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Monthly Markets Commentary

September was a challenging month for global markets, dominated by a severe bond
rout, elevated energy prices, and mixed equity performance. Global bonds posted
their worst monthly performance in years as soaring inflation expectations and
persistent geopolitical tensions in the Middle East drove yields sharply higher. Equities
were more resilient but still ended the month lower in most developed markets.

Global bond yields surged to multi-decade highs. US Treasury yields rose around 55
basis points across the curve, driven by persistent inflation, rising oil prices, heavy
sovereign issuance, and a reassessment for the pathway for rates. The Federal Reserve
hiked rates for the first time since 2023 in a unanimous decision, signaling further rate
hikes ahead. The RBA also hiked rates as inflation reaccelerated back up to 4% in
August. The Bank of Japan raised its benchmark policy rate by 25 basis points to 1.25%,
the highest level since April 1995. The decision was widely expected by markets but
marked an acceleration in the pace of tightening, coming just three months after the
previous hike in June.

The S&P 500 fell 0.5% over the month, however the tech-heavy Nasdaqg saw a 3.2%
gain, indicating that it was a small cluster of Al-related megacap tech names that
carried the index, while the bulk of the market struggled under the weight of surging
bond yields and elevated oil prices. Eight of eleven sectors were lower, with financials
down over 7% on rising bond yields.

In Australia, however, tech was the worst performer over the month, falling over 10%.
The overall index fell 3.2% with only the healthcare sector delivering positive returns.
Australia's higher-for-longer rate environment and a hawkish RBA have kept local
rates and risk premiums elevated, pressuring growth-stock valuations more than in the
US where the narrative of Al-driven productivity gains has partly offset rate concerns.
Governor Bullock also explicitly flagged Al data-centre capex as inflationary which
has weighed on tech sentiment.

Elsewhere, global equity markets were broadly negative as surging sovereign bond
yields and oil prices weighed on risk appetite. European bond yields surged, though
not as sharply as the US. Asian markets were pressured with Chinese equities
underperforming on Fed tightening, escalating US-China tech restrictions, and weak
domestic data.

Source: Bloomberg LP, Ascalon Capital
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Monthly Markets Movement

Chart 1. US and Australia equity markets

9600
8800
8000
7200
6400
5600
4800

4000
2018 2020 2022 2024

—— ASX200 (LHS) —— S&P500 (RHS)

Chart 3. US and Australian dollar

120
ms

10

BTN

90

o

85
2018 2020 2022 2024

—— US Dollarindex (LHS) ~ —— AUD/USD (RHS)

Source: Bloomberg LP, Ascalon Capital

2026

o)

2026

9.6k

8.4k

7.2k

6k

4.8k

3.6k

2.4k

1.2k

0.8

0.64

0.6

0.56

Chart 2. Global bond yields (%)
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USA )

Chart 1. US Q2 GDP was revised higher to 2.2% Chart 2. US headline CPl remained at 3.4% year-on- Commentary
annualised. year in August.
°US headline CPI held steady at 3.4% year-on-year in
® ’ © August, while core CPI edged down to 2.4% from 2.5% in
. . July. The Fed's preferred PCE price index, however,
1 remained stubbornly elevated at 3.4% year-on-year in
° ¢ August, with core PCE at 3.0% for a third consecutive
s 4 4 month.

0 ; 2 °The Federal Reserve raised the federal funds target
) . range by 0.25% to 3.75-4.00% in its first hike since 2023,
. citing persistently elevated inflation and geopolitical-
' 2 driven energy shocks. The September meeting showed
o o 9 a more hawkish committee. The median dot from the
2000 2010 2020 2000 2010 2020 quarterly forecasts pointed to one additional 0.25% hike
GDP (yoy%, Ihs) US Fed Policy rate (%, rhs) —— Headline CPl inflation (%yoy, Ihs) by end_2026’ with 2026 real GDP revised up to 2.3%’

unemployment down to 4.1%, and headline/core PCE
inflation forecasts nudged higher to 3.7% and 3.4%

