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Daily Macro Comment Bepa

» EMPLOYMENT REPORT SUPPORTS CUTS, BUT NOT NOW: The US February
employment report pours a large dose of cold water on the idea the labor market is firming in
the wake of stronger growth, as opposed to in a bumpy process of stabilizing at levels that are a
bit soft. The report was strikingly weak across the board, with 92,000 net job losses and a 12bp
rebound in unemployment to 4.4 per cent. Job losses were very broad-based across industries,
with healthcare — the main engine of job growth for many months — turning negative, exposing
the vulnerability of a labor market highly dependent on this one relatively a cyclical driver.
However, we read this February report as overstating weakness just as the prior strikingly
strong January report overstated strength. (Krishna Guha)

» Weak Feb Employment Offsets Jan's Strength: Payroll surprisingly declined sharply in
Feb, but an average of the past few months probably represents the best move for investors.
The unemployment rate moved up to 4.4%. But among the weaker labor activity readings,
wages posted a surprisingly strong +0.4% m/m gain. AHEs ticked up to +3.8% y/y in Feb.
Winter Weather Hits Jan Retail Sales. (Eco Team)

« Morning Thought: U.S. Treasury yields continue to climb as the ‘war’ between Iran and U.S.
/ Israel disturbs capital markets. The 10-year yield rebounded from the ‘4%’ floor and rose
+4bps overnight to 4.169%. Other developed global sovereign yields are higher too. Oil and the
dollar are higher. Bitcoin and gold are lower. Retail gasoline prices are up over 40 cents from
last Friday. Credit spreads were little changed yesterday. The cost of risk is rising sharply. Fixed
income markets are reducing expectations for the number of policy rate cuts this year. In fact,
the markets now expect the ECB to raise their policy rate by the end of the year. (Stan
Shipley)

o State Tax Receipts Survey Mixed, But Softer Overall: (James Walsh)
» Employment Cos. Survey Ticks Up To Begin March: (Oscar Sloterbeck)

o China Sales Survey Improves In Early March: (Oscar Sloterbeck)

Stan Shipley, stan.shipley@evercoreisi.com 212-446-9474

Macro Research Today
Economics & Central Banking Strategy



US ECON/FED - EMPLOYMENT REPORT
SUPPORTS CUTS, BUT NOT NOW

February's employment report challenges the notion of a strengthening labor market, revealing
significant job losses and a rise in unemployment. The data suggests a bumpy stabilization
rather than firming, with healthcare job losses highlighting vulnerabilities.

Labor Market Dynamics: February saw 92,000 net job losses and unemployment ticked up to
4.4%. Broad-based declines, especially in healthcare, signal a reliance on this sector.
Interpretation Challenges: The report may overstate weakness due to strikes, weather, and
new seasonal adjustments. A focus on smoothed averages is advised.

Wage Insights: Average hourly earnings rose 0.4% month-on-month, maintaining a stable
trend. Despite firmer prints, productivity offsets inflation risks.

Additional Key takes:

o Payroll Trends: The three-month moving average of payrolls is a modest 6,000, indicating
early stabilization.

« Employment Ratios: Participation rates dipped, with the labor force showing limited growth.
e Fed Outlook: The Fed is expected to adopt a cautious 'wait and see' approach, with no
immediate cuts anticipated.

« Sector-Specific Impacts: Temporary strikes in healthcare may have skewed the data,
hinting at potential recovery.
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Daily Economic Report

Weak Feb Employment Offsets Jan's Strength

The unemployment rate edged up to 4.4%, yet amidst this softer labor data, wages defied
expectations with a robust +0.4% m/m increase. AHEs climbed to +3.8% y/y in February.

Labor Market Dynamics: February's weaker employment numbers counteract January's
gains, pointing to a mixed labor landscape.

Small Business Sentiment: The NFIB survey indicates a persistent low firing-low hiring trend,
extending into spring.

Additional Key takes:



« Wage Growth: Recent months have seen a notable increase in reported wage gains,
surprising many observers.

o Economic Indicators: Despite the uptick in unemployment, wage growth remains a bright
spot amid broader economic uncertainty.
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View Report

Capital Markets Chronicle

Morning Thought

Today's market focus shifts to employment and retail sales data, with payrolls expected to rise
by 60K and unemployment steady at 4.3%. Risks lean towards higher numbers, aligning with
upward-moving consensus estimates. However, markets are more preoccupied with other
factors. Cold weather and declining vehicle sales suggest a soft January for retail sales.
Inflation will dominate next week's discussions.

Market Dynamics: U.S. Treasury yields are climbing amid geopolitical tensions involving Iran,
U.S., and Israel. The 10-year yield has bounced back from the 4% threshold, rising 4bps
overnight to 4.169%.

Commodities and Currency Moves: Oil and the dollar are on the rise, while Bitcoin and gold
are seeing declines. Retail gasoline prices have surged over 40 cents since last Friday.

Additional Key takes:

o Credit Markets: Credit spreads remained stable, though the cost of risk is increasing sharply.
o Monetary Policy Expectations: Fixed income markets are dialing back expectations for rate
cuts this year, with a potential ECB rate hike anticipated by year-end.
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State Tax Receipts Survey

State Tax Receipts Survey Mixed, But Softer Overall.

State tax receipts have moderated as corporate gains were overshadowed by declines in
personal income and sales receipts.

Overall Receipts: The index dipped from 53.1 to 51.3, reflecting softer personal income and
sales receipts.

Personal Income Receipts: Declined from 52.9 to 51.4, with many reporting lower estimated
payments.

Sales Receipts: After a strong 2025, early 2026 shows a drop from 48.5 to 43.8.

Additional Key takes:

« Minimum Wage Increases: 2026 sees hikes in 23 states, with an average rise of $0.70/hr,
driven by inflation adjustments and significant increases in select states.

o Inflation Adjustments: Most wage hikes are annual adjustments, with notable hikes in
Hawaii, Nebraska, and others.
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Employment Cos. Survey

Employment Cos. Survey Ticks Up To Begin March

Employment trends show signs of stabilization as the Evercore IS| Employment Cos. Survey
ticked up to 49.8 to start March, following a choppy February. Temp and perm placements both
improved slightly, indicating a potential shift in hiring dynamics.

Hiring Sentiment: Temp employment rose from 52.9 to 53.1, showing improved demand for IT
temps and consultants. Perm placement also edged up, but remains cautious.

Sector Highlights: Technology-enabled services and medical devices continue to see robust
activity, driven by foreign companies expanding in the U.S. Manufacturing, however, faces
ongoing challenges.

Additional Key takes:

o Wage Pressure: Overall wage pressure slightly increased from 51.8 to 51.9, reflecting stable
IT hiring and moderated manufacturing demand.



Client Confidence: Tariffs and government cuts weigh on confidence, with hiring plans
showing moderation for 2026.
o Conversion Rates: An increase in temp-to-perm conversions suggests stronger employment
demand, with companies moving quickly to secure talent.
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China Sales Survey

China Sales Survey Improves In Early March

The Evercore IS| Company Survey of China Sales ticked up slightly from 31.5 to 31.9, thanks
to improved manufacturing activity at the start of March. However, the overall survey remains
weak, having lost some gains from early 2025.

China Sales Dynamics: Spring and early Summer saw an encouraging trend with the CSDI:
China Sales showing positive momentum. However, the indicator plateaued in August and
declined in subsequent months, reflecting a mixed sentiment in the manufacturing PMI, which
has been volatile—rising above 50 in Spring, then experiencing a choppy period before
improving in December through February.

