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While I've spent my entire career (37 years) in the banking industry, I've never been a Loan Officer or a front-line Teller, always in Capital Markets/
Treasury Finance (a.k.a., Asset-Liability Management - ALM). When asked about my job responsibilities, | generally respond by saying ‘I help financial
institutions best manage profitability and risk.” Depending on the audience, the conversation quickly changes to something more exciting! For those
wishing to learn more about the importance of ALM in banking, this week's commentary is for you...

Asset-liability management is a foundational discipline that enables banks to operate safely, profitably, and sustainably across changing economic
and market conditions. Its primary purpose is to balance the structure, risk, and performance of the balance sheet—ensuring that the institution can
meet its obligations while positioning itself for long-term success.

A core responsibility of ALM is liquidity management, which ensures the bank can reliably meet all cash outflows, including customer withdrawals, loan
fundings, collateral requirements, and unexpected demands during stressed conditions. Effective liquidity planning reduces vulnerability to funding
disruptions and reinforces market and regulatory confidence. Ask Bear Sterns, Lehman Brothers, SVB, Signature Bank &/or First Republic Bank about
the importance of effective liquidity management!

Equally critical is ALM’s role in managing interest rate risk (IRR). Because banks naturally operate with duration mismatches between assets and
liabilities, they are exposed to volatility in interest rates. ALM measures how changes in interest rates affect both earnings and the economic value of
equity (EVE) and then deploys strategies—such as adjusting balance-sheet volumes and mix as well as pricing—to maintain stability. This process
directly supports the bank’s net interest income (NII), the primary driver of bank profitability.

ALM is also a central pillar of regulatory compliance. Banks must meet strict standards across liquidity, capital planning, IRR oversight and stress
testing. An effective ALM framework helps avoid regulatory findings and reinforces supervisory confidence.

Beyond risk mitigation, effective ALM drives bank profitability. Specifically, ALM provides strategic insight that influences management's business
planning and balance-sheet optimization. By integrating economic forecasts, customer behavior analytics, and funding market conditions, ALM guides
decisions on product growth, deposit strategy, loan mix, and investment portfolio structure. If done correctly, all this enhances both short-term (Nir)
earnings and long-term (EVE) valuations while ensuring alignment with the bank’s risk appetite.

Finally, ALM plays a critical role in stress resilience, using scenario analysis and contingency funding planning to prepare for adverse market, liquidity,
or interest-rate events. This forward-looking perspective strengthens the institution’s ability to navigate economic shocks.

In summary, ALM ensures alignment with the bank’s risk appetite across liquidity, interest rate sensitivity, funding concentrations, duration positioning,
and market value volatility. This alignment creates a disciplined framework for managing the entire balance sheet - ultimately ensuring the bank’s
safety, soundness, and long-term performance.

If you wish to better understand how Commerce’s ALM team can help you/your bank best manage earnings within acceptable levels of risk, please

reach out to us. My team and | live in this world...

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

NEW ISSUE MUNICIPAL CALENDAR

Amount ($) Description Maturity
03/09/2026 $10,565,000 Ellis County, KS Public Building Commission Rev 2027 - 2046
03/12/2026 $390,000 City of Canton, KS GO Series 2026A 2027 - 2041
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S&P Global US Manufact. PMI Feb (F) 03/02/2026 51.4 51.6 51.2
ISM Manufacturing Feb 03/02/2026 51.5 52.4 52.6
MBA Mortgage Applications Feb 27 03/04/2026 NA 1.0% 0.4%
ADP Employment Change Feb 03/04/2026 50k 63k 1k (rev down)
ISM Services Index Feb 03/04/2026 53.5 56.1 53.8
Initial Jobless Claims Feb 28 03/05/2026 215k 213k 213k (rev up)
Change in Nonfarm Payrolls Feb 03/06/2026 55k -92k 126k (rev down)
Unemployment Rate Feb 03/06/2026 4.3% 4.4% 4.3%
Labor Force Participation Rate Feb 03/06/2026 62.5% 62.0% 62.5%
Retail Sales Advance MoM Jan 03/06/2026 -0.3% -0.2% 0.0%
Current Last Month ~ One Year Ago 3 Mo. 215 PAC Vanilla
Prime Rate 6.75 6.75 7.50 1-Year N/A +40
. 6 Mo. 215
Discount Rate 3.75 3.75 450 2-Year 50 50
1-Year 215
Fed Funds Rate 3.64 3.64 4.33 3-vear 62 72
Interest on Reserve Bal. 3.65 3.65 4.40 2-Year 216
SOFR 3.66 3.65 434 S-vear 85 90
3-Year 2.21
Tith Dist COFI (ECOFC) 274 2.78 2.94 _
_ 5-Year 2.29
1-Yr. CMT 3.55 3.44 4.06 GNMA 30 Yr. 4.97%
Dow 47501.55 50,115.67 42579.08 7-vear 250
NASDAQ 22,387.68 23,031.21 18,069.26 FNMA 30 yr. 5.02%
10-Year 2.79
S&P 500 6,740.02 6,932.30 5,738.52
FNMA 15 Yr. 4.42%
Bond Buyer 479 48 415 30-Year 4.48

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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