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ECONOMIC UPDATE

GROSS DOMESTIC PRODUCT

The total dollar value of all final 10% GDP QoQ Annualized Percent Change
goods and services produced within o
an economy during a specific period. ’
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GROWTH

GROSS DOMESTIC PRODUCT (Quarter-over-quarter annualized percent change)
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GROWTH

ATLANTA FED GDPNOW FORECAST FOR Q2 2026 (AS OF JUNE 1, 2026)
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Atlanta Fed
GDPNow estimate
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GROWTH

ISM PURCHASING MANAGERS INDEX
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ECONOMIC UPDATE

THE CURRENT EMPLOYMENT SITUATION

Establishment Survey 800

* Payrolls
* Hours Worked

* Earnings

May Numbers
* 172k Nonfarm Payrolls

* 3Mo Average 188k ‘|“|“ |‘ ||| | 200
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ECONOMIC UPDATE

THE CURRENT EMPLOYMENT SITUATION

Household Survey

* Employment Status e
* Reasons for Unemployment .
* Duration of Unemployment
4.45%
April Numbers 2.25%
* 7.3mm Unemployed
* Unemployment Rate: 4.3% o
* 170mm Labor Force 3.85%
* Labor Force Par. Rate: 61.8%
e 275mm Working Age Population o
* Employed/Population: 59.1% 3.45%
3.25%
2002 2023 2024 2025 2026
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EMPLOYMENT

PRIME AGE AND OVERALL LABOR PARTICIPATION RATE

=| abor Force Participation Rate (left) =—Prime Age (25-54) Participation Rate (right)
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Source: Bureau of Labor Statistics
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ECONOMIC UPDATE

TARIFFS

* Tariffs Back After Decades

e Liberation Day (Apnl 2025) Average tariff rate on U.S. goods imports for consumption
Duties collected { value of total goods imports for consumption, 1900 - 2025
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INFLATION

IRAN WAR SENDS GAS PRICES MUCH HIGHER
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ECONOMIC UPDATE

INFLATION
Consumer Price Index | -
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INFLATION

CPI, CORE CPI, AND CORE PCE INDEXES YEAR OVER YEAR
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ECONOMIC UPDATE

30Yr Mortgage Rate: 6.65% Median Home Price: New & Existing Homes
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THE CONSUMER

US SAVINGS RATE AND CHANGE IN PERSONAL INCOME

=S Savings Rate (% of Disposable Income) =|J5 Change in Personal Income (% MoM)
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THE CONSUMER

UNIVERSITY OF MICH VS CONFERENCE BOARD CONSUMER SENTIMENT

=) of Mich Consumer Sentiment Index = Conference Board Consumer Confidence
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Source: University of Michigan, Conference Board
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THE CONSUMER

PERCENT OF BALANCE 90+ DAYS DELINQUENT
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ECONOMIC UPDATE

* 2025 GDP: 2.1% Annualized Growth * Improving Labor Market
* 2026 Q1 GDP: 1.6% * Unemployment Rate: 4.3%
* 2026 Q2 GDP: 2.0% Blue Chip / 3.0% GDPNow * Nonfarm Payrolls: 172K

* Rising Inflation, Driven by Energy * K-Shaped Economy
* 4.2% Headline CPI, 2.9% Core CPI * Income Flat
* Possible Peak in June? * Savings Down
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INTEREST RATES
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THE FED

Fed Funds Rate Since 1977 Fed Funds Since 2013
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Source: Bloomberg
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INTEREST RATES

US TREASURY YIELD CURVE (February 27 vs. June 8, 2026)
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A PIRATE LOOKS AT INTEREST RATES

CURRENT YIELDS

Fed Funds: 3.62%

6Mo UST Yield: 3.79%

1Yr UST Yield: 3.83%

2Yr UST Yield: 4.06%
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AN OVERVIEW OF THE FEDERAL RESERVE

12 RESERVE BANKS & 24 BRANCHES

* 1 Boston (Susan Collins), 2 New York (John Williams) , 3 Philadelphia (Anna Paulson), 4 Cleveland (Beth Hammack), 5 Richmond
(Thomas Barkin), 6 Atlanta (Cheryl Venable), 7 Chicago (Austan Goolsbee), 8 St. Louis (Alberto Musalem), 9 Minneapolis (Neel
Kashkari), 10 Kansas City (Jeffrey Schmid), 11 Dallas (Lorie Logan), 12 San Francisco (Mary Daly)

® Seattle
L ® Helena 1
Portland = 9 Eal Y
Minneapolis B ) 4R 2 o
12 L, 7 - ) C;E?:'E; Nlt;hn::f‘:::k
_ chicago . =Xt 131
San Francisco » —_— ,10 - e JMTmPhiladelphia
- salt Lake City Omaha @ q- 2.
Denver ® Kansas City m m lovsvile Sincrnna M Richmond
—_— . St Louis
® Los Angeles g‘:r"*.“’““ a - @ Nashville  @chadotte
. M hi
IﬁimE S M Atlanta
oC . »
i Dallas Birmingham 6
Houston &
[ Jacksonville

® New Ordeans

o
1 2 San Antonio
Miami
L
1-12 Districts

1 2 B EBank cities

@ Branch cities
Source: The Federal Reserve Board — “The Fed Explained” - https://www.federalreserve.gov/aboutthefed/the-fed-explained.htm
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https://www.federalreserve.gov/aboutthefed/the-fed-explained.htm

THE FED

Powell Remains on Board of Governors Trump v. Cook Chairman Kevin Warsh

Sources: Getty Images, Wikipedia
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THE FED

THE FEDERAL OPEN MARKET COMMITTEE

* 12-Person Committee that set
crucial U.S. monetary policy at
meetings held at least 8 times

Figure 2.4. Composition of the Federal Open Market Committee

The Federal Open Market Committee’s (FOMC) structure promotes the consideration of broad U.5. economic
annually. berspec:tives and the public interest in key monetary policy decisions made by the U.5. central bank.