Manufacturing Activity: Despite recent improvements, the manufacturing PMI's inconsistency
highlights underlying challenges. The uptick in February to 53.3 is promising but comes after a
period of fluctuations.

Additional Key Takes:

o Sector Breakdown: The survey comprises 67% manufacturers of capital goods and heavy
industry, while 33% are consumer goods producers.

o Export vs. Domestic Sales: The survey captures both goods produced and sold in China, as
well as exports to China.
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Economics & Central Banking Strategy

IRAN / ECB — DEBATE BEGINS OVER NAT GAS
SHOCK, BECOMES LIVE FROM JUNE

The ECB is in a heated debate over how to tackle the natural gas shock from the Iran conflict,
with differing views on whether to hike rates. Nagel suggests it's premature to decide, while
Rehn advocates for patience as more data comes in.

ECB's Approach: Minutes from Thursday indicated a flexible stance in response to shocks.
Schnabel is expected to lean hawkish, focusing on how long energy prices remain high.
Market Expectations: Current market sentiment overestimates the likelihood of a rate hike this
year, with a 75% chance priced in. We're more cautious, seeing it below 50%, assuming the
energy impact is short-lived.

Additional Key takes:

o Hawkish View: Lessons from Ukraine suggest energy pass-through might be quicker and
less disinflationary than expected.

o Centrist Concerns: There's unease about inflation expectations and companies passing
through costs.

« Dovish Perspective: Focus remains on medium-term inflation, balancing energy shocks
against weaker core inflation due to trade and income pressures.

o Energy Price Monitoring: The ECB is closely watching wage drift and firm price intentions,
with LNG supply concerns from Qatar being significant.
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Consumer Staples Cos. Survey

Consumer Staples Cos. Survey Improves For A 5th
Straight Week

« Following steady improvement in late 2025 and then dropping to its lowest level since 2014 as
snowstorms kept consumers away, the Evercore S| Consumer Staples Cos. Sales Survey increased
for a fifth straight week, rising from 55.6 to 56.4 in our latest release, and is above the pre-storm
levels which may represent some restocking.

o Pricing power has been challenging but shows signs of stabilization and has moved higher in late
2025 and early 2026. This week the index moved up from 42.3 to 43.8 to begin March.. This portion
of our index has largely given up the remarkable strength during COVID as customers have been



trading down to smaller package sizes and less expensive substitutes including private label.
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House Price Survey

Evercore |IS| House Price Survey Ticks Up On Better
Activity In Some Suburban Markets

Suburban markets are showing renewed strength as the latest house price survey indicates a
slight uptick, driven by improved activity in these areas. Despite some earlier fluctuations, the
index is moving upward again, reflecting a more positive sentiment.

Suburban Market Trends: Recent uptick in suburban house prices has been a key driver for
the overall index's improvement, with suburban areas leading the charge in late 2025 and early

2026.
Commission Rate Dynamics: Downward pressure on buyers' agent commissions continues,



though listing agent rates have stabilized. This trend could indicate a shift in negotiation power.

Additional Key takes:

e Unrepresented Buyers: The share of unrepresented buyers is slightly higher than historic
norms, though down from peaks seen last year.

¢ Inventory Levels: Inventory remains a challenge, with many markets reporting lower than
normal levels, although some improvement is noted.

o Contract Closures: High share of contracts failing to close remains a concern, though the
situation is improving compared to previous highs.

« Market Balance: Buyers are gaining leverage as fewer respondents see the market favoring
sellers, especially in new and existing home sales.

o Financing Conditions: Mortgage availability is better than normal, easing the process of
securing financing for buyers.
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Manufacturing & Chemical Cos. Survey

Manufacturing & Chemical Cos. Surveys: Mfg. Cos.
Improve, Chemical Cos. Tick Down.

Manufacturing sentiment shows a slight uptick, while chemicals face headwinds.
Manufacturing's domestic activity is gaining momentum, but chemical companies are feeling
the impact of external uncertainties.

Manufacturing Activity: The survey indicates an improvement from 48.5 to 49.0, with
domestic orders rising from 50.3 to 51.5. However, foreign orders slipped slightly from 46.8 to
46.4.

Chemical Sector Challenges: Chemical companies saw a decline from 33.0 to 32.0,
influenced by weather and geopolitical tensions. The U.S. segment also dipped from 41.0 to
40.0.

Additional Key takes:

¢ Pricing Power: Manufacturing pricing power improved from 45.8 to 47.2, signaling better
pricing dynamics.

« Inventory Levels: Manufacturing inventories are reportedly "a little too high," while chemical
inventories are "a little too low."
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Shopping Guide Cos. Survey

Shopping Guide Cos. Survey Continues To Trend
Lower

The Evercore S| Shopping Guide Cos. Survey shows a slight pullback in early 2026 after a
modest holiday boost. The survey's index moderated from 45.3 to 45.2. This reflects ongoing
caution among small businesses, auto dealers, and restaurants in the current economic
climate, despite steady ad sales from real estate agents.

Ad Spending Trends: Many small businesses remain hesitant to invest in advertising due to
economic uncertainties.

Sector Resilience: Real estate agents continue to maintain solid ad sales across various
markets.

Additional Key takes:
o Survey Stability: The survey stabilized in late 2025 before the recent dip.

« Digital Transition: Shopping guides are increasingly shifting to online platforms, adapting to
new advertising landscapes.
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Auto Dealers Survey

Auto Dealers Sales Survey Improved To Close A
Choppy Month

The Auto Dealers Survey shows a mixed start to the year, with winter storms impacting sales
but signs of stabilization emerging by February's end. New vehicle price expectations are



easing, while used vehicles remain in high demand, especially at lower price points.

Market Dynamics: Winter storms slowed sales in late January and February, impacting dealer
activity in the East & Northeast. However, the survey improved slightly by the end of February.
Price Trends: Expectations for new vehicle price increases have moderated. Dealers are
adapting by focusing on retail sales of used vehicles to value-conscious consumers.

Used Vehicle Demand: Demand for lower-priced used vehicles remains robust, with dealers
struggling to meet buyer interest.

Additional Key takes:

o Inventory Levels: Inventories, which were too low post-tariff surge, are now slightly high but
expected to correct by the end of 1Q.

« Financing Challenges: Credit availability for new car buyers is tightening, with more
consumers unable to secure financing.

« Maintenance Deferrals: A growing number of customers are deferring maintenance and
repairs, up significantly from previous checks.

« Future Outlook: Most dealers anticipate positive unit growth for new vehicle sales by 2026,
with a modal expectation of 0-2% growth.
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Europe Sales Survey

Europe Sales Survey Improves Boosted By Mfg. Cos.
To Begin March

March kicks off on a positive note with the Europe Sales Survey inching up from 34.3 to 34.8,
driven by a boost from manufacturing companies. Activity improved after a decent February,
setting a promising tone for the month.

Market Activity: The sales breadth was quite mixed last year, with improvements in Spring
before a summer lull. October and November saw gains, December stayed flat, and January
softened, but February picked up again.

Manufacturing Insights: Manufacturing PMI new orders showed strength in Spring and early
Summer, dipped slightly in July, and have been choppy since, but improved in January and
February.

Additional Key takes:

« Sample Composition: The survey is heavily weighted towards industrial goods, with 81% of
the sample in this sector, including cap goods, chemicals, and tech.



o Sales Dynamics: The survey captures U.S. multinationals' sales in Europe, highlighting a
strong export dynamic.
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Restaurants Survey

Restaurants Survey Improves To Begin March
Following A Choppy Month

Restaurant sentiment is on the rise as we kick off March with the index climbing from 53.3 to
54.5, thanks to improved weather in many areas.

