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Markets were able to climb a wall of worry this week. Despite a federal government shutdown that has halted routine operations and forced agencies to pause key releases, equities pushed to new record highs, with the S&P 500, Dow Jones, and Nasdaq
notching new peaks throughout the week. The shutdown is already delaying economic data, most notably the monthly jobs report, leaving investors and policymakers less data to analyze the health of the economy. Several agencies, including the BLS,
have suspended publication schedules until funding is restored. Prior to the shutdown, private and survey data suggested the labor market had been cooling. ADP estimated a decline in September private payrolls, and ISM services employment remains
in contraction territory. Yet, in classic late-cycle fashion, the tape has stayed resilient. Part of that resilience reflects consumer strength at the top of the income distribution. Recent analyses show upper-income households continue to spend, buoyed by
wealth gains and capital income, even as lower- and middle-income cohorts grow more cautious. All of this sets the stage for earnings season, which ramps up in mid-October, giving insight to corporate margins, pricing power, and demand. With macro
data temporarily on pause by the shutdown, corporate guidance and commentary from Federal Reserve members may do more of the market’s signaling than usual.
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