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Wall Street falters on rising yields, geopolitical risks

U.S. stock indexes fell, pressured by rising Treasury yields as markets
recalibrated expectations for the Federal Reserve rate cuts, while rising
conflict in the Middle East kept traders on the sidelines. U.S. Treasury yields
rallied as investors reassessed the Fed's rate path, with the yield on
benchmark 10-year notes exceeding 4% for the first time in two months, and
the two-year yield also briefly rising to 4%. Investors are pricing in an over
83% chance of a 25 basis point rate cut at the Fed meeting in November,
according to the CME's FedWatch tool, dialing back bets on a 50 bps cut after
Friday's stronger-than-expected non-farm payrolls data. The yield spike cast
a shadow over rate-sensitive megacap growth stocks, dragging down Tesla
and Alphabet. Escalating geopolitical tensions in the Middle East are also
hurting investor appetite. Earlier in the day, Hezbollah fired rockets at
Israel's Haifa, while Israeli forces looked poised to expand ground raids into
south Lebanon. Shares of Pfizer rose more than 3% after a report that
activist investor Starboard Value has taken a roughly $1 billion stake in the
drug giant. Meanwhile, Air Products and Chemicals was one of the top S&P
500 gainers, up nearly 8% on a report that activist hedge fund Mantle Ridge
has built a position in the company. This week, investors are keenly awaiting
the Consumer Price Index (CPIl) data, due on Thursday, and comments from
several Fed officials. Third-quarter earnings for S&P 500 companies also
begin this week, with several major banks scheduled to report Friday.

Canada's main stock index was down as losses in utility companies’ shares
were not entirely countered by gains in the energy sector, while investors
awaited domestic and U.S. economic data later in the week. Focus is now on
the U.S. CPI figures on Thursday for clues to the Fed's policy adjustment
cycle. Spotlight will also be on Canada's unemployment data on Friday as
investors look for clues on the Bank of Canada policy decision later in the
month. The energy sector gained the most, continuing its rally as oil prices
extended gains on fears of a wider Middle East conflict causing potential
disruption to exports from the region. In corporate news, Chevron Corp.
agreed to sell stakes in oil sands and shale assets in Western Canada to
Canadian Natural Resources Ltd. for $6.5 billion. The deal relates to
Chevron’s 20% interest in the Athabasca Oil Sands Project and a 70% holding
in the Duvernay shale, both in the province of Alberta.
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