Capital Markets Group

Weekly Review—July 3, 2026

June’'s employment report, which was released yesterday, suggests that labor market conditions are continuing to soften, providing
an important signal for financial markets and Fed policymakers. Nonfarm payrolls increased by only 57,000 jobs, significantly below
the street’s 113,000 expectation and well below the revised 129,000 jobs added in May. Furthermore, downward revisions to April and
May payroll data reduced previously reported employment gains by a combined 74,000 jobs, indicating that labor market momen-
tum has been weaker than initially believed.

While the headline unemployment rate declined to 4.2%, the improvement was largely driven by a decrease in labor force participa-
tion rather than stronger hiring activity. Labor force participation fell to 61.5%, its lowest level since March 2021, while household
employment declined by more than 500,000 workers during the month. These underlying metrics suggest that labor demand may
be cooling and that the lower unemployment rate may overstate the health of the employment market.

Industry-specific data also points to a more selective employment environment. Professional and business services, healthcare, and
social assistance sectors continued to generate jobs, while leisure and hospitality experienced notable employment losses. This
concentration of hiring activity in a limited number of industries indicates that labor market strength is no longer broad-based and
may be increasingly vulnerable to slower economic growth.

From a monetary policy perspective, June’'s employment picture presents a mixed picture for Fed policymakers. On one hand, weak-
er job creation and declining labor force participation suggest labor demand is cooling, which could help reduce wage pressures
and ultimately ease inflation. Average hourly earnings increased 0.3% last month and 3.5% from a year earlier, indicating wage
growth remains relatively contained. Both hourly earnings metrics came as expected. On the other hand, the unemployment rate
remains historically low and inflation risks have not fully disappeared. As a result, policymakers are unlikely to view a single weak
employment report as sufficient evidence to begin aggressively easing policy. Instead, they will likely look for confirmation through
additional labor market and inflation data before making significant rate adjustments.

Overall, the June jobs report increases the likelihood that the Fed adopts a more cautious and potentially accommodative stance in
coming months. If subsequent reports show continued labor market softening and inflation continues to moderate, the probability of
future benchmark rate cuts would rise. Conversely, if inflation remains persistent, policymakers may choose to keep rates higher for
longer despite slower job growth. Stay tuned...
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MNI Chicago PMI Jun 06/30/2026 55.1 56.7 62.7

Conf. Board Consumer Confid. Jun 06/30/2026 94.4 91.2 90.6 (rev down)
MBA Mortgage Applications Jun 26 07/01/2026 NA 0.0% 1.0%

ADP Employment Change Jun 07/01/2026 120k 98k 122k

S&P Global US Manufact. PMO Jun (F) 07/01/2026 55.7 53.9 55.7

ISM Manufacturing Jun 07/01/2026 53.8 53.3 54.0
Construction Spending MoM May 07/01/2026 0.2% 0.1% 0.3% (rev down)
Change in Nonfarm Payrolls Jun 07/02/2026 115k 57k 129k (rev down)
Unemployment Rate Jun 07/02/2026 4.3% 4.2% 4.3%

Initial Jobless Claims Jun 27 07/02/2026 218k 215k 216k (rev up)

Current Last Month ~ One Year Ago 3 Mo. 232 PAC Vanilla
Prime Rate 6.75 6.75 7.50 1-Year N/A +40
) 6 Mo. 2.32
Discount Rate 3.75 3.75 4.50 2-Year 45 55
Fed Funds Rate 3.63 3.62 4.33 1-Year 232 3-vear 63 75
Interest on Reserve Bal. 3.65 3.65 4.40 2-Year 2.38
SOFR 3.66 3.65 4.44 S-vear 7° 80
3-Year 2.49
Tith Dist COFI (ECOFC) 274 273 293 _
_ 5-Year 2.63
1-Yr. CMT 3.96 3.82 3.99 ONMA 30 V1. 5 35%
Dow 52,900.07 50,866.78 4482853 7-vear 28
NASDAQ 2583267  25709.43 20.601.10 FNMA 30 Vr. 5.40%
S&P 500 7.483.24 738374 6.279.35 10-vear 3.07
FNMA 15 Yr. 4.82%
Bond Buyer 463 477 5.20 30-Year 4.40

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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