investors appeared largely unfazed. The
S&P 500 gained 2.7% in August , continuing its steady climb higher. Market participation also
broadened during the month, lifting several major asset classes to or near record levels
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Strong corporate earnings helped support investor confidence. Markets largely looked past
concerns about higher-for-longer interest rates, geopolitical tensions with Iran, federal deficits,
and elevated stock valuations. As long as corporate earnings continue to grow and the economic
outlook remains supportive, investors have shown a willingness to look beyond negative headlines
and focus on longer-term growth.

Investor sentiment also received a boost from renewed enthusiasm surrounding artificial
intelligence following concerns earlier in the summer that investment in the theme might be
slowing. Strong earnings and guidance from AI leader Nvidia reaffirmed the scale of AI
infrastructure spending, helping propel technology stocks higher. The sharp reversal in investor
sentiment highlighted both the promise of artificial intelligence and the volatility that can
accompany one of the market's most closely watched investment themes.

Another potential source of
uncertainty for investors is the
upcoming midterm elections, now less
than ten weeks away. While the nation's
growing debt burden is unlikely to be a
major campaign issue, topics such as
data center development, electricity
demand, and the broader economic
impact of artificial intelligence are
expected to receive greater attention
from candidates and voters alike.
Housing affordability and healthcare
costs are also likely to be prominent
issues, creating potential volatility
across several industries in the weeks
ahead.

Midterm Elections

While it may seem that election results would have a lasting impact on markets, history suggests otherwise. As the chart above
illustrates, election-related volatility has typically been short-lived. Once the dust settles, markets have generally returned their focus to
economic fundamentals, corporate earnings, and longer-term growth trends. In fact, according to Deutsche Bank, the S&P 500 was
higher nine months after each of the 20 midterm elections held since World War II.
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Rembert Pendleton Jackson. (“RPJ”) offers investment advisory services and is registered with the U.S. Securities and Exchange Commission (“SEC”). SEC
registration does not constitute an endorsement of the firm by the SEC nor does it indicate that the firm has attained a particular level of skill or ability. You
should carefully read and review all information provided by RPJ, including Form ADV Part 1A, Part 2A brochure and all supplements, and Form CRS.

The discussion of investment strategy and philosophy found in this newsletter is not intended as any form of substitute for individualized investment advice. The
discussion is general in nature, and therefore not intended to recommend or endorse any asset class, security, or technical aspect of any security for the purpose
of allowing a reader to use the approach on their own.Before participating in any investment program or making any investment, clients as well as all other
readers are encouraged to consult with their own professional advisers, including investment advisers and tax advisors. RPJ can assist in determining a suitable
investment approach for a given individual, which may or may not closely resemble the strategies outlined herein.

Past performance may not be indicative of future results. Therefore, no current or prospective client should assume that the future performance of any specific
investment, asset class, or investment strategy (including the investments and/or investment strategies recommended by the adviser), will be profitable or equal to
past performance levels. In particular, debt and fixed income securities are subject to credit risk, which is the risk that a borrower will be unable to make
principal and interest payments on its outstanding debt obligations when due. There can be no assurance that a borrower will service debt obligations, and, in
any such case, you may suffer a partial or total loss of invested capital.

Each index used as proxy for a given asset class/investment category referenced in this newsletter is a commonly used benchmark for that asset class. The
performance of an Index is not reflective of the performance of any specific investment. Historical performance results for investment indices and/or categories
have been provided for general comparison and informational purposes only. Further, the performance of your account and each Index may not be comparable.
There may be significant differences between the characteristics of your account and an index, including, but not limited to, risk profile, liquidity, volatility and
asset comparison. Generally, indexes do not reflect the deduction of transaction and/or custodial charges, the deduction of an investment management fee, nor
the impact of taxes, the incurrence of which would have the effect of decreasing historical performance results. It should not be assumed that your account
holdings correspond directly to any comparative indices. An investor may not directly invest in an index. 

Certain information contained in this newsletter was derived from third party sources, as indicated, and has not been independently verified. While the
information presented herein is believed to be reliable, no representation or warranty is made concerning the accuracy of any information presented. We have
not and will not independently verify this information. Where such sources include opinions and projections, such opinions and projections should be ascribed
only to the applicable third party source and not to RPJ. RPJ does not represent that any opinion or projection will be realized. 

Any charts, graphs, or visual aids presented herein are intended to demonstrate concepts more fully discussed in the text of this newsletter, and which cannot be
fully explained without the assistance of a professional from RPJ. Readers should not in any way interpret these visual aids as a device with which to ascertain
investment decisions or an investment approach. Only your professional adviser should interpret this information.

Certain statements herein reflect projections or opinions of future financial or economic performance. Such statements are “forward-looking statements” based
on various assumptions, which may not prove to be correct. No representation or warranty can be given that the projections, opinions, or assumptions will prove
to be accurate.
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Higher interest rates and the upcoming midterm elections
may contribute to periods of market volatility in the

months ahead. However, history suggests that successful
long-term investing is driven less by short-term headlines
and more by economic fundamentals, corporate earnings,
and staying focused on a well-constructed financial plan.

Despite concerns surrounding rates, deficits, and the
election cycle, the economy continues to expand and

corporate earnings remain supportive, reinforcing our focus
on long-term opportunities rather than short-term

distractions.
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3.Treasury Announces Increased Sizes of Nominal Long-End Liquidity Support Buybacks Beginning September 9 | U.S.
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