Choppy Start to 2026: The survey's been all over the place due to weather, but there's a
positive shift compared to last year.

Value-Driven Consumer Choices: Consumers are still hunting for value, selectively spending
based on events and offers.

Additional Key takes:

« Post-Shutdown Rebound: The survey bounced back after the government shutdown,
though data varies.

« Tariff Relief Impact: Recent tariff relief is a welcomed positive for industry contacts.

¢ Cost and Demand Concerns: There's still unease about costs and consumer demand.
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Commercial Real Estate Cos. Survey



Commercial Real Estate Cos. Survey Steady In
February Following Improvement

The Evercore ISI Commercial Real Estate Survey saw a mixed February, maintaining a steady
54 .4 after a January uptick. Despite a generally solid environment, geopolitical tensions in the
Middle East and fluctuating energy prices introduce uncertainty.

Market Dynamics: The economy's resilience is bolstering demand for premium commercial
spaces. However, lower quality locations are seeing a decline in interest.

Sector Highlights: Office leasing remains tough, though NYC shows some positive activity.
Multifamily properties continue to perform well.

Additional Key takes:

« Retail Activity: Back-to-school and consumer activities boosted retail in September.
o Survey Insights: The survey reflects input from owners across office, retail, and hotel
sectors, rating activities on a 0 to 100 scale.
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Macro Daily PULSE - Policy, Surveys, Levels, Strategy, Economics

Daily Macro Comment Report

« Contours of an Iran Deal are Emerging — The Question Is When: We think it's more likely than
not that Trump will accept an agreement as soon as this weekend, although it is still quite possible
that some of the Iran hawks in Washington will get to him in the interim and talk him out of it and/or
that he will decide he can’t sell it domestically. Recent leaks surrounding the negotiations are likely
designed, in part, to test public and market reactions to potential elements of a deal. The deal is
comprised of two phases. First, the U.S and Iran would lift their respective blockades in the Strait of
Hormuz, allowing commercial shipping traffic to resume. This is critical as we have long thought that
the President could not walk away if the straits were not open. Second, reopening the Strait would
trigger a 60-day negotiation period focused on the future of Iran’s nuclear program. (Sarah Bianchi)

« Europe Sales Survey Softens Again: (Oscar Sloterbeck)
« China Sales Survey Increases Following Moderation: (Oscar Sloterbeck)

« Evercore ISl Bond & Equity Mgrs. Surveys: (James Walsh)

Stan Shipley, Stan.Shipley@EvercorelSl.com 212-446-9474

Macro Research Today
Political Analysis

Contours of an Iran Deal are Emerging — The Question Is
When

Potential contours of a U.S.-Iran deal are becoming clearer, raising anticipation around the timing of
an agreement. The negotiations have advanced since the ceasefire, with reports suggesting a deal is
on the horizon, likely to be accepted by President Trump soon. However, there's a possibility that
hawkish elements in Washington may sway his decision, or he might find it challenging to
communicate the benefits of the deal domestically.

Phased Deal Outline: The agreement appears structured in two phases: first, both the U.S. and Iran
would lift blockades in the Strait of Hormuz, enabling essential commercial shipping. This opens the
door for a subsequent 60-day negotiation focused on Iran's nuclear program. Should an agreement
be finalized, both parties are expected to face risks regarding its stability, primarily based on varying
interpretations of what "open™ shipping means and divided opinions on economic relief measures.
Monitoring and Enforcement Challenges: Concerns loom surrounding the lack of clarity on
monitoring and enforcement mechanisms once the deal is established. Unlike the previous Joint



Comprehensive Plan of Action (JCPOA), which allowed inspections, the current proposal lacks
specified terms for oversight, raising questions over Iran's nuclear enrichment statuses.

Political Hurdles for the Administration:

¢ Domestic Selling Points: Trump may find it hard to frame this agreement as a more favorable
option compared to past deals, especially amid criticisms from within his party.

« Regional Dynamics: The President's push for Gulf countries to recognize Israel complicates
matters, given that such a condition is unlikely to gain traction among those nations.

The road ahead is intricate. While Trump could argue that the deal supports a moratorium on nuclear
development and reopens the straits, the reality is it might not meet his initial expectations from the
negotiations initiated in February. Nonetheless, it could represent a strategically valuable agreement under
the current geopolitical landscape.
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Europe Sales Survey

Europe Sales Survey Softens Again

May sales in Europe show a noticeable decline, dropping from 36.0 to 34.8, indicating a softer
market environment. This dip aligns with reports of manufacturing and chemical companies feeling
the impact of tighter and more costly energy markets.

Sales Trend Analysis: The broader trends observed this year appeared more promising with
positive readings in earlier months. However, recent data signals that momentum has weakened
significantly in May. CSDI: Europe Sales depth has fluctuated but leans towards a negative outlook
as manufacturing PMI new orders have shown improvement earlier this year but reversed course
recently with the Flash survey showing early signs of contraction.

Industry Composition: The survey's findings are driven by a sample heavily weighted toward
industrial goods producers (81%), including companies involved in capital goods, chemicals, and
various tech sectors, while consumer goods represent a smaller segment (19%).

Additional Key takes:

« Impact of Energy Markets: Continuous tightening in energy resources poses challenges to
production levels across industries, particularly affecting manufacturing outputs.

o Forward-looking Concerns: With declining sales metrics, the outlook for the coming months may
warrant caution, especially for sectors tied closely to industrial activity.

o Macro Environment Implications: While this month's results indicate a softening, the year-to-date
performance still suggests potential for recovery if conditions stabilize.
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China Sales Survey

China Sales Survey Increases Following Moderation

The recent China Sales Survey indicates a slight uptick in sales sentiment, moving from 31.0 to 31.5,
signifying improved activity among manufacturers. However, broader conditions remain mixed and
warrant cautious optimism.

Survey Insights: The April figures showed volatility, with earlier drops in both the CSDI and
manufacturing PMI, reflecting continued uncertainty in the market.

Manufacturing Activity: Despite the fluctuations, manufacturing performance has brightened
somewhat, as indicated by an uptick in the PMI to 52.2 for April.

Additional Key takes:

o Sales Trends: The ongoing weakness in the sales figures reveals persistence in economic
headwinds.

e Sector Performance: The sample comprises 67% capital goods and heavy industry businesses,
with consumer goods making up the remaining share, influencing overall sales dynamics.

o Future Outlook: While the recent improvements are welcome, attention remains on whether they
can be sustained in light of broader economic conditions.
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Institutional Bond & Equity Managers Surveys

Evercore |S| Bond & Equity Mgrs. Surveys With May
Sector Allocation Survey Results

Recent survey results indicate a stable outlook among institutional managers, with bond portfolio
duration holding steady at 92.1, while credit exposure maintains at 53.9. Equity investors show some
cautious optimism, as their bullish/bearish sentiment slightly increased to 53.8 this past week,
suggesting a potentially favorable market view over the next six months.



Portfolio Management Sentiment: Advisors seem to be sticking to their strategies, as both bond
and equity duration figures remain unchanged. With the bond market sentiment holding flat at 51.0,
institutional managers reflect a neutral stance as the market grapples with ongoing macroeconomic
concerns.

Sector Allocation Shifts: Over the past month, there has been a noticeable shift towards cyclical
sectors, with increased allocations to consumer discretionary and real estate. Conversely, exposure
to healthcare, technology, financials, energy, and consumer staples has been reduced, indicating a
risk-on sentiment among long-only investors.

Additional Key Takes:

e Equity Investment Levels: The invested position among institutional equity managers remained
steady at 64.9, suggesting a stable yet cautious approach to equity investments.

