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WEEKLY ECONOMIC UPDATE OCT. 6, 2025

Stocks rose last week, looking past the government shutdown and
apparently discounting any impact it may have on the economy.

The Standard & Poor’s 500 Index moved up 1.08 percent, while the
Nasdaq Composite Index rose 1.32 percent. The Dow Jones Industrial
Average advanced 1.10 percent. The MSCI EAFE Index, which tracks
developed overseas stock markets, gained 2.53 percent.'-

Shutdown Talk

The S&P and Nasdaq rose out of the gate Monday morning despite the
threat of a possible government shutdown hanging over investor
sentiment.’

As the midnight deadline approached for Congress to pass a continuing
resolution that would temporarily fund the federal government, the
prospect of a shutdown dominated market sentiment. The White House
discussed permanent layoffs of some federal workers, stoking fears of
further slowing an already sluggish labor market.*

Stocks initially fell on news of the shutdown but recovered by midday,
driven by growing investor expectations that the shutdown would be
short-lived. The S&P closed above 6700 for the first time.’

Momentum tempered after Treasury Secretary Scott Bessent suggested
gross domestic product (GDP) may take a hit due to the shutdown, but
all three averages recovered and closed at record highs.®

Stocks were mixed on Friday after the Senate failed to pass dueling
funding bills that would have prevented the shutdown from entering its
second week.’
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Jobs Report Delayed

Investors have looked past—but continue to be jittery about—
the government shutdown and its potential impact on an
otherwise resilient economy, which is experiencing a hiring
slowdown.

One of the first impacts felt from the shutdown was the Bureau
of Labor Statistics' monthly employment report, scheduled for
release on Friday, but delayed until the government reopens for
business. However, ADP’s monthly report, released on
Wednesday, showed that corporate employers shed 32,000 jobs
in September, below the forecast of 45,000 new jobs.®

This Week: Key Economic Data

Tuesday: Trade Deficit—Goods & Services. Consumer Credit.
Fed speeches: Raphael Bostic (Atlanta Fed President), Michelle
Bowman (Vice Chair for Supervision), Stephen Miran (Fed
governor), Neel Kashkari (Minneapolis Fed President).

Wednesday: Fed speeches: Alberto Musalem (St. Louis Fed
President), Michael Barr (Fed governor), Neel Kashkari.
September FOMC Meeting Minutes. 10-Year Treasury Note
Auction.

Thursday: Fed speeches: Chair Jerome Powell, Michelle
Bowman, Neel Kashkari, Michael Barr. Weekly Jobless Claims.
Wholesale Inventories. Fed Balance Sheet.

Friday: Consumer Sentiment. Federal Budget. Fed President
Chicago Austan Goolsbee speech.



"Happiness is when what you think, what you say, and what you
do are in harmony."

— Mahatma Gandhi
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The money supply has nearly flatlined in 2025, with July’s total
money supply increasing by only $39 billion over the past seven
months. The total size of the money supply still remains more
than $5 trillion above its pre-covid total—an increase of 35
percent— but trends in delinquencies, employment, and home
sales have put downward pressure on the money supply
throughout much of 2025.

As of July, year-over-year growth in the money supply was at
2.45 percent. That’s down slightly from June’s year-over-year
increase of 2.49 percent. Money supply growth is also up
compared to July of last year when year-over-year growth was -
0.43 percent. The money supply has now increased, year over
year, for twelve months in a row, following a very volatile
period of immense growth in the money supply—i.e., during
2020 and 2021—followed by eighteen months of sizable
declines in the money supply during 2023 and 2024. Since then,
however, money supply trends have largely flattened.



This trend has been especially true in the first half of 2025.
Month over month, the money supply in July was up by 0.13
percent, rising only slightly from June’s month-to-month growth
rate -0.17 percent. During July of last year, the month-to-month
growth rate was 0.17 percent.

The total money supply has hovered around $19.3 trillion for the
past three months, and is little changed from January of this
year, rising 0.2 percent, or $39 billion since then.

This flattening of monetary growth likely reflects several trends
we now see in the economy. For example, recent employment
reports have shown that job growth has largely stalled, and
July’s revisions to employment totals suggest that employment
trends are worse than was previously thought. Moreover, recent
reports from the Federal Reserve Bank of New York shows that
delinquencies on student loans, auto loans, and credit cares are
all at or above the levels they were during the Great Recession.
Meanwhile, bankruptcies are up by more than 11 percent in
2025 compared to last year, and pending home sales continue to

fall.

All of these trends are likely to have an effect on money supply
growth. As Frank Shostak has explained, the money supply will
often grow along with loan activity at commercial banks, and
increases in loan activity requires an abundance of credit-worthy
borrowers. As delinquencies and bankruptcies rise—a trend
made worse by stagnating employment—the number of
available borrowers falls. Fewer loans will then be made and the
money supply will grow less swiftly. On the other end, a
growing number of defaulting borrowers means previously lent
dollars will “disappear” as these loans are never paid back,
putting downward pressure on the overall money supply. As
home-sale totals fall, this also tends to mean fewer newly lent
dollars entering the economy.



All of this together is a recipe for diminishing growth in the
money supply. When combined with the Fed’s recent reluctance
to lower the target policy interest rate—which has meant fewer
monetary injections from the Fed’s open market operations—
we’re now seeing a flattening in the overall money supply.

