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DATA DEPENDENCY TAKES CENTER STAGE

As we move into the coming weeks, two key themes are
shaping the investment landscape: the tug-of-war between
U.S. macro deceleration and inflation risks, and the
sustainability of the Al-driven market rally. Here is what
we’re monitoring:

U.S. Macro Deceleration vs. Inflation Upside. The U.S.
economy is showing signs of slowing, particularly in the
labor market. Job openings have softened, and wage
growth is moderating—both signals that economic
momentum is cooling. However, inflation remains sticky in
certain components, raising the question: Will job market
weakness outweigh any upside surprises in inflation?

The Federal Reserve is currently priced to resume its
easing cycle in September. Any data that challenges this
expectation—such as hotter-than-expected inflation data
or resilient employment numbers—could derail markets in
the short term. Advisors should prepare clients for
potential volatility around key economic releases.

Key data to watch ahead of the September Federal
Reserve policy meeting include nonfarm payrolls, the
unemployment rate, personal consumption expenditures
inflation, another consumer price index release, minutes
from the prior Fed meeting, and Fed commentary.

Al Theme: Growth Driver or Valuation Ceiling? The Al
narrative has been a dominant force in equity markets,
driving significant gains in tech and related sectors. The
question now is whether this momentum can continue
amid macro uncertainty. Valuations in Al-related names
are elevated, and any disappointment—whether in
earnings or broader economic conditions—could trigger a
pullback.

For investors, this means balancing client enthusiasm for
Al exposure with prudent risk management. Diversification
and valuation discipline remain critical. On this front, we
believe it is important to monitor earnings guidance from
major Al players, capital expenditure trends in cloud and
semiconductor sectors, and broader market sentiment
toward growth vs. value.

Bottom Line: The upcoming month or so is all about data
dependency. Markets could be highly sensitive to signals
that confirm or challenge the Fed’s September easing
timeline. At the same time, thematic plays like Al remain
powerful but increasingly vulnerable to macro headwinds.

AI-RELATED INVESTMENT HAS SUPPORTED MORE THAN JUST THE MARKETS

CONTRIBUTION TO QUARTER-OVER-QUARTER ANNUALIZED REAL GDP (%)
H Personal Consumption (68% weight in GDP) Bl Computers + Software Investment (3% weight in GDP)
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Source: Northern Trust Asset Management, Macrobond, U.S. Bureau of Economic Analysis (BEA). Q = quarter; GDP = Gross Domestic
Product. Data as of 6/30/2025. Historical trends are not predictive of future results.




POSITIONING SCENARIOS
Reflation (20% probability)

Soft Landing (40% probability)

Policies of the U.S. administration have a net stimulative Global growth slows but remains positive via two potential
effect, leading to above-trend growth, persistent inflation and paths: i) tariff policy eases; ii) the U.S. economy is more
a pause in the Fed rate-cutting cycle. resilient than expected and avoids a major deterioration in

the consumer backdrop.

Supply Restraint (30% probability) Stagflation (10% probability)

Supply-side shocks from higher tariffs in addition to broader Initially similar to the Supply Restraint scenario, but the rise
policy uncertainty weigh on consumer and corporate activity in inflation is more persistent. As a result of slower monetary
while halting the disinflationary process until a recession policy support, the recession is deeper and longer.

takes shape.

Note: Probabilities are assumed from proprietary research and are subject to change.
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DEFINITIONS

S&P 500 Index: The index, a gauge of the large-cap U.S. equity market, includes 500 companies that represent approximately 80% of the market
capitalization of publicly traded U.S. equities.

Prepared by Northern Trust Asset Management for United Bank.

NTAM is not affiliated with United Bank and permission to distribute this content does not constitute or imply any endorsement or sponsorship of any
third party’s product, services, or organization.

UNLESS NOTED OTHERWISE, DATA IN THIS PIECE IS SOURCED FROM BLOOMBERG AS OF AUGUST 2025.

The information contained herein is intended for use with current or prospective clients of Northern Trust Investments, Inc (NTI) or its affiliates. The
information is not intended for distribution or use by any person in any jurisdiction where such distribution would be contrary to local law or regulation.
(NTI) or its affiliates may have positions in and may effect transactions in the markets, contracts and related investments different than described in
this information. This information is obtained from sources believed to be reliable, its accuracy and completeness are not guaranteed, and is subject
to change. Information does not constitute a recommendation of any investment strategy, is not intended as investment advice and does not take into
account all the circumstances of each investor.

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, solicitation or
recommendation with respect to any transaction and should not be treated as legal advice, investment advice or tax advice. Recipients should not
rely upon this information as a substitute for obtaining specific legal or tax advice from their own professional legal or tax advisors. References to
specific securities and their issuers are for illustrative purposes only and are not intended and should not be interpreted as recommendations to
purchase or sell such securities. Indices and trademarks are the property of their respective owners. Information is subject to change based on
market or other conditions.

All securities investing and trading activities risk the loss of capital. Each portfolio is subject to substantial risks including market risks, strategy risks,
advisor risk, and risks with respect to its investment in other structures. There can be no assurance that any portfolio investment objectives will be
achieved, or that any investment will achieve profits or avoid incurring substantial losses. No investment strategy or risk management technique

can guarantee returns or eliminate risk in any market environment. Risk controls and models do not promise any level of performance or guarantee
against loss of principal. Any discussion of risk management is intended to describe (NTI) or its affiliates’ efforts to monitor and manage risk but does
not imply low risk.

Past performance is not a guarantee of future results. Performance returns and the principal value of an investment will fluctuate. Performance
returns contained herein are subject to revision by (NTI) or its affiliates. Comparative indices shown are provided as an indication of the performance
of a particular segment of the capital markets and/or alternative strategies in general. Index performance returns do not reflect any management fees,
transaction costs or expenses. It is not possible to invest directly in any index. Net performance returns are reduced by investment management fees
and other expenses relating to the management of the account. Gross performance returns contained herein include reinvestment of dividends and
other earnings, transaction costs, and all fees and expenses other than investment management fees, unless indicated otherwise. For NTI prospects
or clients, please refer to Part 2a of the Form ADV or consult an NTI representative for additional information on fees.

Forward-looking statements and assumptions are (NTI) or its affiliates’ current estimates or expectations of future events or future results based
upon proprietary research and should not be construed as an estimate or promise of results that a portfolio may achieve. Actual results could differ
materially from the results indicated by this information.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, Northern Trust Fund
Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 South Capital
Advisors, LLC, Northern Trust Asset Management Australia Pty Ltd, and investment personnel of The Northern Trust

Company of Hong Kong Limited and The Northern Trust Company. Powered by
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