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¢ Inflation Reaches Three-Year High as Energy Costs
Continue to Drive Price Pressures

¢ Consumer Sentiment Improves, but Confidence
Remains Historically Weak

¢ Announcement of a U.S.—Iran Agreement Support
Energy Market Stabilization and Growth Outlook

--> Inflation remained the dominant economic theme last
week as consumer prices accelerated to their fastest annual
pace in more than three years, driven largely by elevated
energy costs stemming from the conflict in the Middle East.
While some underlying inflation measures showed signs of
moderation, rising fuel prices continue to pressure
household budgets and have pushed real wage growth into
negative territory. The persistence of inflation has
reinforced expectations that the Federal Reserve will
maintain a cautious stance, with markets increasingly
pricing in the possibility of additional policy tightening later
this year if price pressures fail to ease. Recent market
pricing suggests investors are placing greater odds on a rate
hike than they were just a month ago.

--> Despite the inflation backdrop, consumers received a
modest boost from easing concerns about future gasoline
prices and inflation expectations. Consumer sentiment
ticked up for the first time in four months, although
confidence remains near historically depressed levels as
households continue to grapple with elevated living costs,
geopolitical uncertainty, and concerns about the broader
economic outlook. While the last report suggests some
stabilization in attitudes, consumers remain highly sensitive
to further increases in energy, transportation, and other
everyday expenses.

--> Geopolitical developments remain fluid, with markets
closely monitoring the announcement of a peace deal in the
Middle East and its potential impact on global energy
supplies. While concerns surrounding disruptions to
shipping routes and regional energy infrastructure have
eased somewhat from their peak levels, significant
uncertainty remains regarding the trajectory of the conflict
and its broader economic implications. Qil prices have
retreated from recent highs, providing some relief to
financial markets and helping temper near-term inflation
concern. Despite the peace proposal, investors and
policymakers alike continue to view geopolitical risks as a
key factor shaping the economic outlook in the months
ahead.

Market Last Week

2 yr. Note 4.15% 4.09% -6
5 yr. Note 4.27% 4.21% -6
10 yr. Note 4.53% 4.48% -5
30 yr. Bond 5.00% 4.97% -3
SOFR Rate 3.61196% 3.63312%
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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.
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