
 
 

 
 
 

 
 
 
 
 
 
 
 

 

ECONOMIC REVIEW1 

• U.S. nonfarm payrolls rose by just 73,000 in July, well below expectations of 106,000, with major downward revisions 
to May and June totaling -258,000, resulting in a net loss, including revisions, of 185,000 jobs. 

o The unemployment rate ticked up to 4.2% from 4.1% in line with expectations as both labor demand and 
supply have contracted in recent months. The rate itself remains unchanged from a year ago. 

• ISM Manufacturing PMI declined to 48.0 in July from 49.0 the month prior, missing expectations, marking a fifth 
straight month of contraction, and representing the lowest reading since October 2024. 

• The Consumer Price Index (CPI), a broad measure of inflation, rose roughly in line with expectations.  
o Headline CPI rose 0.2% in July, less than June’s increase of 0.3%, but the annual rate held steady at 2.7%. 
o Core CPI, which excludes the volatile food and energy categories, came in slightly hotter than expected at 

0.3% for the month, and is up 3.1% from a year ago. Both remain elevated relative to the 2% target.  

• The Producer Price Index (PPI), a measure of inflation that pertains to price pressures affecting businesses, rose 
substantially and unexpectedly. 

o In rebounding from a flat reading in June, PPI rose 0.9% in July, significantly outpacing expectations of 0.2%, 
and raised concerns around the impact of tariffs and how producers are handling rising input costs. 

• Retail sales, which provide a glimpse into the spending of American consumers, rose 0.5%, showing a continuation of 
the strong spending that has bolstered the economy in recent years.  

o The only measure of services spending, food and drink services, declined in the most recent report, but 
spending growth was broad elsewhere. 

• The number of housing starts in July beat expectations and increased 5.2% month-over-month (MoM) to an 
annualized rate of 1.428 million, which marked the highest reading in five months.  

• Existing home sales increased by 2.0% in July, rising above expectations to an annualized rate of 4.010 million.  

o The median price of an existing home fell MoM to $422,400 and is roughly unchanged over the last year. 

• U.S. Gross Domestic Product (GDP) expanded at an annualized rate of 3.3% in Q2 2025, revised up from the initial 
3.0% estimate. This marks a strong rebound from the -0.5% contraction recorded in Q1. 

o The upgrade was driven by stronger business investment and a record contribution from net exports. 

• Headline Personal Consumption Expenditures (PCE) rose 0.2% in July and held steady at a 2.6% year-over-year (YoY), 
both matching estimates as softer goods prices offset higher services costs. 

o Core PCE, the Federal Reserve’s (Fed) preferred inflation gauge, increased 0.3%, month-over-month, and 
accelerated to 2.9% YoY, the highest in five months and a sign of persistent underlying inflation pressures. 

INSIGHT: In August, the U.S. economy continued a rebound from a negative Q1 GDP print and the market turmoil that ensued 
following initial ‘Liberation Day’ tariff announcements. Second-quarter GDP was revised higher to 3.3%, consumers continued 
to spend in excess of forecasts, and a number of trade deals were reached with key partners like the European Union, South 
Korea, and Japan, somewhat clarifying the new international trade environment (critical deals with China, Mexico, and Canada 
have yet to be settled). Financial markets moved higher across sectors, styles, regions, and asset classes as investors cheered 
the positive developments, but debate focused on stubborn inflation and a softening labor market. Chairman Powell’s 
comments at the Fed’s annual Jackson Hole Economic Symposium highlighted the crucial considerations and a potential policy 
shift: “the baseline outlook and shifting balance of risks may warrant adjusting our policy stance,” in an effort to meet the central 
bank’s dual mandate of balancing maximum employment and stable prices. Market participants took the comments as a near 
guarantee of an interest rate cut at the impending September FOMC meeting, pushing both stocks and bonds higher. 
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CHART OF THE MONTH: Large-cap and Small-cap Valuations2 
 

 
 