« Overall Market Outlook: With bullish sentiment slightly improving, the outlook for equities appears
moderately optimistic, although managers remain wary of potential headwinds.

o Shifts in Defensive Sectors: Defensive sectors such as healthcare and consumer staples have
seen reduced interest. This could signal a waning confidence in these traditionally stable investments
as cyclical sectors gain traction.
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Economics & Central Banking Strategy

CORE PCE, DRAFT IRAN DEAL, DAMP CONSUMER
HELP FED HOLD FOR NOW

Core PCE inflation showed a modest improvement at 0.24% month-on-month, signaling mixed
consumer stability. The combination of a draft US-Iran deal and dwindling savings among consumers
underlines a complex backdrop that could keep the Fed in a holding pattern for the time being.
However, future prints are expected to maintain pressure on the central bank.

Inflation Dynamics: Despite the improvement in core PCE, year-on-year inflation remains a
concern at 3.3%, suggesting that the recent respite may be temporary. Consumer spending growth
is lagging behind inflation, amplifying concerns about overall economic health.

Federal Reserve Outlook: If the draft deal with Iran is finalized, it could provide additional
macroeconomic stability, supporting a sustained Fed hold. However, the durability of this hold will be
tested by upcoming signs of disinflation and the need for moderation in core inflation metrics.
Productivity and Interest Rates: NY Fed President Williams discussed the implications of rising
productivity driven by Al, noting its potential to push real rates higher in the long term. Although
initially perceived as a temporary change, the resulting disinflationary wedge between productivity
and wages may create a persistent impact.

Consumer Activity Trends: Real personal consumption growth fell to 0.1%, with a marked
slowdown in goods spending leading to a sharp decline in household savings rates. Weak
performance in durable goods, including vehicles and clothing, is amplifying concerns, while



spending in services showed slight resilience.
Key Observations:

e Core Goods Inflation: Core goods prices rose 0.3% month-on-month, indicating strength in some
areas despite overall infiation pressures.

« Income Growth Concerns: Total personal income growth was flat, significantly lower than
expectations, raising alarms about consumer spending power going forward.

e Savings Rate Decline: A 0.5% drop in real disposable income over the month points to ongoing
challenges for household finances.
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Consumer Staples Cos. Survey

Consumer Staples Cos. Survey Increases, Following Recent
Slowing.

o After dropping to its lowest level since 2014 in early 2026 amid winter weather, the Evercore ISI
Consumer Staples Cos. Sales Survey steadily increased throughout February and into early March. Since
then, the index slowed in April and May before increasing this week from 49.7 to 52.8 in our latest release.

e Pricing power has been challenging but moved higher in late 2025 and early 2026. This week the index
ticked down from 43.8 to 43.6
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Shopping Guide Cos. Survey

Shopping Guide Cos. Survey Pulls Back As The Overall
Environment Remains A Challenge

The latest insights from the Shopping Guide Cos. Survey indicate a slight pullback in advertising
sentiment, reflecting ongoing challenges for small businesses and local advertisers in the current
economic landscape. Recent holiday-related advertisements led to a modest boost in December, but
the survey has since stabilized and recently declined from 45.2 to 45.0, suggesting continued
uncertainty among respondents.

Current Ad Environment: Respondents have expressed ongoing hesitation to invest in ad space,
particularly among small businesses, auto dealers, and restaurants. The stabilizing survey results
highlight persistent challenges that could hinder advertising growth in 2026.

Sector-Specific Observations: While certain sectors, like real estate, are experiencing solid ad
sales, the overall declining trend in the survey underscores a broader need for improved economic
conditions to support increased advertising spending.



Additional Key takes:

« Consumer Spending Outlook: With sales revenue tracking from 21 national and regional
shopping guide companies indicating mixed signals, it's clear that economic pressures are weighing
heavily on consumer spending behavior.

o Future Projections: The survey results reflect broader trends in business sentiment, implying that
improving cash flows in small businesses will be critical to enhancing advertising expenditures
moving forward.
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House Price Survey

Evercore ISI House Price Survey Ticks Higher

The recent frends in urban housing markets indicate continued strength, reflecting a resurgence in
buyer activity. This is in contrast to suburban and rural markets that are seeing more mixed results,
with some signs of improvement in specific areas.

Urban Market Dynamics: Urban areas have shown a positive uptick, with the house price index
increasing from +2.9% to +3.0% recently due to some suburban gains. However, the suburban
markets are still facing challenges, demonstrating a need for better inventory levels to sustain
demand as 65% of agents report lower-than-normal inventory.

Buyer vs. Seller Market Conditions: Surveys indicate a shift towards a seller's market, evident in a
rise in respondents stating sellers have the upper hand. Specifically, 41% see existing homes
favoring sellers, a significant jump from previous months. Additionally, a notable 24% of agents
report elevated contingencies being waived, indicating greater competition among buyers.

Additional Key Takes:

e Contract Failures Declining: The share of contracts failing to close has improved to 34%, down
from 37% previously, hinting at better market stability.

« Financing Landscape: While financing remains better than normal, it is not as accessible as in
early 2026, suggesting potential headwinds for some buyers.

o Inventory Headwinds: Despite recent urban price increases, inventory continues to be a
significant obstacle, with many agents feeling constrained by lower stock levels.
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Auto Dealers Survey

Auto Dealers Survey Ticks Down

The latest Auto Dealers Survey indicates a slight dip in sentiment, reflecting a challenging
environment for sales. April's decent performance was impacted by seasonal distractions and overall
moderation in May, dropping from 50.5 to 50.4, which signals that consumer engagement may be
softening.

New & Used Vehicle Sales Trends: While used vehicle sales previously showed promise, the latest
metrics revealed a decrease from 51.3 to 51.0. This decline underscores ongoing challenges amidst
fluctuating supply and demand dynamics.

Financing Availability: A notable 62% of dealers reported that financing for new vehicle purchases
has become more difficult to secure, increasing from 42% in December. Yet, only 31% indicated a
rise in customers unable to buy due to financing issues, suggesting that while accessibility is
tightening, it's not completely prohibitive.

Maintenance & Repair Trends: There is increasing reports of customers deferring maintenance
and repairs, with a net +46% reflecting this trend. Dealers have noted that weather has played a role
in pulling parts and service sales back down to -17%, another sign of consumer constraint.
Inventories and Wholesaling: Inventories appear to be "a little too low" based on dealer feedback.
This follows a pattern of uncertainty in wholesaling used vehicles as demand shifts toward value-
driven choices.

Additional Key Takes:

« Expectations for Sales Growth: Despite current headwinds, 67% of dealers anticipate some
positive unit growth in 2026, which highlights potential resilience in the market.

e Parts & Service Revenue: Slower trends in parts and service revenue persist, illustrating a
comprehensive impact on dealer operations beyond new vehicle sales.

e Value Focus: There is a notable shift as dealers increasingly focus on retailing used vehicles
instead of wholesaling, indicating confidence in consumer value-seeking behavior.
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Employment Cos. Survey

Employment Cos. Survey Moderates For 4th Week After 2
Months Of Increase.



The recent Employment Cos. Survey reflected a slight decline after two months of improvements,
indicating cautious optimism within the labor market. Key metrics like temp employment and wage
pressure have shown signs of moderation, but sectors such as technology remain robust,
contributing positively to overall employment trends.

Employment Trends: The Employment Cos. Survey eased from 50.9 to 50.8 this week, with temp
employment dipping slightly to 54.6. This follows earlier peaks, emphasizing a mild pullback in
confidence. Manufacturing clients are still struggling with ongoing headwinds, while sectors like
technology-enabled services demonstrate resilience, often driven by expansions from foreign firms
here in the U.S.