Key Economic Statistics Latest 3 months 6 months 1year respectively.
Labour Market *The third estimate for Q2 GDP was revised up to 2.2%
Unemployment rate (%) 420 420 4.30 4L.4L0 annualised from the previously reported 1.5%, driven by
Change in Nonfarm Payroll 2900 31.00 214,00 76.00 Sronger consumer spending, investment and exports.
ugust saw a sharp rebound in retail sales with a 1.2%
Households month-on-month increase, indicating that the
Consumer Confidence 8190 92.20 92.20 95.60 consumer base remains under pressure from elevated
Retail sales (%yoy) 5.40 590 360 3.80 borrowing costs but has not yet rolled over.
Housing *The ISM Manufacturing PMI eased marginally to 54.5 in
Case-Shiller House Prices (%yoy) 2.47 215 0.95 1.39 September from 54.6 in August, below expectations of
Existing Home Sales (%yoy) -1.24 377 -0.25 4.35 55.0, marking the ninth consecutive month of factory
Business expansion. New orders strengthened to 55.3, but
NFIB Small Business Optimism 98.70 9740 95.80 98.80 production slowed and inventories dipped back into
- contraction, while the prices-paid index surged to 776,
Manufacturing PMI 54.50 53.30 52.70 4890 its highest level since the onset of the Iran war, pointing

to renewed input-cost pressures.
Our near-term outlook

eInflation risks remain skewed to the upside in the near
term. However, we expect there may be fewer
interest rate hikes than the market expects.

*We expect slow jobs growth to continue, but a
shrinking supply due to immigration policies may keep

+thA tinAarmnlAavimmAant ratA in AkhAAL
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Chart 1. GDP growth fell to 2.1% year-on-year in Q2. Chart 2. Headline monthly CPI jumped to 4.0% in Commentary
August.
? °The headline monthly CPI indicator jumped from 3.5%
° = ’ to 4.0% on an annual basis, but still below expectations
¢ i s of 4.1%. The trimmed mean was unchanged from 3.6%.

On a monthly basis, prices were 0.4% higher in August
compared with July. Transport prices picked up on a

’ 48 45 monthly basis, largely due to higher oil prices. Housing
¢ remained the largest driver with a +5.7% increase on an
2 * ’ annual basis. The RBAs policy outlook remains difficult
K 24 15 as uncertainty continues around the Middle East and oil
-6 . ; prices. The central bank hiked 0.25% to 4.60%, a 15-year
-8 high, in the September meeting. The domestic housing
2000 2010 2020 . . . . .
P oy, h) 0 - market is suffering with a material decrease in new
2000 2010 o housing loans.
RBA Policy rate (%, ths) ~—— Headline CPI inflation (%yoy, Ihs)
°The unemployment rate edged higher to 4.6% despite
positive jobs growth in August.
Key Economic Statistics Latest 3 months 6 months 1year Consumer confidence worsened and remained
Labour Market extremely low compared to history. Business confidence
Unemployment rate (%) 4.60 440 4.30 440 also deteriorated and remained negative.
Employed persons (%yoy) 1.54 1.68 1.65 112 *The Manufacturing PMI  contracted at 496  in
Households September. New orders decrease with input
Westpac Consumer Confidence 84.36 80.61 91.60 95.44 manufacturers lowering purchasing activity due to
Retail sales (%yoy) 490 490 490 490 intense competition, rising prices and demand
. : : : - : deterioration.
Housing
Building approvals (%yoy) 10.30 920 970 18.00 *Building approvals continued the negative trend in
Business August. High rates, inflation and construction costs
- have muted the housing development in recent months.
NAB Business Confidence -8.40 -5.20 -2890 590
Manufacturing PMI 4960 51.50 4980 51.40 Our near-term outlook

*Australia's economy is being challenged by rising
inflation, weak productivity and elevated government
spending. The labour market has been so far resilient
but we expect it to weaken.

*We see two sided risks as the RBA may be forced to
hike rates in the near-term with higher inflation in
energy prices, even as the labour trends weaker.

Source: Bloomberg LP, Ascalon Capital Global Markets Review | October 2026 | 6
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Chart 1. The Eurozone economy grew 1.0% year-onyear
in Q2.

