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General advice warning:

The information in this update is of a general advice nature only and has been prepared without taking into
account your personal objectives, financial situation or needs. Because of that, you should, before acting
on the advice, consider the appropriateness of the advice, having regard to those things. Past
performance is not a reliable indicator of future performance and should not be relied upon.
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US equities climbed higher through September, extending solid gains
for the year. There were some ups and downs, but the march forward
continued with the Dow Jones gaining roughly 1% over the last month.
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The S&P 500 also climbed close to 1% over the last month...
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The NASDAQ, led by the magnificent seven and, ever increasingly,
Nvidia, has been turbulent but strong again for the month, gaining

1.50%.
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There have been more tariff trade dramas. Trump threatened to slap
100% tariffs on China if they didn’t play nice and share their rare earth
metals, many of which are used for Al and defence.

China appears reluctant to back down, and as they showed last time
around, are willing to work with other markets and abandon the US.

Chinese Exports to U.S. Plunge
33 Percent Y-0-Y in August

Monthly Chinese exports to the U.S.
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A large point of contention has been China’s halt on the US soybean
imports.
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The move was retaliation for US tariffs and was not helped by a
reciprocal tariff of 23% put on US imports, driving the prices higher

than those of South American producers, who are now filling the gap
left by the US.

China Ditches U.S. Soybeans Amid Trade Stalemate

Chinese soybean purchases for Sept-Nov shipments from the U.S. and
South America (million metric tons)
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Thisimage shews China's soybean purchases from the U.S. and South America for shipments from Septemnber to November in 2024 and
LLLLL 5. Allfigures are in million metric tons.




The US Federal Reserve is back in easing mode, cutting rates by 25
basis point (bps) in September, down to 4.00-4.25%. They have now
lowered rates by 125 bps since September 2024, after one of the most
aggressive rate-hiking cycles in history (525 bps increase in 2022-2023).
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However, the market and the Fed are not on the same page when
forecasting how low interest rates will go in the near future, with the
markets forecasting a lower terminal cash rate.

Fed-funds forecast for year-end 2026
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Mote: Market forecast is based on federal funds futures. Fed forecast reflects median forecast of Fed officials
at meetings with economic projections.
Sources: LSEG (market); Federal Reserve (Fed)




The momentum in equity markets continued after the Fed’s rate cut,

with the S&P 500 recording its 28th all-time high of the year.
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There’s a lot of excitement around the Fed cutting interest rates, with
the implication that stocks do better when the Fed is in easing mode.

But is that actually the case?

Not according to the data.

If we look at the data from 6 months through to 4 years, the S&P 500 has

posted slightly below average returns following rate cuts versus any
random day.

S&P 500 Forward Total Returns
(October 1982 - September 2025)
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And here’s the real shocker: stocks have performed better on average
following rate hikes rather than rate cuts.

S&P 500 Forward Total Returns
(Data via YCharts/Federal Reserve: October 1982 - September 2025)
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Why would that be the case?

Because sometimes the Fed is cutting rates in response to economic
weakness, as we saw in 2001 and 2007. And those initial cuts back then
were followed by two of the worst bear markets in history, bringing
down the historical returns.
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We’ve also got a price to peak earnings rate of 27.7 for the S&P 500,

which is the highest we’ve seen since 2000 and more than 60% above
the historical median.

S&P 500 Price to Peak Earnings Ratio
(Price / Peak TTM Operating EPS)
Quarterly, Q4 1988- Q2 2025
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The ratio of the US Stock Market’s Value to GDP (aka the “Buffett
Indicator”) has moved up to a new record high at 217%. That’s now
more than 2 standard deviations above the long-term trendline.

Buffett Indicator: US Stock Market Valueto GDP CURRENT MARKET
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We’ve never seen a disconnect this wide between what the US
consumer is saying and what they are doing.

The University of Michigan Consumer Sentiment index has moved
down to 55, a reading below 99% of historical data points going back to
1952.
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But at the same time, retail sales grew 4.8% over the last year,
outpacing inflation by 1.8%.
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And second quarter real Gross Domestic Product (GDP) was revised
higher to 3.8%, due in large part to continued strength in consumer
spending (contributing 1.7%).

US Real GDP (Quarterly, Annualized as of Q2 2025)
Data via YCharts as of 9/26/25
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The US housing market now has 518,801 more home sellers than
homebuyers.

That’s the most that home sellers have outmatched buyers in over a
decade.

Estimated number of U.S. homebuyers and sellers actively in the
housing market

Redfin: In July 2025, there were 518,801 more U.S. home sellers than U.S. homebuyers
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And record amounts of investment are pouring into the US through
ETFs, with 2025 on pace to be the largest annual inflow.

