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The U.S. government remains closed as Congress has not yet passed a resolution for funding fiscal 2026. Although past shutdowns have had minimal impact on markets, there are some points of pain being felt. Federal employees continue without pay
while the Pentagon’s next military payday, October 15t, could be the first time the military does not receive pay in decades. The government shutdown may also impact the release of economic data which comes at a time when investors’ focus is on the
Fed’s approach to current interest rates. However, the Bureau of Labor Statistics did state that the September CPI report will be released as scheduled on October 25t. The September FOMC minutes did not provide additional details with officials
acknowledging that upside risks to inflation remain, although the impact from tariffs has been less than anticipated. In conjunction, Fed officials do see downside risks to the labor market which makes the Fed’s job complicated as it tries to balance both
of its mandates (promoting maximum employment and maintaining price stability). The S&P 500 and Nasdaq reached new highs this week, amid announcements of deals in the artificial intelligence space, before pulling back and ending the week lower.
Downside pressure appeared to stem from rising tension between the U.S. and China as trade talks stall with a potential hike in tariffs back on the table. The market favored defensive and interest rate sensitive sectors with utilities and consumer staples
the bright spots this week. Perhaps the defensive tone was due to the ongoing government shutdown, which is adding an additional layer of uncertainty. Over the next couple of weeks, third quarter earnings releases will begin to ramp up and investors
will be monitoring them for any sign of tariff impacts on corporate earnings. The consensus for year-over-year earnings growth for the S&P 500 is approximately 8%.
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