20

-20

2000 2010 2020

GDP (yoy%, Ihs)
Key Economic Statistics Latest
Labour Market
Unemployment rate (%) 6.10
Households
Consumer Confidence -15.80
Retail sales (%yoy) 2.40
Housing
House prices (%yoy) 4.70
Construction growth (%yoy) -1.26
Business
ZEW survey of economic growth 25.80
Manufacturing PMI 52.60

Source: Bloomberg LP, Ascalon Capital

Chart 2. Headline inflation accelerated to 3.8% in

September.
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Commentary

*The Eurozone economy grew by a sluggish 0.4% QoQ in
Q2, around 1% over the year. Growth was propped up
by services while industrials remained a drag.

°The Eurozone manufacturing sector growth sustained
with a PMI at 52.7 Growth remained strong with
increased new orders and factory output. New export
business supported the total new orders activity,
reflecting the resilience of the economic growth.

*Headline CPI rose to 3.8% in September, reversing the
recent disinflationary trend as oil prices surged. Core
CPI picked up to 2.5%. Services prices have also been
increasing at an uncomfortable rate.

°Eurozone unemployment remained at 6.4%. Firms seem
to be holding onto labour due to demographic
shortages and challenging hiring conditions, which is
driving wage growth.

°The ECB hiked 25bps to 2.5% in the September
meeting. The ECB held a data-dependent approach
without pre-committing any actions amid renewed
energy shock and sticky service prices.

Our near-term outlook

°The war in the Middle East could bring a long term
impact on inflation with higher oil and LNG prices, both
together contribute about 60% of the EU energy
consumption. Energy companies can be slow adjusting
their price tag with the geopolitical uncertainties.

°The about-turn in Germany's fiscal outlook could
provide an opportunity for Europe to escape its
structurally slow growth trap. That could boost
economic growth and corporate earnings over the
medium-term - but we are skeptical that there will be
significant follow through.

Global Markets Review | October 2026 | 7
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Chart 1. GDP growth was 1.1% annualised in Q2.

2000 2010 2020
GDP (yoy%, Ihs)

Key Economic Statistics Latest
Labour Market

Unemployment rate (%) 2.50
Average Monthly Cash Earnings (%yoy) 4.30
Households

Consumer Confidence 35.30
Retail sales (%yoy) 2.70
Housing

Housing starts (%yoy) 6.14
Business

Tankan manufacturing survey 24.00
Manufacturing PMI 54.10

Source: Bloomberg LP, Ascalon Capital

Chart 2. National CPl was kept at 1.9% in August.
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Commentary

*National CPI sustained at 19% year-over-year in
August. Core CPI also fell marginally to 1.7% from 1.8%.
That is being driven by utility price hikes due to rising oil
and gas prices, as well as pass-through of import costs
resulting from yen depreciation.

°The unemployment rate ticked higher to 2.5% in
August. The labor cash earnings rose 4.3% in July,
lingering at multi-decade levels. The real cash earnings
was also catching up at 2.0% in July.

°The Bank of Japan hiked 0.25% to 1.25%, a 31-year
high, in the September meeting. It was a split decision
among the committee members. The BoJ flagged
upside risks to prices remain and signaled that the price
inflation should gradually move towards the 2.00%
target. To counter the yen's slide to multi-decade lows
and curb excessive volatility, the US and Japan
executed a rare, coordinated currency market
intervention in July, successfully squeezing speculative
short positions and driving a significant 3.2% monthly
strengthening of the yen against the dollar. However,
half of the yen rally from the July intervention has been
given up in August. In September the yen strengthened
with rate hike expectations.

*Consumer confidence continued to climb in August.
The Tankan Survey improved in the third quarter. Retail
sales growth continued to stablize from previous
months' wider moves but still fell month-over-month.
Shoppers remain highly prices ensitive as the weak yen
continues to push up the cost of imported daily
necessities.

Our near-term outlook

*We suspect the BOJ will be cautious on future policy
guidance, and is likely to under-deliver on rate hikes.
That will be a challenge for inflation and the currency.

*We expect Japan to struggle to reach escape velocity,
and the GDP recovery to remain weak relative to other
developed economies.