US ETFs on Pace for Record Yearly Inflows
m Annual flows
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Major market indicators

Interest Rates (at close of

period)

Aus 90 day Bank Bills 3.58% 3.61% 3.68% -11.0 -84.0

Aus 10yr Bond 4.31% 4.28% 4.29% +10.4 +39.0

US 90 day T Bill 3.86% 4.05% 4.24% -38.0 -66.0

US 10 yr Bond 4.15% 4.22% 4.36% -8.2 +35.8

Currency (against the AUD)

US Dollar 0.663 0.655 0.644 1.13% -4.47%
British Pound 0.492 0.484 0.488 3.02% -5.06%
Euro 0.563 0.560 0.566 0.72% -9.38%
Japanese Yen 97.81 96.20 96.85 3.26% -1.52%
Trade-Weighted Index 61.30 60.50 60.30 2.00% -2.39%
Equity Markets

Australian All Ordinaries -0.5% 3.2% 2.6% 5.3% 10.5%
MSCI Australia Value 1 @o o o 0

(AUD) 1.6% 4.4% 2.9% 5.7% 10.1%
('\f\%%')A“S"a“a Growth -2.0% -2.9% 1.0% -3.9% 5.4%

S&P 500 (USD) 3.6% 2.0% 2.2% 8.1% 17.6%
MSCI US Value (USD) 1.8% 2.8% 0.5% 5.2% 8.5%

MSCI US Growth (USD) 5.3% 1.3% 3.9% 10.8% 27.6%
MSCI World (USD) 3.3% 2.6% 1.3% 7.4% 17.7%
Nikkei (YEN) 5.9% 4.1% 1.4% 11.8% 20.8%
CSI 300 (CNY) 3.3% 10.5% 4.3% 19.1% 18.6%
FTSE 100 (GBP) 1.8% 1.2% 4.3% 7.5% 17.5%
DAX (EUR) -0.1% -0.7% 0.7% -0.1% 23.6%
Euro 100 (EUR) 4.4% 0.6% 1.0% 6.1% 15.5%
mSS%)Emerg'“g Markets 7.2% 1.5% 2.0% 10.9% 18.2%
Commodities

Iron Ore (USD) -0.7% 3.6% 6.5% 9.6% -7.9%
Crude Oil WTI U$/BBL -1.8% -8.5% 6.1% -4.7% -8.1%
Gold Bullion $/t oz 11.4% 4.4% 0.4% 16.7% 45.6%

Source: Quilla, Refinitiv
Datastream
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Despite the modest 15,000 gain in employment during September, the
highlight of the most recent jobs report was the surprise jump in the
unemployment rate to 4.5%.

In turn, this reflected an increase in people seeking employment — a
rise in labour force participation — although many of these job seekers
were unable to find work and therefore classified themselves as
unemployed.

Unemployment rate
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Even allowing for monthly volatility, it’s clear that the pace of
employment demand has slowed in recent months. At the same time,
underpinned by solid immigration and the desire of more local
residents to find work (older Australian’s delaying retirement and cost-
of-living pressures reducing the ability of many households to rely on
one income) the supply of workers remains high.
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It’s becoming evident that the labour market can no longer provide jobs

for everyone who wants one, resulting in a further rise in the

unemployment rate to 4.5%. This rate aligns with the Reserve Bank’s

baseline estimate of full employment in Australia, meaning the bank

can no longer describe the labour market as 'tight' from today onward.

Employment-to-population ratio
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The Australian equity market experienced a moderate pullbackin
September, retreating from August’s record high. Weakness was broad-
based across sectors, led by the energy sector, which declined by 10%.
Financials also weighed in on performance, with the big four banks
declining amid ongoing concerns around interest rates, consumer
sentiment, and valuations. In contrast, gold producers outperformed
strongly on the back of record-high gold prices.

The ASX 200 is up roughly 2% for the past month.
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The All Ordinaries is also up over 2% for the last month.
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Australian Dollar to United States Dollar

06471 1+4.47% +0.0277 YTD
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Containerized Freight index (Points) 11604
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Gold vs U.S. Treasuries

For the first time since 1396, foreign central banks are holding
a greater share of gold in their reserves than U.S. treasuries
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The Cost of Energy

Levelized cost of energy generation

by source (in U.S. dollar per MWh)

¥ Fully depreciated estimate”

Simple-cycle gas
(for peaks)

U.S. nuclear

Coal

Offshore wind
Geothermal energy
Combined-cycle gas
Onshore wind

Solar photovoltaic

¥ Low estimate High estimate
108 % 140 251
34 % 1a1 220
72 % 71 173
70 157
66 I 109
31 K as 109

37
38
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78

As of June 2025, Excluding U.S. federal tax subsidies
* Assuming facility running beyond lifespan for which building cost was apportioned.
Includes cost of decommissioning

Source: Lazard
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