 
In August, the most notable outperformance came from a recently unloved segment of the market: small-cap stocks. The Russell 
2000 index of small company stocks improved 7.14% last month alone, outpacing the next best performing asset class by nearly 
3%. Despite the recent rally, valuations are still substantially cheaper for small-cap equities than for domestic large-cap stocks. 
As the chart above shows, the S&P 500 currently trades near 5x price-to-book while the Russell 2000 trades well below 2x. A 
healthy and growing economy is crucial for small-cap outperformance, and macroeconomic headwinds have held the asset class 
back of late. However, uncertainty around economic activity, tariff policy, and interest rates may soon shift from headwinds to 
tailwinds. Q2 GDP was recently revised higher to 3.3%, several important trade deals were settled with lower tariff rates than 
initially expected, and a preemptive rate cut aimed at stimulating growth is on the table for September with nearly 90% 
probability implied by futures markets. The time may be right to add small caps to client portfolios. 
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   MARKET REVIEW 
 

Equities 

• Domestic equity markets continued to climb higher in August as economic data remained resilient and a 
surprisingly strong earnings season powered stocks higher. The Dow Jones Industrial Average had a particularly 
strong month among the major large-cap indices, returning 3.42%. The S&P 500 and Nasdaq were also positive, 
gaining 2.03% and 1.65%, respectively, but trailed other segments of the market as investors faded some of the 
market-leading, mega-cap tech stocks, semiconductors, and growth stocks, generally. Marginally disappointing 
guidance from Nvidia, elevated valuations, and extreme concentration contributed to weaker performance from 
these typically high-flying sectors and stocks, limiting overall index performance. Instead, investors focused on 
some of the recently forgotten areas of the market, like small- and mid-caps. The Russell Mid-Cap index returned 
a respectable 2.50% in August, and small-caps led all major indices with a very robust 7.14% monthly return. 
Developed international markets resumed their march higher with a strong 4.26% return in August after a bit of 
a reprieve from the dramatic outperformance earlier this year. 

 

Fixed Income 

• Fixed income markets were also solidly positive in August. The Bloomberg Barclays Global Aggregate Index led 
major benchmarks with a 1.45% return on the month, but bonds were also positive domestically (1.20%) and 
across the credit spectrum (1.25%). Credit spreads remain extremely tight, well below long-term averages for both 
investment-grade and high-yield bonds, but largely due to solid credit fundamentals, strong corporate earnings, 
and resilient economic data. Municipal bonds finally registered a strongly positive month (0.87%), although this 
fixed income segment remains plagued by elevated issuance earlier this year and a steepening municipal yield 
curve that contributed to rising long rates. Chair Powell’s comments at the Federal Reserve’s annual Jackson Hole 
Economic Symposium, indicating a greater emphasis on the maximum employment element of its dual mandate, spiked 
expectations of an interest rate cut at the impending September FOMC meeting, supporting bonds across the fixed 

income landscape. 
 
 
 
 

 

Investments as of 8.31.2025 
Trailing Returns Equity Evaluations 

MTD YTD 1 YR 3 YR 5 YR P/E Ratio P/B Ratio 

S&P 500 2.03% 10.79% 15.88% 19.54% 14.74% 26.84 4.89 

NASDAQ 1.65% 11.60% 21.95% 22.94% 13.60% 31.56 6.88 

Dow Jones Industrial Average 3.42% 8.30% 11.45% 15.27% 12.04% 22.40 4.77 

Russell Mid-Cap 2.50% 9.45% 12.58% 13.60% 12.02% 22.04 2.84 

Russell 2000 (Small Cap) 7.14% 7.06% 8.17% 10.28% 10.13% 17.51 1.85 

MSCI EAFE (International) 4.26% 22.79% 13.87% 17.04% 10.15% 17.31 1.96 

MSCI Emerging Markets 1.28% 19.02% 16.80% 10.82% 5.21% 14.69 1.90 

Bloomberg Barclays US Agg Bond 1.20% 4.99% 3.14% 3.02% -0.68% — — 

Bloomberg Barclays High Yield Corp. 1.25% 6.35% 8.26% 9.30% 5.16% — — 

Bloomberg Barclays Global Agg 1.45% 7.21% 3.47% 3.39% -1.76% — — 

Bloomberg Barclays Municipal 0.87% 0.32% 0.08% 2.59% 0.40% — — 



  
 

Economic Definitions 
 
CPI (headline and core): Consumer prices (CPI) are a measure of prices paid by consumers for a market basket of consumer goods and 
services. The yearly (or monthly) growth rates represent the inflation rate. 