Global Markets Review | October 2026 | 8
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Chart 1. The Chinese economy grew 4.3% year-on-
year in Q2.
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2000 2010 2020

GDP (yoy%, Ihs)
Key Economic Statistics Latest
Labour Market
Unemployment rate (%) 5.30
Households
Consumer Confidence 89.50
Retail sales (%yoy) 0.40
Housing
New Home Price (%MoM) -0.17
Business
NFIB Small Business Optimism 98.70
Caixin China Manufacturing PMI SA 52.10

Source: Bloomberg LP, Ascalon Capital

Chart 2. Consumer price growth picked up to 0.8% in
August year-on-year.
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Commentary

°In September, the official manufacturing PMI index
edged back into expansion at 50.1, ending two months
of contraction as production accelerated to 51.7 and
new orders held above 50, while high-tech and
equipment manufacturing stayed firmly in  growth
territory.

*Consumer price growth picked up to 0.8% in August as
energy costs rose, but food prices remained in deflation
at -14% year-on-year, with pork down 11.8%,
highlighting persistently weak domestic demand and a
household preference for saving over spending. Core
CPI (excluding food and energy) edged up to 1.0% in
August, suggesting underlying inflation is still muted
despite the headline pickup.

*Producer prices, which had been mired in deflation for
much of 2025 and early 2026, continued their positive
run, with the PPl up 3.8% year-on-year and 0.4% month-
on-month, driven by higher global commodity prices
and stronger demand in some upgrading industries.
This marks a clear shift from the earlier deflationary
environment tied to industrial overcapacity and
property-sector weakness, though price gains remain
uneven across sectors.

*Export performance remained robust with August
exports up 25.0% year-on-year and imports up 28.2%.
Green-tech exports surged 36% year-on-year in
August, with EV shipments alone jumping 65.3% by
value, while import strength was concentrated in
technology and intermediate goods, masking otherwise
subdued domestic demand linked to a sluggish
property sector and cautious consumer spending.

Our near-term outlook

°The Chinese economy is still largely exposed to
global growth and could face headwinds in the event
of a global economic slowdown.

*Continued strong export growth seems to be
masking the impact of a lacklustre domestic economy.

Global Markets Review | October 2026 | 9
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Chart 1. Hong Kong's economy grew 4.3% year-on-
year in @2, moderating from 5.1% in Q1.
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Source: Bloomberg LP, Ascalon Capital

Chart 2. Headline consumer inflation held steady at

1.7% year-on-year in August.
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Commentary

°The seasonally adjusted unemployment rate edged up
to 3.8% in the June-August period from 3.7% previously,
while the underemployment rate rose to 19% from 1.7%,
with unemployment increasing across most major
sectors, particularly food and beverage services.

*Headline consumer inflation held steady at 1.7% year-
on-year in August, unchanged from July, with electricity,
gas and water surging 11.5% and transport costs up
3.9%, while basic food prices edged down 0.2%, keeping
overdll inflation moderate despite persistent utility and
fare pressures.

°*Hong Kong's merchandise trade sustained its robust
expansion in August 2026, with total exports surging
53.0% year-on-year and imports jumping 60.0%. Growth
was driven primarily by Al-related electronic products
and electrical machinery, with exports of “electrical
machinery, apparatus and appliances, and electrical
parts” up 62.6% and office machines and automatic
data processing machines soaring 131.0%, marking the
nineteenth consecutive month of double-digit export
growth.

*Retail sales grew 59% in September, after a subdued
couple of months, suggesting a volatile but still positive
consumption trend amid shifting spending patterns and
increased online channel adoption.

Our near-term outlook

*Hong Kong is exposed to the global economy due
to trade. While domestic activity has increased, slowing
growth is a risk to Hong Kong's economy.

°*Hong Kong's economy is exposed to Fed rate hikes
due to the currency peg.

Global Markets Review | October 2026 | 10
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Chart 1. Singapore's economy grew 5.7% in Q2,
stronger than expected.

