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¢ Fed Divisions Grow as Officials Signal Uncertain Rate
Path

¢ U.S.—EU Trade Tensions Rise with New Auto Tariffs

¢ Stocks Rally to Records on Earnings Strength and Iran
Deal Hopes

Fed policy uncertainty intensified this week as multiple
officials dissented against guidance suggesting the next move
would be a rate cut, instead emphasizing a more balanced
outlook between easing and tightening. Policymakers cited
resilient economic conditions alongside rising inflation risks
tied to elevated energy prices from the Middle East conflict,
arguing that forward guidance should reflect the increased
uncertainty. This marked the largest number of dissents in
decades, underscoring growing division within the Fed and
reinforcing a “higher-for-longer” narrative as officials weigh
the risk that prolonged supply shocks could keep inflation
above target.

Trade tensions re-emerged as a key macro risk after the U.S.
announced plans to raise tariffs on European auto imports to
25%, citing noncompliance with a prior agreement. The move
threatens to disrupt an already strained global auto sector.
European officials pushed back, raising the potential for
retaliatory measures and renewed friction between two major
economic blocs. With tariffs adding to cost pressures already
exacerbated by supply chain disruptions and geopolitical
instability, the decision introduces another layer of price
friction for consumers.

Equity markets shruged off much of the news and set record
highs on Friday. Supported by strong corporate earnings,
resilient economic data, and hope for a U.S.—Iran agreement,
investors remain cautiously optimistic. The S&P 500 is on pace
for its longest weekly advance since 2024, with gains led by
technology and megacap stocks amid ongoing Al-driven
momentum. The sustainability of the rally remains closely tied
to developments in both monetary policy and geopolitical
negotiations, with markets increasingly sensitive to shifts in
either narrative.

Markets are very volatile and active this morning following
reports and denials that a US naval vessel was stuck by
missiles in the Strait of Hormuz. Treasury yields are mildly
higher with 2 and 10-year notes currently at 3.91% and 4.39%,
respectively.
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Data This Week
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Securities offered through FNBB Capital Markets Division (“FNBB”). FNBB is a division First National Bankers Bank, member FDIC, and is registered with the SEC as a bank dealer and regulated by the OCC. Securities
products are: NOT FDIC INSURED * NOT BANK GUARANTEED ¢ MAY LOSE VALUE, INCLUDING LOSS OF PRINCIPAL « NOT INSURED BY ANY STATE OR FEDERAL AGENCY. Treasury instruments are subject to interest rate
and liquidity risk if they are sold before their full maturity date. As a result, there may not be a market if you need to sell or it may sell for much less than face value. The opinions voiced in this material are for general
information only and are not intended to provide specific advice or recommendations. The market and economic data is historical and is no guarantee of future results. The informationin this report has been prepared from
data believed to be reliable, but no representationis being made as to its accuracy and completeness. No chart, graph, or other figure provided should be used to determine which securities to buy, sell or hold. Past
performance is not indicative of future results. Investing involves risks and each investor must be willing and able to accept those risks, including the loss of principal. This piece is intended for institutional use only and not
intended for retail distribution. Portions of this material were prepared with the assistance of artificial intelligence technology, specifically OpenAl, which was utilized to summarize certain source materials. All content has

been reviewed for accuracy and compliance; however, no representation is made as to the completeness of Al-assisted summaries.



