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U.S. equities drifted lower to begin the week as enthusiasm around the artificial intelligence trade cooled slightly. The largest declines early in the week were seen in the tech space, while defensive areas of the market such as healthcare and
consumer staples generally moved higher. This was underscored by the fact that the S&P 500 equal weight index outperformed the S&P 500 index, with the declines concentrated around larger names in the market such as Nvidia and Apple.
Residential housing starts unexpectedly increased in July, up 5.2% month-over-month (m/m). New apartment construction, which had been in a steep downtrend since 2022, has jumped more than 50% in the last 2 months. However, the longevity of
this resurgence remains in question as total permit issuance — a guide for future activity — missed expectations and fell for the 7th time in 8 months. Initial jobless claims climbed by 11,000 to a seasonally adjusted 235,000 for the week ended August
16, above expectations and the largest increase since late May. On Thursday, the Federal Reserve released the FOMC minutes for their July meeting. A majority of FOMC members expressed heightened concerns over inflation, viewing it as a more
critical risk compared to sluggish job growth. The debate is complicated by the potential effects of tariffs, with some FOMC members anticipating tariffs to result in only temporary prices increases, while others believe that shifting production away
from cost-effective overseas locations could lead to longer-term inflationary pressures. On Friday, stocks recovered all losses from earlier in the week, as Fed Chair Powell alluded to a potential rate cut at the Federal Reserve’s September meeting.
Powell stated “the baseline outlook and the shifting balance of risks may warrant adjusting our policy stance”. As of August 22", the market is pricing in a 90% chance that the Federal Reserve cuts interest rates by 25 basis points (bps) at their
September meeting.
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