Wage Pressure Insights: Wage growth expectations slightly improved, moving from a previous
forecast of -3% to +11% for the next 12 months. This shift may reflect increased confidence over
labor availability, which has remained stable after a long period of improvement. Hiring in IT
continues to be stable amid more selective hiring practices, particularly in manufacturing.

Additional Key Takes:

e Concerns Impacting Hiring: Tariffs, government cuts, and broader macroeconomic conditions are
causing hesitance among clients in hiring.

o Sector Performance Variability: Consumer goods and agriculture are seeing improved activity
levels, contrasting with the sluggish manufacturing sector.

o Internship Placements: Encouraging trends in college internship placements indicate a positive
outlook for future talent pipelines.
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Manufacturing & Chemical Cos. Survey

Manufacturing & Chemical Cos. Surveys: Mfg. Increases,
While Chemical Pulls Back

The Manufacturing and Chemical Cos. Surveys show a mixed picture, with domestic manufacturing
activity improving while chemicals face a downturn. The Manufacturing Cos. Survey saw domestic
orders increase slightly, hinting at resilience, whereas the Chemical Cos. Survey's decline signals
potential challenges ahead.

Manufacturing Survey Insights: Domestic orders bounced back to 50.3, indicating stability, while
foreign activity remained steady at 44.6. This suggests that local demand is holding up, potentially
fueled by recent economic measures. However, pricing power remains unchanged at 47.5, indicating
a cautious market environment where manufacturers are facing headwinds in passing on costs to
consumers.

Chemical Sector Trends: The Chemical Cos. Survey slipped from 35.5 to 33.0, marking three
consecutive declines. This downtrend is particularly concerning as the U.S. component of the survey



dropped from 42.0 to 41.5, indicating weakening demand and pricing conditions could be setting the
stage for tighter margins among chemical producers.

Additional Key Takes:

o Manufacturing Recovery: The recent uptick in manufacturing may signal a sustainable recovery
cycle, at least domestically.

» Pricing Power Stagnation: The unchanged pricing power reflects ongoing pressures, preventing
manufacturers from increasing prices despite cost inflation.

o« Chemical Industry Vulnerability: Persistent declines in the chemical sector could indicate a
broader economic slowdown affecting industrial applications.
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Restaurants Survey

Restaurants Survey Improves In Late May

The recent uptick in the Restaurants Survey, climbing from 53.0 to 55.5, signals a possible recovery
in consumer dining trends. Overall sales dynamics have shown volatility this year, yet the prevailing
sentiment is more optimistic compared to last year. Marketing strategies seem to have positively
impacted sales previously, although recent adjustments suggest a reactive consumer landscape
focused on value amidst a competitive backdrop.

Sales Trends: Sales figures have been inconsistent in 2026, but the latest surge could indicate
improving consumer confidence. It's noteworthy that participants in the survey have linked recent
sales slowdowns to rising gas prices, highlighting how macroeconomic factors are influencing
consumer behavior.

Consumer Spending Behavior: Consumers are increasingly selective in their dining choices,
emphasizing value and timing, influenced by ongoing geopolitical issues and economic pressures.
These trends suggest that while there may be opportunities for growth, significant headwinds remain
that could dampen spending.

Additional Key takes:

« Choppy Sales in 2026: Despite fluctuations, the overall sales trend is improving relative to last
year, reflecting strategic marketing efforts by restaurants.

« Impact of Gas Prices: The correlation between increased gas prices and consumer spending
serves as a critical factor for the industry, warranting close attention in the coming months.

¢ Competitive Landscape: The current market is highly competitive, which could create both
challenges and opportunities for restaurants to differentiate themselves through pricing and service.
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Daily Macro Comment Report

e IRAN WAR / JAPAN - UEDA SIGNALS NO APRIL HIKE: Bank of Japan
governor Ueda has on our read signaled that the BoJ is likely not going to hike rates
as previously planned at its meeting this month in spite of domestic data that to date
has generally held up well. We now expect a “hawkish hold” in which the BoJ will
underline that it continues to expect that it will likely be appropriate to raise rates
further once uncertainty around US-Iran moderates and is targeting June / July for
the next move. (Krishna Guha)

o Perfection Amid Chaos — On 1Q26 Earnings Season: Reasons for Optimism
after YTD Chaos. U.S./Iran ceasefire sets stage for extreme Bearish hedging unwind.
Track record of Mar/Apr market turns. Robust Revisions point to strong 1Q and 2026
EPS. n Buy “Stocks for Stability” EVR IS| analyst top picks, “Dogs of War” at P/E
discount to Pandemic troughs. Focus on stocks with Double Beats in all 8 past
quarters. Incl O/P rated MSFT, MS, BKNG. n Short/Hedge covering will lift SPX to
7,000 in 2Q; Earnings Drive Stocks to SPX 7,750 by YE 2026. (Julian Emanuel)

o Inflation Wave From QOil Arrives, Consumer Looking Weaker: The surge in
gasoline prices has hit consumer price inflation, driving headline CPI inflation up to
+3.1%. Gasoline accounted for three-fourths of the overall increase in CPI this
month. We are also seeing some cost pressures from Al capex spilling over into
consumer prices, particularly in computers and related software. But under the
hood there is encouraging news on underlying inflation. Services inflation, which had
looked sticky, is looking better. Core services ex housing stepped down this month to
+0.18% m/m. Plus, longer term inflation expectations are so far well-behaved. Of
course, this is still early in the inflation shock. Consumer spending in 1Q is turning
out to be weaker than expected. With another downward revision to 4Q GDP growth
and a weak Feb report, this suggests less momentum in consumption going into the
Iran shock as well as less looking forward. Consumer sentiment plunged to an all-
time low. We updated our work and now estimate that the gasoline “tax” could offset
almost 50% of the BBB stimulus. (Krishna Guha)

o Trump Responds to No Deal in Islamabad with Naval Blockade of Strait,
Setting Up High-Risk Days Ahead—But Neither Side Ruling Out Additional
Dialogue: The U.S.-Iran talks in Islamabad over the weekend ended largely in line
with our expectations of no deal (link), and President Trump has responded by
announcing a U.S. naval blockade of the Strait of Hormuz aimed at preventing



Iranian oil or tankers that pay a toll to Iran from reaching the market. These
developments underscore that the: U.S. and Iran are headed for a prolonged period
of elevated tensions which are managed to a limited extent by dialogue rather than a
clean resolution (link). The announcement of the blockade will likely weigh on
markets in the near-term as potential encounters between the U.S. Navy and Iran-
linked vessels now might cause a flare-up that ends the fledgling ceasefire. (Sarah
Bianchi)

e Morning Thought: The failure of the Mideast cease fire talks is weighing down
global capital markets over the weekend. The U.S. blockade of Iranian exports will go
in effect at 10:00 this morning Treasury yields are higher over the weekend. The 10-
year yield is at 4.334%. The yield curve is little changed. Other major developed
global sovereign yields are higher too. The gold and bitcoin are lower, while oil
jumped. The dollar has changed little. Not surprisingly U.S. credit spreads edged
lower on Friday. Germany (and many other countries) will institute $1.9 billion in fuel
price relief. ltalian sovereign debt sentiment is deteriorating. (Stan Shipley)

Stan Shipley, Stan.Shipley@EvercorelSl.com 212-446-9474

Macro Research Today
Economics & Central Banking Strategy

IRAN WAR / JAPAN — UEDA SIGNALS NO
APRIL HIKE

BoJ set to hold in April as geopolitical risk trumps domestic strength; "hawkish hold"
now base case with rate hike likely pushed to June/July. Cautious tone from Ueda
reflects the Bank's wariness of hiking into a potential US-Iran escalation, despite
constructive domestic data and wage gains.

