WEEKLY MARKET UPDATE: August 27, 2025

During his Jackson Hole speech last Friday, Federal Reserve Chair
Jerome Powell signaled that the Fed is likely to cut interest rates on
September 17t. Powell noted that the balance of risks—between
stable prices and stable employment—has shifted toward concerns
about a slowing job market. These signs have been evident for months
but were confirmed by July’s payroll report and downward revisions to
May and June. Through July, monthly job growth has averaged
85,000—a sharp decline from 216,000 in 2023 and 154,000 in 2024.*

If hiring has slowed, why has unemployment stayed in what Powell
called a “curious balance” of 4.0 - 4.2% for over a year? The answer, as
the chart below illustrates, lies in labor supply.** In 2023-24, foreign-
born workers accounted for more than the entire increase in labor
supply. With immigration sharply lower this year, the burden has
shifted to U.S.-born workers entering the workforce. A slower pace of
labor force growth raises concerns that wages could accelerate,
potentially fueling inflation.

That risk—combined with uncertainty over tariff-driven price
increases—suggests that, while the Fed is likely to deliver an interest-
rate cut next month, that cut will be met with caution moving
forward—a combination that could make last Friday’s market
euphoria short-lived.
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Normalized with a Factor of 100
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Chart source: Bureau of Labor Statistics, Bloomberg.
* Bureau of Labor Statistics, Bloomberg, Monthly Non-Farm Payrolls
** Chris Low, “FHN Economic Weekly.” FHN Financial. August 22, 2025.

Last Week
- Housing Starts & Permits (July): Starts +5.2% MoM vs +4.6% in June.
Permits -2.8% MoM vs. 0.1% in June.

- FOMC Meeting Minutes (July): Indicated FOMC officials concerned
with tariff-related inflation risks in coming months.

- S&P Flash U.S. PMIs (August): Manufacturing 53.3 vs. 49.8 month prior.

Services 55.4 vs. 55.7 month prior.

- Leading Economic Index (July): -0.1% vs. -0.3% one month prior.
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Industrials

This Week

- Durable Goods (July): 8/26

- Conference Board Consumer Confidence (Aug.): 8/26

- Initial & Continuing Jobless Claims (Aug. 23): 8/28
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* Bloomberg U.S Large Cap Dividend Yield Total Return Index used as substitute for index characteristics.
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- Personal Income & Spending & PCE Inflation (July): 8/29
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