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Stocks Breathe A Sigh Of Relief With Inflation Tracking As Expected
The Federal Reserve (Fed) began a new rate-cutting cycle with a 25-basis-point reduction on September
17, aiming to support the labor market, while balancing its dual mandate of keeping inflation in check.

That's why last week's Core PCE (Personal Consumption Expenditures) report carried particular weight with markets. PCE came in as expected at
2.9%, and both the stock and bond markets responded with a sigh of relief that it was not worse than expected. The Fed's inflation target is 2%, a
level they don't expect to reach for several more years. In fact, Core PCE hasn't been at 2% since early 2021, nearly four years ago.

Core Personal Consumption Expenditures (PCE) Remains Elevated
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Government Shutdowns Don’t Have A Major Impact On Equities Historically

Risks are rising that we get at a temporary shut down in the government. This sounds terrible, but the country has been here many times
before. Historically, there is really little to no impact on the stock market when a shutdown occurs. However, there have been times when the
S&P 500 has reacted with a modest correction. Currently, with equity markets overbought and trading at an elevated 23x price-to-earnings
ratio, we could enter the month of October with some volatility. We have been expecting a 5%-10% pullback. But keep in mind that October
is the time of year we would expect good buying opportunities for the seasonal year-end rally.

Historical Government Shutdowns And S&P 500 Performance
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Source: Congressional Research Service, Sanctuary Wealth, September 26, 2025

Consumers Maintain A Healthy Level Of Disposable Income
Personal income is a useful gauge of consumer health. Adjusting for taxes gives us disposable income, which is an even better measure.
Currently, disposable income is growing at 4.7% and trending positive, which is another sign the economy should continue to grow.
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2Q GDP Revised Upward From 3.3% to 3.8%

Quarterly percent change (SAAR)

Last week we received the final revised data point for 2Q GDP with an uptick to 3.8% from 3.3% -- this represents a significant revision. The
Evolution of Atlanta Fed GDPNow real GDP estimate for 2025: Q3
i

Atlanta GDPNow Tracker estimates 3Q GDP at 3.9%. But most economists have their economic forecasts significantly below this estimate.
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New Major Breakouts: U.S. Banks, Japan, China

We are getting new all-time highs in small cap stocks, which we highlighted last week. The U.S. Banks are another area of the equity market
recording highs. Their strong performance is another confirmation we are in a strong bull market.
KBW Bank Index At Record Highs
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Japan Continues To Hit Record Highs After 35-Year Secular Bear Market

a September 29, 2025

One of our favorite markets outside the U.S. is Japan. Japan’s equity market went nowhere for 35 years. Well, this has clearly changed with the
Tokyo Stock Exchange Index continuing to march to new record highs. We believe Japan is in a new secular bull market that can be in place
for 15-20 years.

Tokyo Stock Exchange Continues To Hit Record Highs

Chinese Technology Stocks Breaking Out

The KraneShares China Internet ETF (KWEB) has just broken out from an almost four-year trading range. Technology is the leadership sector in
the bull market that is charging globally. Joining the bull run is Chinese technology.

KraneShares China Internet ETF (KWEB) Breaking From Multi-Year Base
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Surprising Chart of the Week: Mortgage Applications

Despite lofty housing costs, mortgage applications are trending higher. That's a bullish signal for consumer strength and the broader
economy.
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Sector Readings: Communication Services Strongest, Health Care Still Weakest

Our sector model analyzes S&P 500 GICS sector classifications, usinga weightedmeasureof price momentum across three time periods. We rank
each sector from best to worst based upon the average of its 40-, 26-, and 13-week relative price performances. We rank each sector from 1-11
with 1 being the strongest and 11 the weakest.

ﬂ September 29, 2025

Last week, Commmunication Services remained in the leading position for the 5th consecutive week, followed by Information Technology, also for

the 5th week. Health Care remained in last place for the 21st consecutive week, since May 9, followed by Consumer Staples and Real Estate.
Growth sectors continue to outperform Value sectors.

Sector Rankings By 40-, 26-, And 13-Week Average Relative Price Performance

Sep26 Sep19 Sep12 Sep5 Aug29 Aug2? Aug15 Aug8
Consumer Discretionary L) 3 3 3 4 4 5 5
Consumer Staples 10 9 8 8 10 8 8 7
Energy 7 10 10 10 B 10 10 10
Financials 6 5 5 L 5 6 6 6
Health Care 11 11 11 11 11 " 11 11
Industrials 3 4 4 4 3 3 3 3
Information Technology 2 2 2 2 2 1 1 1
Materials ] 7 7 7 7 7 7 8
Communication Services 1 1 1 1 1 2 2 2
Utilities 4 6 6 6 6 5 4 4
Real Estate 9 8 9 9 9 9 3 9

Source: Bloomberg, Sanctuary Wealth, Septermber 27 2025
OBOS List: Communication Services Overbought, Information Technology Near Overbought; Consumer
Staples, Real Estate, Health Care, And Energy Oversold

Earnings growth remains strongest in Communication Services, which is near overbought. There are two outright oversold sectors, Consumer
Staples and Health Care, while Industrials, Materials, and Real Estate are near oversold. The extreme overbought conditions that dominated in
recent weeks are beginning to ease as market breadth improves, though some segments remain oversold.

Our tactical sector rotation model uses the S&P 500 GICs sector classifications. We apply a 13-week rate of change methodology that normalizes
the rankings from overbought (OB) to oversold (OS). An industry group is overbought when it has risen too far too fast, relative to the rest of the
market, based upon its normal movement. Conversely, it's oversold when it has lost too much too fast, relative to the rest of the market, based
upon its normal movement. Over time, a sector tends to move back toward its normal rate of change, relative to the rest of the market.
Overbought sectors tend to slow their pace of gains in relative price, while oversold sectors tend to improve in relative price until they reach
their average performance again.