The money supply metric used here—the “true,” or Rothbard-
Salerno, money supply measure (TMS)—is the metric
developed by Murray Rothbard and Joseph Salerno, and is
designed to provide a better measure of money supply
fluctuations than M2,

Historically, M2 growth rates have often followed a similar
course to TMS growth rates, but M2 is now growing
considerably faster than TMS, and a gap between the two
measures has gradually widened. In July, the M2 growth rate,
year over year, was 4.79 percent. That’s up from June’s growth
rate of 4.51 percent. July’s growth rate was also up from July
2024’s rate of 1.54 percent. Month over month, M2 has also
grown faster than TMS, rising by 0.33 percent from June to
July.

Although year-over-year and month-to-month growth rates may
be moderating, money-supply totals remain far above what they
were before 2020 and the covid panic. From 2020 to 2022, the
Federal Reserve’s easy-money policies resulted in
approximately 6.4 trillion dollars being added to the economy.
This was done to help to finance the federal government’s
enormous deficits driven by runaway covid stimulus programs.
Although the total size of the money supply has fallen since
mid-2022, it has certainly not fallen enough to return money
supply growth to the pre-covid trend, and the total money supply
as of July remains five trillion above where it was at the
beginning of 2020.



Since 2009, the TMS money supply is now up by nearly 194
percent. (M2 has grown by nearly 156 percent in that period.)
Out of the current money supply of $19.3 trillion, nearly 26
percent of that has been created since January 2020. Since 2009,
in the wake of the global financial crisis, more than $12 trillion
of the current money supply has been created. In other words,
nearly two-thirds of the total existing money supply have been
created just in the past thirteen years.

As a result, money-supply is now well above the former trend
that was in place before 2020. For example, just to get to back to
the money-creation trend that existed in 2019 before the “great
covid inflation,” total money supply would need to fall by at
least three trillion dollars.

But why is there a growing gap between M2 and TMS, and does
it mean anything? To answer the first part of this question we
need to consider how M2 is calculated differently from TMS.
First, TMS includes Treasury deposits at Federal Reserve banks,
while M2 does not. These deposits have fallen by nearly $200
billion since January. This has brought down TMS totals, but
has not directly reduced M2. Moreover, M2 does include retail
money funds while TMS does not include these funds as money.
So, with retail money funds increasing by more than $100
billion since January we’re seeing more upward pressure on M2
than on TMS. These are just two factors that are helping to form
an ongoing gap between M2 and TMS.

Does this gap matter? Historically, a large and growing gap
between M2 and TMS has suggested in several cases that the US
economy has already entered a recession. Looking back to the
months before the onset of recession in 1990, 2001, and 2007,
we find that the gap between TMS and M2 was near a new peak
in each case. A similar phenomenon happened in late 2019
along with the repo crisis of that year. This was likely a prelude



to a 2020 recession that would have happened had the central
bank not intervened to push extreme levels of new liquidity
during the covid panic. Now, in mid-2025, this gap is now the
largest it has been in decades—and possibly ever.

This doesn’t prove that the US is in the midst of a recession at
the moment, but the growing gap between M2 and TMS
suggests that the US is, at least, entering a period of serious
economic weakness.’
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Investing involves risks, and investment decisions should be based on your own goals, time horizon, and tolerance for risk. The return and
principal value of investments will fluctuate as market conditions change. When sold, investments may be worth more or less than their original
cost.

The forecasts or forward-looking statements are based on assumptions, may not materialize, and are subject to revision without notice.

The market indexes discussed are unmanaged, and generally, considered representative of their respective markets. Index performance is not
indicative of the past performance of a particular investment. Indexes do not incur management fees, costs, and expenses. Individuals cannot
directly invest in unmanaged indexes. Past performance does not guarantee future results.

The Dow Jones Industrial Average is an unmanaged index that is generally considered representative of large-capitalization companies on the
U.S. stock market. The Nasdaq Composite is an index of the common stocks and similar securities listed on the Nasdaq stock market and
considered a broad indicator of the performance of stocks of technology and growth companies. The MSCI EAFE Index was created by Morgan
Stanley Capital International (MSCI) and serves as a benchmark of the performance of major international equity markets, as represented by 21
major MSCI indexes from Europe, Australia, and Southeast Asia. The S&P 500 Composite Index is an unmanaged group of securities that are
considered to be representative of the stock market in general.

U.S. Treasury Notes are guaranteed by the federal government as to the timely payment of principal and interest. However, if you sell a Treasury
Note prior to maturity, it may be worth more or less than the original price paid. Fixed income investments are subject to various risks including
changes in interest rates, credit quality, inflation risk, market valuations, prepayments, corporate events, tax ramifications and other factors.

International investments carry additional risks, which include differences in financial reporting standards, currency exchange rates, political risks
unique to a specific country, foreign taxes and regulations, and the potential for illiquid markets. These factors may result in greater share price
volatility.

Please consult your financial professional for additional information.

This content is developed from sources believed to be providing accurate information. The information in this material is not intended as tax or
legal advice. Please consult legal or tax professionals for specific information regarding your individual situation. This material was developed
and produced by FMG Suite to provide information on a topic that may be of interest. FMG is not affiliated with the named representative,
financial professional, Registered Investment Advisor, Broker-Dealer, nor state- or SEC-registered investment advisory firm. The opinions
expressed and material provided are for general information, and they should not be considered a solicitation for the purchase or sale of any security.

Copyright 2025 FMG Suite.