Geopolitical Uncertainty Takes Center Stage: Ueda's remarks, relayed by Himino,
make clear the Bank is prioritizing "lingering uncertainty over the Middle East
situation" over recent positive local data, with the risk of renewed US-Iran conflict and
energy market disruption driving a wait-and-see approach.

Domestic Backdrop Remains Supportive: Underlying inflation is still on track for
the 2% target, with solid wage settlements and a gradual recovery. Tankan, Sakura,
and Shunto updates all point to continued normalization, and companies are seen as
better able to manage import cost pressures than in the past.

Energy Shock Cuts Both Ways: Ueda's two-sided assessment: higher oil could
both raise and lower underlying inflation, depending on how the output gap and
expectations evolve. There's concern about supply chain impact if the Middle East



war drags on, but also potential for inflation expectations to firm if energy costs
persist.

Yen Weakness No Longer a Hard Red Line: Y160 isn't the "absolute red line" it
once was, given the changing nature of Japan's terms of trade and the asymmetric
impact of energy shocks.

Additional Key takes:

o Policy Board Was Split Pre-Weekend: Confidence for an April hike was tentative
and likely contingent on a positive turn in US-Iran talks-which didn't materialize.

o "Hawkish Hold" Expected: Assuming no further escalation, the Bank will likely
signal readiness to resume hikes once uncertainty moderates, targeting June/July for

the next move.

e Communication Strategy: Look for emphasis on data-dependent forward
guidance and close monitoring of global risks, rather than a shift in the underlying
domestic narrative.

o External vs. Internal Drivers: Near-term policy is being dictated much more by
external risk (war, energy) than by domestic macro signals, a notable pivot for the

BoJ.
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Equity Strategy

Perfection Amid Chaos — On 1Q26 Earnings
Season: Top of the Market's Mind

Robust earnings resilience and a historic unwind of bearish hedges are setting the
stage for a surprisingly strong 1Q26 and a path toward new SPX highs, even as the
market digests a year that's been anything but perfect. "Stocks for Stability" and
"Dogs of War" (including MSFT, MS, BKNG) are the standout picks, with a focus on
names that have delivered double beats for eight straight quarters.

Chaos and Perfection-A Market in Flux: 2026 YTD has been a test-Al disruption,
credit scares, wild swings in precious metals, government shutdowns, and real
geopolitical conflict have kept investors on edge. But the recent U.S./Iran ceasefire,
with oil dropping and extreme bearish hedges being unwound, has catalyzed a



powerful rally reminiscent of past March/April inflections. Forward returns after
vol/geopolitical spikes have been double-digit positive 12 months out.

Earnings-The Real Driver: Despite the oil shock, 1Q26 earnings are shaping up to
be robust, with SPX 2026 consensus EPS revised up from $312 to $320 (+17% YoY
consensus; +11% house view). This is not just about Energy (up 26%), but also Info
Tech (+40%) and Materials (+28%). Years with 10%+ EPS growth have historically
produced 13% average SPX gains, up 10 of 11 times since 1996.

Guidance Games-Investors Won't Get Fooled Again: Companies are likely to use
oil volatility as cover for conservative or withdrawn guidance (just like during the 2025
tariff drama), but the lesson from last year is that estimate cuts don't always mean
stock pressure-especially with the current strong earnings trajectory.

Where to Hide-Stability and Value in Chaos: The playbook: tilt toward "Stocks for
Stability" and "Dogs of War" trading below pandemic trough P/Es, especially those
with a perfect record of double beats (EPS & sales) over the last eight quarters. Tech
is now "value" with NDX trading at its lowest P/E premium to SPX post-pandemic.
MSFT, MS, and BKNG stand out with both high short interest and a proven track
record.

Catalysts and Macro Backdrop: Short/hedge covering and earnings momentum are
expected to push SPX to 7,000 in 2Q and 7,750 by YE 2026. Credit spreads have
tightened back to 2H25 ranges, signaling low recession risk and contained tech
stress. The labor market remains fragile but stable, with the expectation that
unemployment will hold steady, barring a deeper energy shock.

Additional Key takes:

o Bearish Positioning Unwind: Investors came into March heavily hedged; the
ceasefire and oil drop triggered a major squeeze, with more fuel left for upside as
hedges are unwound.

e Sector Leadership: Energy, Info Tech, and Materials are driving the EPS revision
wave. Tech, often seen as stretched, is now attractively valued vs. the broader
market.

e Short Interest as a Tailwind: Names like MSFT, MS, and BKNG-each with two-
year high short interest-could see outsized moves as shorts are forced to cover into
positive prints.

e Macro Risks Remain: Inflation and affordability fears haven't disappeared-
persistent $4/gal gasoline and food inflation are still a threat if supply shocks return.
o Financials-Not All Bad News: While the broad sector has lagged, large banks
have held up and regional banks are higher YTD, suggesting credit contagion is not
spreading.

e India-Growth Without Equity Outperformance: Despite robust macro, Indian
equities have lagged global peers and remain vulnerable to global energy shocks
and IT services volatility.
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Weekly Economic Report

Inflation Wave From Oil Arrives, Consumer
Looking Weaker

Headline inflation just got a jolt from gasoline, with March CPI up +0.9% m/m and
energy alone accounting for three-fourths of the move. Underlying inflation is actually
a bit tamer, but the consumer is clearly feeling the pinch-sentiment just hit an all-time
low and real spending is losing momentum. Investment and capex are still holding up,
but the near-term consumer picture is definitely wobblier than it looked a month ago.

Inflation Pulse: The oil shock is front and center-gasoline prices up +21% in March
drove the big CPI print. Short-term consumer inflation expectations jumped +100bp to
4.8%. That's a lot, but longer-term expectations are still anchored, which is a positive.
Core Trends: Core CPI (+0.2%) and core services ex-housing (+0.2%) both came in
better than feared. Services inflation looks less sticky this month, and the "supercore”
(core services ex-housing) stepped down to +0.18% m/m.

Consumer Weakness: Real spending is underwhelming (+0.1% m/m), and
sentiment just set a new record low. Downward revisions to Q4 GDP and weak Feb
data mean less momentum heading into the current oil shock.

"Oil Tax" vs. Stimulus: The gasoline "tax" is now offsetting almost half the benefit
from the One Big Beautiful Bill tax cuts. If prices hold, the lower 50% of households
will feel it most.

Capex and Profits: Q4 corporate profits soared +28% g/q a.r. (+10% yl/y).
Nondefense cap goods ex-aircraft orders and shipments are still rising, pointing to
resilience in investment and manufacturing-even if the data is a bit stale post-Iran.

Additional Key takes:

e Labor Market: Initial claims ticked up but remain low at 219k. The labor market is
stabilizing, but at a softer level-almost zero net payroll gains, with both low hiring and
firing.

e Wages & Income: Wages and salaries up just +0.2% m/m, with real disposable
income down -0.5%. The consumer cushion is getting thinner.

e Al Capex Spillover: Computer software & accessories prices are rising, likely
reflecting Al capex. Tiny in CPI, but more meaningful in PCE (1.1% of index as of
Feb).

e Supply Chains: ISM services PMI input prices surged nearly +8pp in March as
energy costs spiked. GSCPI (supply chain pressure) ticked up, but is still well below
pandemic highs.

o GDP Outlook: Current tracking for 4Q/4Q real GDP is +2.2% y/y (down from
+2.8% pre-war), assuming the ceasefire holds. Strong investment tailwinds vs.



meaningful consumer headwinds.

o Tax Refunds: IRS data shows refunds are about $350 higher than last year, but
rising gas prices are eating into that benefit fast.

o Shelter/OER: Shelter OER rose +0.3% m/m in March. Expect a bigger jump in
April as the survey rolls over from the missed Oct report during the 2025 shutdown.