Federal Reserve (Fed): The Federal Reserve System is the central banking system of the United States of America. 

GDP: Gross domestic product (GDP) measures the final market value of all goods and services produced within a country. It is the most 
frequently used indicator of economic activity. The GDP by expenditure approach measures total final expenditures (at purchasers' prices), 
including exports less imports. This concept is adjusted for inflation. 

ISM Manufacturing Index: PMI Surveys track sentiment among purchasing managers at manufacturing, construction and/or services firms. 
An overall sentiment index is generally calculated from the results of queries on production, orders, inventories, employment, prices, etc. 

ISM Services Index: PMI Surveys track sentiment among purchasing managers at manufacturing, construction and/or services firms. An 
overall sentiment index is generally calculated from the results of queries on production, orders, inventories, employment, prices, etc. 
Target Audience: supply management professionals Sample Size: 300 individuals Date of Survey: through the month The Services Index is a 
composite index of four indicators with equal weights: Business Activity, New Orders, Employment and Supplier Deliveries. An index 
reading above 50% indicates an expansion and below 50% indicates a decline in the non-manufacturing economy. Whereas per Supplier 
Deliveries Index, above 50% indicates slower deliveries and below 50% indicates faster deliveries.  

Nonfarm Payrolls: This indicator measures the number of employees on business payrolls. It is also sometimes referred to as establishment 
survey employment to distinguish it from the household survey measure of employment. 

PCE (headline and core): PCE deflators (or personal consumption expenditure deflators) track overall price changes for goods and services 
purchased by consumers. Deflators are calculated by dividing the appropriate nominal series by the corresponding real series and 
multiplying by 100. 

Producer Prices – PPI (headline and core): Producer prices (output) are a measure of the change in the price of goods as they leave their 
place of production (i.e., prices received by domestic producers for their outputs either on the domestic or foreign market). 

Retail Sales: Retail sales (also referred to as retail trade) tracks the resale of new and used goods to the general public, for personal or 
household consumption. This concept is based on the value of goods sold. 

Unemployment Rate: The unemployment rate tracks the number of unemployed persons as a percentage of the labor force (the total 
number of employed plus unemployed). These figures generally come from a household labor force survey. 

Index Definitions 

S&P 500: The S&P 500® is widely regarded as the best single gauge of large-cap U.S. equities and serves as the foundation for a wide 
range of investment products. The index includes 500 leading companies and captures approximately 80% coverage of available 
market capitalization. 

NASDAQ: The NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global 
Select, Global Market and Capital Market. The index was developed with a base level of 100 as of February 5, 1971. 

Dow Jones Industrial Average: The Dow Jones Industrial Average is a price-weighted average of 30 blue-chip stocks that are 
generally the leaders in their industry. It has been a widely followed indicator of the stock market since October 1, 1928. 

Russell Mid-Cap: Russell Midcap Index measures the performance of the 800 smallest companies in the Russell 1000 Index, which 
represents approximately 25% of the total market capitalization of the Russell 1000 Index. 

Russell 2000: The Russell 2000 Index is comprised of the smallest 2000 companies in the Russell 3000 Index, representing 
approximately 8% of the Russell 3000 total market capitalization. The real-time value is calculated with a base value of 135.00 as of 
December 31, 1986. The end-of-day value is calculated with a base value of 100.00 as of December 29, 1978. 

MSCI EAFE: The MSCI EAFE Index is a free-float weighted equity index. The index was developed with a base value of 100 as of 
December 31, 1969. The MSCI EAFE region covers DM countries in Europe, Australasia, Israel, and the Far East. 

MSCI EM: The MSCI EM (Emerging Markets) Index is a free-float weighted equity index that captures large and mid-cap 
representation across Emerging Markets (EM) countries. The index covers approximately 85% of the free float-adjusted market 
capitalization in each country. 

