Capital Markets Group

Weekly Review—April 17, 2025

In a previous write-up, | explained that the Fed’s primary tool used to administer monetary policy — the benchmark Fed Fund rate - wasn't
designed to effectively address both sides of their dual mandate (i.e., maximum employment with stable prices) at the same time. Here’s
the excerpt from our March 7 Weekly Commentary:

Driven by above-target inflation and the increased possibility that a slowing economy could result in job losses, investors are becoming
fearful that the economic cycle may be entering the stagflation stage. If so, it will be difficult for the Fed to achieve their dual mandate as
attempting to correct one imbalance exacerbates the other. Above target inflation &/or increased inflation expectations generally requires
policy makers to keep benchmark rates in restrictive territory (higher for longer). But doing so comes with the risk of increased job losses
as the economy generally slows. Conversely, a slowing economy — one which results in job losses — normally warrants an easier policy
response. But reducing benchmark rates could drive prices higher. If we do enter a cycle of stagfiation, the Fed will likely have to address
the greater of two evils as there is no easy way to fix both.

With the possibility of economic stagflation continuing to increase, policy makers are now openly sharing their views. Speaking in Chicago
on Wednesday, Fed Chairman Powell said that it's the Fed's “obligation to keep long-term inflation expectations well anchored and to make
certain that a one-time increase in the price level does not become an ongoing inflation problem.” His “one-time increase” reference was
likely pointed towards tariff-driven price increases. Additionally, he stated that policy makers will balance their dual responsibilities of
fostering maximum employment and stable prices, *keeping in mind that, without price stability, we cannot achieve long periods of strong
labor market conditions.” Based on his comments, Powell’s focus looks to be more on the inflation side of the dual mandate.

When asked how Fed policy should respond to a rapidly slowing economy with consistently high inflation, Fed Governor Waller told St. Louis
reporters on Monday that “the risk of recession would outweigh the risk of escalating inflation.” At this point, Waller’s foc us looks to be more
on the growth/employment side of the dual mandate.

Bottom line: Investors found little solace in this week’s forward guidance. The fact that two of the Fed’'s most influential policy makers are
not on the same page shows the complexity of our current economic situation. Market volatility will continue...
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NEW ISSUE MUNICIPAL CALENDAR

Amount ($) Description Maturity
04/21/2025 $4,760,000 Sterling, KS GO Temp Notes BQ 2028
04/22/2025 $7,320,000 Goddard, KS GO Temp Notes 2028
04/22/2025 $32,560,000 MO State Environmental Improvement Rev 2026-2045
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NY Fed 1-Yr Inflation Expectations Mar 04/14/2025 3.26% 3.58% 3.13%
Empire Manufacturing Apr 04/15/2025 -13.5 -8.1 -20.0
Import Price MoM Mar 04/15/2025 0.0% -0.1% 0.2% (rev down)
Export Price MoM Mar 04/15/2025 0.0% 0.0% 0.5% (rev up)
MBA Mortgage Applications Apr 11 04/16/2025 NA -8.5% 20.0%
Retail Sales Advance MoM Mar 04/16/2025 1.4% 1.4% 0.2%
Industrial Production MoM Mar 04/16/2025 -0.2% -0.3% 0.8% (rev up)
Housing Starts Mar 04/17/2025 1,420k 1,324k 1,494k (rev down)
Building Permits Mar (P) 04/17/2025 1,450k 1,482k 1,459k
Initial Jobless Claims Apr 12 04/17/2025 225k 215k 224k (rev up)
Current Last Month ~ One Year Ago 3 Mo. 255 PAC Vanilla
Prime Rate 7.50 7.50 8.50 1-Year N/A +50
. 6 Mo. 2.62
Discount Rate 4.50 4.50 5.50 2-Year 70 75
1-Year 3.06
Fed Funds Rate 4.33 4.33 5.33 3-vear 90 100
Interest on Reserve Bal. 4.40 4.40 5.40 2-Year 3.08
SOFR 431 430 5.31 S-ear 120 130
3-Year 31
11th Dist COFI (ECOFC) 2.94 2.94 316 _
- 5-Year 3.22
1-Yr. CMT 3.99 4.09 5.18 GNMA 30 Yr. 5.67%
Dow 39142.23 4184163 37,7533 7-vear 336
NASDAQ 16286.45  17,808.66 15,683.37 FNMA 30 vr. 567%
10-Year 3.60
S&P 500 5,282.70 5,675.12 5,022.21
FNMA 15 Yr. 4.91%
Bond Buyer 5.11 415 376 30-Year 4.71
I —

Treasuries

Investment suitability must be determined individually for each investor, and the securities included in this document may not be suitable for all
investors. The information presented is not intended to constitute an investment recommendation or solicitation (offering) for, or advice to, any
specific entity or person. By providing this information, neither Commerce Bank or any of its affiliates is undertaking to give advice in any fiduci-
ary capacity within the meaning of ERISA, the Internal Revenue Code or any other regulatory framework. Before making any investment, inves-
tors should read the related prospectus, term sheet or offering memorandum.

LJ Hart & Company is a wholly-owned subsidiary of Commerce Bank, and may serve as either a municipal advisor or underwriter of a particular
issuance of municipal securities. Underwritten municipal securities offerings may be distributed by its affiliates, Commerce Brokerage Services
Inc. and the Commerce Bank Capital Markets Group (Affiliates). In such case, L] Hart & Company will remit a portion of the underwriting fee or
a dealer concession to Affiliates as compensation for the Affiliates’ distribution services.

Securities are provided through Commerce Brokerage Services, Inc (CBSI), a subsidiary of Commerce Bank, member FINRA, SIPC, and Com-
merce Bank Capital Markets Group (CMG), a division of Commerce Bank (the “entities”). Investments in securities are NOT FDIC insured;
NOT Bank-Guaranteed; MAY lose value. The opinions expressed herein reflect that of the author and are not a complete analysis of every
material fact respecting any company, industry, or security. The author’s opinions do not necessarily reflect that of Commerce Bank or its affili-
ates. CDs are direct financial obligations of the issuing financial institution and are not, either directly or indirectly, an obligation of Commerce
Bank. Information contained herein is from sources deemed reliable but cannot be guaranteed. Prices and/or yields are subject to change and
investments are subject to availability. The entities are not acting as your Portfolio Manager, Investment Advisor or ‘municipal advisor’ within
the meaning of Section 15b of the Securities Exchange Act and therefore do not act in a fiduciary capacity. The entities do not provide tax ad-
vice (please refer to your tax professional).
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