* All 7 members of the Board of
Governors

* The President of the Federal Reserve
Bank of New York

* 4 of the remaining 11 Reserve Bank
presidents, who serve one-year terms
on a rotating basis.

Board of Governors Federal Reserve Bank Reserve Bank presidents
{permanent FOMC of New York president (serve one-year terms
participants) (permanent FOMC on a rotating basis)
participant)

* All remaining 7 Reserve Bank presidents
attend FOMC meetings and participate
in FOMC deliberations.

* Current Rotation: Cleveland, Dallas,
Philadelphia, Minneapolis

Source: The Federal Reserve Board — “The Fed Explained” - https://www.federalreserve.gov/aboutthefed/the-fed-explained.htm
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AN OVERVIEW OF THE FEDERAL RESERVE

THE DUAL MANDATE

Humphrey-Hawkins Full Employment Act (1978)

Maximum Employment
* Unemployment Rate 4.25%

* Employment Situation Report — Bureau of Labor Statistics

* Household Data: U3- Total Unemployed, as a percent of the civilian
labor force (official unemployment rate)

Price Stability
* |nflation Rate of 2%

* Personal Consumption Expenditures (PCE) Price Index — Bureau of
Economic Analysis

Other Measures Related to Jobs & Inflation

* Labor force participation, wage growth, job opening and hiring trends

* Consumer Price Index (CPI), Producer Price Index, (PPI),

PROMOTE
MAXIMUM
EMPLOYMENT

Source: CoPilot

MAINTAIN
STABLE
PRICES
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THE FED

The Dot Plot (March 2026)

Source: Federal Reserve

Figure 2. FOMC participants’ assessments of appropriate monetary policy: Midpoint of target range
or target level for the federal funds rate
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AN OVERVIEW OF THE FEDERAL RESERVE

2026 FEDERAL OPEN MARKET COMMITTEE

Kashkari Jefferson

Paulson Warsh Bowman Waller

Hammack Cook Powell Williams
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STATE OF THE ECONOMY

SUMMARY FOR JUNE 2026

* Economic Growth Decent: Real GDP grew at a 1.6% annualized pace in Q1 2026 (2nd estimate), a step down from the initial 2.0%
estimate but an improvement from just 0.5% in Q4 2025. Business fixed investment (Al spend) has been and is a key driver.

* Inflation Accelerates Due to Energy Prices: Inflation came in hotter than expected in April and spiked above 4% in May, driven by
another surge in energy prices and broad increases in food costs. These pressures are beginning to weigh on consumers, though
there has been some relief at the gas pump during June.

* Improving Labor Market: The May jobs report came in much stronger than expected, with payrolls rising 172k and prior months
revised higher, signaling a rebound in labor market momentum. 2026 YTD avg job growth at +111k versus 2025’s +10k. Wage growth
continued to cool, which helps ease inflation concerns, even as overall employment indicators remained solid, including stable
unemployment at 4.3%.

* Interest Rates & Policy Outlook: Fed funds rate holds at 3.50%—3.75%. Markets now expect one rate hike at the end of 2026, with
potential rate changes dependent on inflation and labor market conditions.

* Housing & Mortgage Trends: Mortgage rates hover around 6.5%, dampening affordability. New home sales are holding up, but
existing home sales remain sluggish as sellers have not yet been forced to cut prices. High prices and high interest rates are leading
to a bifurcated market.

* U.S. Fiscal Situation: U.S. debt levels are becoming a problem, crowding out other borrowers and putting upward pressure on long-
term interest rates. No easy fix and political environment does not lend itself to solutions.
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THANK YOU!
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DISCLAIMER

This presentation is prepared for general circulation and for general educational and informational purposes only. The information in
this presentation is designed to give general and timely information on the subjects covered. It does not have regard to the specific
investment objectives, financial situation or the particular needs of any specific person or entity that may receive it. It is not intended
to be used as the basis for investment decisions by any individual or entity or as a recommendation for any particular securities,
financial instruments or strategies. Any discussion of risks contained herein with respect to any product should not be considered to be
a disclosure of all risks or a complete discussion of the risks that are mentioned. All information contained herein is obtained by HSAM
from sources believed by it to be accurate and reliable. Information is provided “as is” without warranty of any kind, and HSAM makes
no representation or warranty, express or implied, as to the accuracy, timeliness, completeness, merchantability or fitness for any
particular purpose of any such information or analysis. Neither the information contained herein, nor any opinion expressed
constitutes an offer, or an invitation to make an offer, to buy or sell any securities or other investment or any options, futures or
derivatives related to securities or investments. Nothing herein constitutes or should be construed as a legal opinion or advice.
Recipients should consult their own attorney, accountant, financial or tax advisor or other consultant with regard to their own situation

or that of any entity which they represent or advise. Neither HSAM nor any of its affiliates shall have any liability for any use of the
information set out or referred to herein.
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