-15
2000 2010 2020
GDP (yoy%, Ihs)

Key Economic Statistics Latest
Labour Market

Unemployment rate (%) 190
Employed persons (%yoy) 0.51
Households

Consumer Confidence 3.50
Retail sales (%yoy) 146
Housing

House Prices CPI 102.74
Business

Business Manufacturing Expectations 12.00
Manufacturing PMI 51.70

Source: Bloomberg LP, Ascalon Capital

Chart 2. Headline consumer inflation accelerated to
2.3% in August.
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Singapore Interbank Offered Rate (%, rhs) —— Headline CPI inflation (%yoy, Ihs)
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190 2.00 2.00
1.25 1.57 1.53
3.50 3.30 3.40
4.02 4.32 214
101.74 101.50 101.40
12.00 1700 8.00
51.30 50.50 50.10

2010

2020

Commentary

*Headline consumer inflation accelerated to 2.3% year-
on-year in August from 2.2% in July, while MAS Core
inflation rose to 2.0% in July and then to 2.2% in August,
its highest level since September 2024, driven by higher
services, retail, food and transport costs, with regulated
electricity and gas tariffs contributing to earlier
increases before stabilising in August. Both headline
and core inflation are projected to average 1.5-2.5% for
the full year of 2026.

*Non-oil domestic exports surged 46.2% year-on-year
in August, accelerating sharply from 24.1% in July and
marking the strongest monthly growth since October
1988. Electronic non-oil domestic exports jumped 131.8%
(from 112.0% in July), led by disk media products,
integrated circuits and PCs on robust Al-related
demand, while non-electronics rebounded to 12.0%
growth from a 2.4% contraction in July, supported by
specialised machinery and non-monetary gold.

*Retail sales growth moderated in the latest readings:
after rising 4.0% year-on-year in June, total retail sales
increased by only 1.5% in July (and again 1.5% in August),
with online sales accounting for 15.4% of total turnover in
July, down from 16.4% in June, as department store and
F&B sales weakened while discretionary categories
such as jewellery and recreational goods remained
resilient.

Our near-term outlook

*Singapore's economy has expanded recently as
disinflationary pressures ease.

*Singapore's role in global trade is likely to continue to
benefit from demand for Al-related tech exports.

Global Markets Review | October 2026 | 11
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Chart 1. India's real GDP grew 7.8% YoY in Q2.
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Key Economic Statistics
Labour Market
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Business

Composite PMI
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Source: Bloomberg LP, Ascalon Capital
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Chart 2. India's annual inflation rose to 4.82% in

August.
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Commentary

eIndia's import growth decelerated to a 14.1% increase
year-on-year, from 17.5% in July. Exports reaccelerated
to 26.1% from 19.6% year-over-year.

eIndia’'s annual inflation continued to rise from 4.45% to
4.82% in August, the highest level since December 2025.
Inflation was largely driven by food and fuel prices, with
ongoing supply disruption in the Strait of Hormuz
impacting an oil-sensitive country and accelerating
inflation.

°The RBI left its policy rate unchanged in early August.
However, the central bank revised its inflation forecast
down to 5.0% from 51% for FY27. The central bank
maintains that its monetary policy stance is at neutral.

°The unemployment rate fell to 5.0% in August.

eIndustrial production growth reaccelerated to 8.0% in
August, and the previous release got revised higher to
7.4% from 6.7%. Both manufacturing and services sectors
gained speed in growth in September.

Our near-term outlook

*We expect inflation to rise sharply in the medium term.
India inflation is highly dependent on food prices. With
fertilizer shortages, the food prices could spike further.

*The sanction waiver and tariff certainty can help the
Indian economy recover from elevated inflation to some
extent but we suspect fiscal support will eventually be
required to help offset the impact on growth

Global Markets Review | October 2026 | 12
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NOTE: Ascalon Capital Pty Ltd (AFSL No. 554599) is only authorised to provide financial advice Limitation of liability: Whilst all care has been taken in preparation of this report, to the maximum
and services to Wholesale clients. The information we present is general and does not constitute extent permitted by law, Ascalon will not be liable in any way for any loss or damage suffered by
personal financial advice. Do not rely on this information without obtaining specific advice you through use or reliance on this information. Ascalon'’s liability for negligence, breach of
relevant to your circumstances. Past performance does not indicate future performance, and all contract or contravention of any law, which cannot be lawfully excluded, is limited, at Ascalon'’s
investments carry risk. Ascalon Capital does not guarantee the performance of any investment. option and to the maximum extent permitted by law, to resupplying this information or any part

of it to you, or to paying for the resupply of this information or any part of it to you.
Anyone reading this report must obtain and rely upon their own independent advice and

inquiries.
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