Capital Markets Group

Weekly Review—August 7, 2020

Today’s July employment data showed a jobs market that continues to slowly recover from the effects of the Great Shutdown. Specifically, employ-
ers added 1.7 million jobs in July according to Labor Department data while the official unemployment rate (U-3) fell to 10.2% from 111% in June as
shown in the Economic Snapshot below. Consistent with June’s jobs growth, July’s better-than-expected employment data was largely driven by
job increases in leisure and hospitality as the economy continues its effort to reopen. July’s 10.2% unemployment rate is a marked decline from al-
most 15% at the height of the pandemic. The U-6 unemployment measure, which includes those working part time for economic reasons and those
marginally attached to the labor force, fell to 16.5% from 18.0% prior. While underutilization is moving in the right direction, there is still a considerable
amount of slack in the labor market knowing that the pre-crisis U-6 rate hovered near 7%.

As for the other graphs contained in the below Snapshot, the middle graph illustrates that the Fed's preferred inflation measure (Personal Con-
sumption Expenditure Core YoY) consistently runs below their symmetric target of 2% while the U.S. economy is officially in recession (by definition)
as March and June GDP turned negative.

Here’s the reality of our current situation:
®  Economy is currently experiencing the worst recession in history
e  Job loss/unemployment is at/near all-time highs
®  Short-term interest rates are zero-bound with longer term rates at historic lows
®  Credit risk continues to increase - losses are mounting
®  Stimulus here - stimulus there — Liquidity everywhere but for how long?
e  Bottom line: Bank earnings are under extreme pressure...

Asset/Liability Management (ALM) has never been as important as it is today! An effective ALM framework can help management navigate both
earnings and capital through such turbulent times. CMG’'s ALM team stands ready to assist...

Dennis Zimmerman Jr. | Senior Vice President | Manager — Asset/Liability Services | Commerce Bank — Capital Markets Group (CMG)
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NEW ISSUE MUNICIPAL CALENDAR

Amount ($) Description Maturity
8/10/2020 $6,500,000 COTTLEVILLE MO FIRE DEPT UT GO BQ Ada 2021-2040
8/10/2020 $5,485,000 ELLIS CO KS UT GO BQ AA- 2021-2030
8/13/2020 $7,310,000 MEXICO MO SEWER UT GO BQ A 2021-2032
8/13/2020 $755,000 OTTAWA CO KS WATER REVS BQ NR 2021-2033
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ECONOMIC CALENDAR
Monday 8/10 Tuesday 8/11 Wednesday 8/12 Thursday 8/13 Friday 8/14
JOLTS Job Openings PPI Final Demand MoM MBA Mortgage Applications Import Price Index MoM Retail Sales Advance MoM
PPI Final Demand YoY CPI MoM Initial Jobless Claims Industrial Production MoM
PPI Ex Food and Energy YoY CPI YoY Continuing Claims U. of Mich. Sentiment
3 Mo. 0.02
Prime Rate 3.25 3.25 5.25
. 6 Mo. on
Discount Rate 0.25 0.25 275
Fed Funds Rate 0.0 0.09 213 1-Year 0.14
IOER 0.10 0.10 210 2-Year 0.16
1-Month Libor 0.16 0.16 222
3-Year 0.18
1ith Dist COFI 0.68 0.76 114
1-Yr. CMT 014 0.16 1.80 5-Year 0.27
Dow 27,433.48 25,890.18 26,007.07 7-Year 0.50
NASDAQ 11,010.98 10,343.89 7,862.83
10-Year 0.74
S&P 500 3,351.28 3,145.32 2,883.98
Bond Buyer 2.02 2.2] 3.22 30-Year 149
B —

3 Mo. Bill 0.09 1-Year N/A +55
6 Mo. Bill 0.1 2-Year 55 65
[-Year Bill 0.12 3-Year 65 70
2-Year Note 0.12 4 14 12 5-vear 70 80
5-Year Note 0.22 15 45 41 28

GNMA 30 Yr. 1.37%
[7-Year Note 0.40 25 56 51 37

FNMA 30 Yr. 119%
10-Year Note 0.56 37 76 71 55
20-Year Bond 1.01 GNMAT5 V. 0.98%
30-Year Bond 1.24 FNMA 15 Yr. 0.85%

About the Author, Dennis Zimmerman

In 2015, Dennis joined Commerce Bank's Capital Markets Group as Manager of Asset/Liability Services. With his leadership, the Capital Mar-
ket's ALM team provides asset/liability management consulting services to community banks.

Prior to joining Commerce, he was employed for nearly 26 years at one of the largest privately-held banks in Kansas. In addition to manag-
ing a $775 million bond portfolio, his Asset/Liability Chairman responsibilities included managing margin, interest rate risk, liquidity and
capital. Prior to becoming the bank’s Finance Treasury Officer, he was a Registered Investment Representative and Supervising Principal in
the bank’s Capital Markets division.

As a seasoned professional, Mr. Zimmerman offers a comprehensive understanding of bank finance treasury, fixed income, complex finan-
cial analysis as well as regulatory and operational awareness. As a banker, he understands the challenge of balancing shareholder expec-

tations within appropriate levels of risk.

#**If you no longer wish to receive this weekly review, please send an email to CapitalMarketsGroup@commercebank.com ***

The Weekly Review is a publication of the Capital Markets Group of Commerce Bank.

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 affiliates. 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. CDs are direct financial obligations of the issuing financial institution and are not, either directly or indirectly, an obligation of Com-

merce Bank. The information provided is not an official trade confirmation or account statement. The Capital Markets Group (CMG) of Commerce Bank is not acting as your ‘municipal

advisor’ within the meaning of Section 15B of the Securities Exchange Act, and does not act in a fiduciary capacity. CMG does not provide tax advice; please refer to your tax professional.
Investments in securities are NOT FDIC Insured; NOT Bank-Guaranteed and May Lose Value.
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