Bloomberg Barclays US Agg Bond: The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship benchmark that 
measures the investment grade, US dollar-denominated, fixed-rate taxable bond market. The index includes Treasuries, 
government-related and corporate securities, MBS (agency fixed-rate pass-throughs), ABS and CMBS (agency and non-agency).  



  
 

Bloomberg Barclays High Yield Corp: The Bloomberg Barclays US Corporate High Yield Bond Index measures the USD-denominated, 
high yield, fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of Moody's, Fitch and S&P is 
Ba1/BB+/BB+ or below. Bonds from issuers with an emerging markets country of risk, based on Barclays EM country definition, are 
excluded. 

Bloomberg Barclays Global Agg: The Bloomberg Barclays Global Aggregate Index is a flagship measure of global investment grade 
debt from twenty-four local currency markets. This multi-currency benchmark includes treasury, government-related, corporate and 
securitized fixed-rate bonds from both developed and emerging markets issuers.  

Bloomberg Barclays Municipal Bond Index: The Bloomberg Barclays U.S. Municipal Index covers the USD-denominated long-term 
tax-exempt bond market. The index has four main sectors: state and local general obligation bonds, revenue bonds, insured bonds 
and prerefunded bonds. 

 

Disclosures 

The statements provided herein are based solely on the opinions of the Osaic Investment Research Team and are being provided for 
general information purposes only. Neither the information nor any opinion expressed constitutes an offer or a solicitation to buy or 
sell any securities or other financial instruments. Any opinions provided herein should not be relied upon for investment decisions 
and may differ from those of other departments or divisions of Osaic Wealth, Inc. (“Osaic”) or its affiliates. 

Certain information may be based on information received from sources the Osaic Investment Research Team considers reliable; 
however, the accuracy and completeness of such information cannot be guaranteed. Certain statements contained herein may 
constitute “projections,” “forecasts” and other “forward-looking statements” which do not reflect actual results and are based 
primarily upon applying retroactively a hypothetical set of assumptions to certain historical financial information. Any opinions, 
projections, forecasts and forward-looking statements presented herein reflect the judgment of the Osaic Investment Research 
Team only as of the date of this document and are subject to change without notice. Osaic has no obligation to provide updates or 
changes to these opinions, projections, forecasts and forward-looking statements. Osaic is not soliciting or recommending any action 
based on any information in this document. 

Investing involves risk, including the potential loss of principal. No investment strategy can guarantee a profit or protect again loss. 
In general, the bond market is volatile; bond prices rise when interest rates fall and vice versa. This effect is usually pronounced for 
longer-term securities. Any fixed-income security sold or redeemed prior to maturity may be subject to a substantial gain or loss. 
Vehicles that invest in lower-rated debt securities (commonly referred to as junk bonds or high-yield bonds) involve additional risks 
because of the lower credit quality of the securities in the portfolio. International investing involves special risks not present with 
U.S. investments due to factors such as increased volatility, currency fluctuation, and differences in auditing and other financial 
standards. These risks can be accentuated in emerging markets. 

Index performance does not reflect the deduction of any fees and expenses, and if deducted, performance would be reduced. 
Indexes are unmanaged and investors are not able to invest directly into any index. Past performance cannot guarantee future 
results.  

For Financial Professional Use Only: Securities and investment advisory services are offered through the firms: Osaic Wealth, Inc. 
and Osaic Institutions, Inc., broker-dealers, registered investment advisers, and members of FINRA and SIPC. Securities are offered 
through Osaic Services, Inc. and Ladenburg Thalmann & Co., broker-dealers and members of FINRA and SIPC. Advisory services are 
offered through Ladenburg Thalmann Asset Management, Inc., Osaic Advisory Services, LLC. and CW Advisors, LLC., registered 
investment advisers. Advisory programs offered by Osaic Wealth, Inc. are sponsored by VISION2020 Wealth Management Corp., an 
affiliated registered investment adviser. 8347947 

 
1 Data from Bloomberg as of 8.31.2025 
2 Small cap equities: What could fuel a sustainable rally? | Principal Asset Management 
3 Data from Morningstar as of 8.31.2025 
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