Krishna Guha
202-872-5260
Krishna.Guha@evercoreisi.com

Political Analysis

Trump Responds to No Deal in Islamabad with
Naval Blockade of Strait, Setting Up High-Risk
Days Ahead—But Neither Side Ruling Out
Additional Dialogue

Naval blockade of the Strait of Hormuz marks a clear escalation following the
expected stalemate in Islamabad, setting up a period of heightened risk and volatility-
though both sides still leave the door open to further talks. Markets likely to remain on
edge as the situation evolves, with attention shifting to any signs of de-escalation or
additional dialogue.

Strait Blockade and Market Tensions: The U.S. move to block Iranian oil flows
through Hormuz is a significant step up in pressure, introducing new risks of direct
confrontation and likely weighing on risk assets in the near term.

Dialogue Not Off the Table: Despite the saber-rattling, neither side is fully closing
off the prospect of renewed discussions, suggesting that escalation is still being used
as leverage rather than a prelude to all-out conflict.

Negotiation Dynamics: Vice President Vance's hardline rhetoric post-Islamabad is a
short-term negative for sentiment, though it's seen as part of a broader negotiating
playbook rather than a signal of imminent breakdown.

Focus of Talks: Core sticking points remain: Iran's nuclear program, sanctions relief,
and the status of the Strait. These are tough but not impossible to bridge, whereas
issues like proxies and regional military presence are likely to remain unresolved and
keep tensions simmering.

Strait Operations and Risk of Incident: U.S. Navy mine-clearing operations are



underway, with more assets expected. While successful clearance would help restore
confidence, the risk of Iranian interference remains a persistent threat to stability in
the Strait.

Israel-Lebanon Dynamics: Israel continues its campaign against Hezbollah,
operating outside the Iran ceasefire. Direct talks between Israel and Lebanon in
Washington are notable, but Netanyahu's domestic pressures and alignment
concerns with the U.S. could limit flexibility at the table.

Additional Key takes:

« Near-term Volatility: Blockade and risk of naval confrontation likely to keep oil and
broader markets jumpy until there's more clarity on next steps or a credible path back
to talks emerges.

o Strategic Posturing: Despite the optics, the underlying view is that Trump is still
aiming to avoid a slide into open conflict, using escalation as a tool to force
engagement rather than as an end in itself.

o Ceasefire Fragility: Ceasefire in the Strait remains fragile, with both operational
and political risks that could quickly reignite tensions if mismanaged.

e Regional Complexity: Multiple unresolved issues-especially those tied to proxies
and military postures-mean that even best-case scenarios don't offer a clean
resolution, keeping the risk premium elevated for now.
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Capital Markets Chronicle

Morning Thought

Geopolitics and a lack of progress in Mideast ceasefire talks have left global markets
on edge to start the week, with risk assets under pressure and Treasury yields
climbing. Key U.S. data this week-PPI, existing home sales, regional Fed surveys,
and industrial production-are all second-tier, but could still nudge sentiment,
especially with energy-driven inflation in focus.

Inflation Watch: PPl is expected to pop in March, mostly on energy, but the real
signal will come from the core strips (ex-food/energy and ex-food/energy/trade).
These are the numbers to watch for any surprises that might move the Fed needle.



Housing Market Pulse: Existing home sales probably saw a bump last month, but
overall, the spring selling season has been sluggish. Buyers and sellers alike seem to
be waiting for more clarity on rates and affordability.

Industrial Activity: Industrial production likely outperformed consensus, hinting at
some underlying resilience in the manufacturing sector despite broader macro
headwinds.

Central Bank Chatter: Chicago Fed President and Fed Governor Barr are both on
deck to speak, but expectations are for little in the way of policy fireworks.

Global Macro: Canadian housing and the UK visible trade balance are both
expected to deteriorate, adding to the cautious tone overseas.

Additional Key takes:

o Rates & Credit: Treasury yields are up (10-year at 4.33%), with the curve steady
but global sovereign yields also moving higher. U.S. credit spreads edged tighter
Friday, but the overall risk backdrop is less constructive to kick off the week.

o Commodities: Oil is rallying on the U.S. blockade of Iranian exports, while gold
and bitcoin are both lower-suggesting a rotation in safe haven flows.

e FX & Policy: Dollar is little changed, but European policy action is in focus, with
Germany and others pushing $1.9 billion in fuel price relief. Italian sovereign
sentiment is turning more negative.
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Daily Economic Report

Weak Demand For Existing Homes

Existing home sales dropped -3.6% m/m in Mar as mtg rates climbed higher. Affordability remains a
constraint, though inventory has steadily improved from its 2023 lows. Prices improved +0.5% m/m;
the level of prices has flattened recently. With a softer labor market, mtg rates back over 6.30%,
and declining consumer sentiment, the housing market looks unlikely to improve in Apr.
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China Research

China ‘Sat Nite’ — Reflation, Services, Iran War,
Taiwan, DPRK

Top-level service sector focus signals policy tailwinds ahead, but consumption and
manufacturing data remain a mixed bag. Geopolitical frictions are reshaping export
dynamics and Beijing's foreign policy calculus. Recent data and events point to a
more nuanced outlook than headlines suggest.

Services get a front-row seat: Beijing's highest-level conference yet on the service
sector signals a clear shift in policy priority-think more targeted support and a likely
bright spot for growth into 2026 and beyond. The sector's now 58% of GDP, up from
36% in 2012, and should see more action from policymakers as they look for new
growth levers.

Tourism spending: more trips, less wallet: Despite a bump in trip numbers over
the Tomb Sweeping holiday, per-trip spending actually fell again, echoing Chinese
New Year weakness. Inbound tourism is growing fast (thanks to looser visa rules),
but it's still a drop in the bucket compared to domestic travel. The urgency to boost
consumption is showing up in more relaxed entry policies.

Producer prices: optics vs. reality: PPI turned positive for the first time in 41
months, but this is more about an energy shock from the Iran war than any real
demand recovery. If Middle East tensions ease, PPI could slip back into the red. No
real case for a monetary policy shift here.

Iran conflict flips the script for green exports: China's NEV exports soared 140%
yly in March, offsetting weak domestic sales and helping the auto sector punch above
its weight in exports. The Iran war has nudged buyers and governments alike toward
electrification, and China's supply chain is well-placed to ride this tailwind.
China-Russia: united front, different motives: Vetoing the Hormuz resolution at
the UN looked coordinated, but motivations diverged-Moscow benefits from the
closure, while Beijing's main concern is avoiding escalation that could force it to pick
sides.

China-North Korea: engagement heats up: Resumption of flights and high-level
visits hint at Pyongyang's gradual reopening. Several scenarios are in play-Xi may be
leveraging Kim ahead of a Trump summit, or Beijing could be facilitating dialogue as
a transactional favor. A Xi-Kim meeting before Trump's Beijing trip looks increasingly
likely.



Taiwan cross-straits politics: pragmatic moves: Xi's meeting with KMT's Cheng
Li-wun is all about political utility. For Xi, it's a way to reinforce peaceful engagement
narratives and slow DPP's defense push; for Cheng, it's a shot at boosting her
standing within the KMT, despite internal resistance.