Here's our methodology: the overbought-oversold table of sectors measures the 13-week rate of change in the relative price of each sector. We
then average (i.e.,, smooth) this for 3 weeks and normalize the results. Normalized oscillator values over 1.0 are considered overbought, while
those between 0.6 and 1.0 are considered near overbought. Normalized oscillator values below -1.0 are considered oversold, while those
between -0.6 and -1.0 are considered near overold.

Sector Overbought / Oversold List as of 26 September 2025

normalized
rank S&P Sector Oscillator
1 Communication Senvices 0.8594 Near Overbought
2 Information Technology 0.5358 Neutral
3 Consumer Discretionary 0.1249
4 Energy 0.0350
5 Utilities -0.0210
] Financials -0.5708 Neutral
7 Real Estate -0.6788 Near Oversold
8 Materials -0.8251
9 Industrials -0.8718
10 Health Care -1.0647 Oversold
11 Consumer Staples -1.6283 6

Source: Bloomberg, Sanctuary Wealth, September 27, 2025
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Market Performance: Gold Is Still The Best Performing Asset Year-To-Date

Month  Maonth

Last End o

_ W05 AN Date |
SPX S&P 500 BEHIT0 B4EDZET  2B%
CCMP index  NASDAQ Composite 2248407 21455557  48%
00 ndex HASDAG 100 595 97 570407 4 5%
RTY index Russell 2000 2434 32 2366.42 " 2.9%
SSCOND S&P Consumer Discretionary Sector 1818.05 186003 " 31%
SECONS S&P Consumer Staples Sector BET_TS BT 23" 29%
SEENRS S&P Energy Sector 70364 GBE38"  25%
SEFINL 5&P Financial Sector B96.65 B9653°  0.0%
SEHLTH S&P Health Care Sector 158059 1598137 1.1%)
SEiNDU S&P Industrials Sector 129177 128404° 06%
SEINFT S&P Infermation Technology Sector E5ITO0 52517 58%
SEMATR SEP Materials Sector 56517 584 187 -33%
S5RLST S&P Real Estate Sector 26364 265177 -06%
BETELS S&P Communications Sector 426 53 400457 6.5%
SELUTIL S5&P UWtilities Sector 44094 42624°7 3.4%
Stocks S5&P 500 Total Return 1472599 14304687 29%
3m Thill.p 3 month Treasury Bill Price 99.01 959" 0.0%
Cash 3 menth Treasury Bill Total Return 265.26 264427 03%
TYA 10 Year Treasury Bond Future 11227 112507 -02%
Bonds 10 Year Treasury Hote Total Retum 2a es2”  01%
TLT U3 Equity iShares 20+ Year Treasury Bond ETF 8390 BEGO" 27%
SAPIMAIN S&P Municipal Bond Total Return F85.00 a6 " 21%
MUBNV iShares 5&F National Municipal Bond NAY 10614 104.30" 1.8%
SPSIGET S5&P 500 Investment Grade Corporate Bond Total Retum 454 44 488.90° 11%
SPRGED S5&P Investment Grade Corporate Bond 92 82 22177 07%
SPUIGBOT  S&P Investment Grade Corporate Bond Total Return 527 08 E2175°  10%
JNK 5PDR Bloomberg High Yield Bond ETF 97 85 751" 03%
HYG iShares iBoxx High Yield Corporate Bond ETF 8108 086" 03%
Godd Gold ITE98E 47857 80%
BTC Bitcoin 109361.22 107800317 1.4%

Source: Bloomberg, Sanctuary Wealth, September 27, 2025

Government Shutdown Looms

This week, everything rides on the government shutdown - and the jobs data (if we get to

see it).

“Are we heading for a government shutdown?” That's the question on every investor's mind this week. Against the backdrop of a looming
vote in Congress and if a budget deal is not reached, we may enter October with a government shutdown. We have had many shutdowns
that have not disrupted the fundamentals of the economy or markets. A shutdown certainly can cause investors some angst, but it has been
shown historically that eventually the government’s budget will get funded. With equity markets overbought, we could get some volatility,
in our view. If there's a shutdown, important economic reports may not be released. Which could be disruptive as this week is scheduled to
be packed with data - most important of which would be the jobs data (JOLTS, ADP, U.S. Employment Report), given the Fed's new path of
cutting rates. Weak labor data supports future rate cuts, whereas strong data may question whether we get another rate cut in October. So,

buckle up, it could be a bumpy week.
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1:40 pm

Federal Reserve governor Christopher Waller speech
Cleveland Fed President Beth Hammack speech
Pending home sales

Atlanta Fed President Raphael Bostic speech
Jefferies

Federal Reserve Vice Chair Philip Jefferson speech
S&P Case-Shiller home price index (20 cities)
Chicago Business Barometer (PMI)

Job openings

Consumer confidence

Chicago Fed President Austan Goolsbee speech
INIIG

ADP employment

Construction spending

S&P final U.S. manufacturing PMI
ISM manufacturing

Auto sales

Initial jobless claims
Factory orders
Dallas Fed President Lorie Logan speech

U.S. employment report

U.S. unemployment rate

U.S. hourly wages

Hourly wages year over year

S&P final U.S. services PMI

ISM services

Federal Reserve Vice Chair Philip Jefferson speech

*Earnings reflect highlights
Source: MarketWatch/Kiplinger's/CNBC
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