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The S&P 500 broke its six-week winning streak as most major indices finished lower last week pressured by another backup in treasury
yields. Treasury yields are the highest they have been since last July. As of this morning, the 10-year treasury is pushing 4.28%. The
latest Treasury weakness was attributable to several factors, including rising Trump/GOP sweep odds and associated potential deficit
and tariff impacts, rising scrutiny over debt/deficit, and the growing soft-landing optimism for the economy. Soft-landing optimism
remains a key piece of the bullish narrative. Economic data last week added support to the resilient economy narrative, including US
Market flash Manufacturing and Services PMIs coming in ahead of estimates, and initial claims the lowest in a month. The University of
Michigan Surveys 1-Year inflation expectations marked down to match YTD lows, while the latest Federal Reserve Beige Book offered
some more soft landing takeaways. Additionally, new home sales beat expectations and hit the highest level in 16 months, though
existing homes sales fell to the slowest pace in 14 years. The fairly consistently stronger-than-expected economic data along with the
steep backup in yields is getting a lot of attention and has quelled rate cut expectations significantly over the past few weeks. While
Fed officials continue to argue that they see further rate cuts ahead, the bond market has adjusted to a much slower pace than
previously expected just one month ago. One month ago, CBOE fed fund futures showed a 53.3% chance of another 50 basis point rate
cut in November. This morning, that probability stands at 0.0% and futures show a 98.2% chance of a 25 basis point cut. The Fed meets
next on November 7th. It will be a busy week on the economic calendar with October non-farm payrolls, September JOLT report,
consumer confidence, first estimate of 3Q GDP, September Core PCE, and October ISM manufacturing.
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