Additional Key takes:

e Service sector in the spotlight: Policy support for services is set to intensify, with
growth momentum likely to outpace other sectors in the coming years.

e Consumption remains a concern: Stagnant per-trip spending highlights the need
for stronger demand-side measures, especially if tourism is to be a meaningful
growth driver.

o NEV exports cushion domestic softness: March export surge more than made
up for weak home sales, showing just how critical global demand is for the sector.

o PPl bounce is fragile: The positive print is more about energy prices than real
economic momentum-don't expect a policy pivot on this alone.

e Geopolitics shaping trade and diplomacy: Beijing's balancing act in the Gulf and
on the Korean peninsula underscores its preference for stability and leverage, not
escalation.
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Eco Data Outlook

Between the Numbers

Core inflation signals next week should stay contained, but headline PPI will pop on
energy-won't likely change the Fed's tone unless core also surprises. Regional Fed
surveys, existing home sales, and industrial production all get their moment in the
sun, but none look poised to meaningfully shift the macro narrative.

Inflation pulse: Headline PPI likely jumps in March on energy, but core readings (ex
food/energy and ex food/energy/trade) are the real focus and should remain
subdued-no alarm bells for now.

Spring housing: Despite a modest uptick in March, existing home sales remain well
below demographic demand. The spring selling season has been soft, with mortgage
apps and pending sales stuck in a rut.



Industrial production: March likely saw a solid gain, but probably not as strong as
consensus expects. Still, a step in the right direction for manufacturing activity.

Labor market: Unemployment claims are expected to tick down to 215K after last
week's wobble. The overall range-bound trend since 2022 remains intact, with no real
sign of labor market stress.

Consumer sentiment: High retail gasoline prices are dragging on consumer mood,
and if they stick around into driving season, the risk to spending rises. So far, though,
the hit hasn't shown up in broader consumption data.

International watch: Canadian housing starts and U.K. visible trade balance both
likely to disappoint, adding to global growth headwinds.

Additional Key takes:

e Headline inflation vs. core: Energy-driven headline PPI surge is less relevant to
policy than the stickier core measures, which are expected to stay tame.

o Housing: Even with a March bounce, demand is still well below what
demographics would suggest-supply constraints and affordability issues linger.

e Labor: Claims volatility last week spooked markets, but the underlying trend
remains steady-no meaningful sign of cracks yet.

e Consumer risk: The real channel to watch is consumer spending if gas prices
remain elevated; sentiment has already taken a hit, but spending hasn't rolled over.
e Overseas: Both Canada and the U.K. are flashing weaker signals, which could
amplify concerns about global demand as we move into Q2.
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Company Survey Report

Company Surveys Strengthen To 52.2, Just
Below 2-Yr. High.

Company Surveys ticked up again to 52.2, just shy of recent highs, with consumer-facing sectors

showing real momentum. Retailers and restaurants both saw standout weeks, while the
overall survey average remains comfortably above levels associated with recession
risk.

Consumer activity: Retailers posted their best sales since September '22, up sharply on the



back of holiday spending, improved weather, and higher tax refunds. Restaurants also notched a
solid gain, with new marketing and the holiday giving sales a boost.

Business spending & employment: Cap goods demand is trending higher and C&I lending
is picking up. Employment activity is stabilizing, with temp-to-perm conversions improving (albeit at
a slower pace), and the employment survey at its highest since last August.

Autos & airlines: Auto dealers and airlines softened after strong March data, with some
normalization post-weather disruption and earlier surges in bookings.

State tax receipts: March saw a notable improvement in state tax collections, confirming solid
nominal activity and a rebound from February's weather-driven dip.

Investor sentiment (Flash Survey): Most investors expect an extension of the Strait of
Hormuz ceasefire, though nearly half see Iranian control persisting into May. 60% see the next 10%
S&P move as up, but oil bullishness has faded modestly since March. Geopolitical conflict remains
the top risk, with inflation concerns rising and credit fears easing a bit.

Additional Key takes:

o Retail & restaurant sales: Both categories are seeing broad-based strength,
especially in discretionary and staples during the holiday week, with some expected
normalization ahead.

e Employment trends: Temp employment is stabilizing, and conversion to permanent
roles is improving, though at a more measured pace than last quarter.

o Industrial activity: Cap goods are a bright spot, but manufacturing remains a bit soft.
Trucking continues to grind higher, led by TL carriers.

o Macro pulse: Company surveys remain comfortably above recessionary levels, with
breadth still positive on an 8-week average.

e Investor positioning: Sentiment is constructive but not euphoric, with geopolitical risk
still front of mind and a modest pullback in oil bullishness.

Oscar Sloterbeck
212-446-9423
Oscar.Sloterbeck@evercoreisi.com

Weekly Survey Charts

Weekly Company Survey Charts

Broad improvement across most U.S. consumer and industrial surveys to start April,
with retail, restaurants, and shipping notably stronger, while China and Europe
remain persistently soft. Airline and trucking momentum faded a bit after recent



surges, and housing data continues to show uneven footing between new and
existing markets.

Consumer Pulse: Retailers posted their strongest sales since late 2022, up sharply
on the back of holiday demand, tax refunds, and better weather. Restaurants also
saw a sizable jump, with consumers picking spots and timing carefully but showing
more willingness to spend around events and promotions. Used vehicles remain a
bright spot at auto dealers, even as new car sales and financing availability tighten.
Consumer staples cooled a touch but are still holding up, with some trade-down to
value and private label.

Housing & Real Estate: Spring selling season for new homes is described as "a little
slow," but better than last summer. Public homebuilders hold up better than privates.
Inventory of existing homes remains tight, with 65% of agents reporting lower-than-
normal supply. Mortgage access is still better than normal, but not quite as easy as
early in the year. House price gains are strongest in suburban and rural markets, and
the share of contracts failing to close is trending down from last year's highs.
Industrial & Transport: Shipping and air cargo both improved, with shipping at a
multi-month high thanks to dry bulk strength, and air cargo benefitting from trade
route shifts and successful price increases. Trucking demand ticked higher, led by
truckload, and the broad transport index is up on better activity across the board.
Airlines gave back some recent gains as booking strength normalized post-
holiday/conflict, and higher fuel costs remain a headwind.

Employment & Wages: Hiring activity is steady, with temp employment showing
more resilience than permanent placement. Wage pressure has softened slightly, and
labor availability is improving, helped by easing immigration policy impacts.
Conversion of temp to perm remains healthy, signaling underlying confidence, but
clients remain selective and strategic in hiring, especially around Al and automation
roles.

Macro & Policy: State tax receipts rebounded, led by corporate and sales taxes.
Minimum wage hikes across 23 states and D.C. are set to lift base pay further in
2026, mostly inflation-linked but with a few outsized jumps.

International: China sales surveys remain stuck at weak levels, giving back early-
year progress as both tech and chemicals slow. Europe is also soft, but holding
steady after recent improvement, with most strength in industrials.

Market Positioning & Sentiment: Hedge funds and long-onlys slightly increased net
exposures, with a tilt back toward defensive sectors after a cyclical push earlier in the
year. Investor sentiment is more bullish on the next 10% move in the S&P 500 (60%
see it higher), but geopolitical/military conflict is still the top risk, followed by inflation.
Oil price expectations are mixed, with a slim majority seeing the next move as higher.

Additional Key takes:

e Dental demand: Purchase intent for dental equipment ticked up from cycle lows,
with intraoral scanners seeing the most interest. Dentists are optimistic on patient
base and practice growth, but cite staffing and recession risk as concerns.

o Auto aftermarket: Order levels remain solid, especially for maintenance and
failure parts, and promotions are still below normal. Retailer channel is outpacing


















































































































































































































































































































