reflected in how both banks gauge energy price shocks, with the eurozone facing a
greater burden.

ECB Signaling Theory: The ECB's strategy utilizes short-term surveys of public
expectations, aiming for small hikes that increase credibility and temper inflationary
behavior. Their theory hinges on the notion that limited action can still yield significant
influence on inflation dynamics.

Fed's Approach to Restraint: In contrast, the Fed's skepticism about the
effectiveness of nuanced hikes leads to a more evidence-based strategy focused on
meaningful policy adjustments. This implies that they view substantial hikes as
essential for managing inflation in a sustainable manner.

Additional Key takes:

« Inflation Expectations: Differing legal mandates influence the Fed's direct
approach to balancing employment and inflation, whereas the ECB indirectly
considers growth risks.

o Market Sentiment: Current market pricing reflects anticipation of at least two Fed
hikes, potentially adjusting expectations if new inflation shocks from energy costs
emerge.
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Economics & Central Banking Strategy

ECB HIKES RATES, NO SIGN OF FOLLOW-ON
JULY MOVE

The ECB's latest rate hike aligns with expectations, reflecting an adjustment in
inflation and growth projections. Key adjustments indicate an increased concern
regarding inflationary pressures, influenced significantly by energy costs, while
growth estimates have been moderated.

Interest Rate Movement: The recent increase in the deposit rate from 2% to 2.25%
highlights a proactive stance. Even though the Council's emphasis on being data-
dependent implies uncertainty, it rules out any imminent July follow-up move, as the
commitment remains to evaluate evolving economic conditions.



Economic Projections: Revised projections depict a tilt towards a hawkish view,
with inflation forecasts now seeing sustained indirect impacts from energy prices
through 2027 and even 2028. The natural gas market being closer to earlier
expectations suggests that energy prices may not accelerate inflation as sharply as
feared.

Additional Key takes:

o July Outlook: Market expectations of a July hike should be tempered, as signals
indicate a likelihood of further evaluation before any new increases are confirmed.
o Future Decisions: September remains a more probable timeline for subsequent
rate adjustments, contingent upon upcoming economic data.

» Slow Reaction to Rises: Growth considerations will play a crucial role in future
policy decisions, highlighting the importance of market reactions over strict
adherence to projected paths.
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Daily Economic Report

PPl Hot and Boosts PCE Inflation

PPI data showed a surprising uptick, raising concerns about PCE inflation. While
trade services saw a decline of -1.1% month-over-month in May, the PPI for food and
airline services recorded notable increases of +2.5% and +0.6%, respectively. This
divergence indicates the potential for inflationary pressures in specific sectors,
despite an overall moderation in tariff passthrough impacts.

Trade Services Dynamics: The recent fall in trade services reflects a broader
adjustment, suggesting that earlier inflationary trends may be cooling. This could
influence consumer behavior and spending.

PPI and Inflation Outlook: The sharp increases in food and airline PPI can add to
the PCE inflation narrative, potentially complicating the central bank's assessment of
monetary policy going forward.

Additional Key Takes:



o Initial Jobless Claims: Claims crept up to 229K, still reflective of a relatively
stable labor market, though the rise could signal cautiousness among employers.
o PCE Implications: Rising prices in essential services could lead to sustained
inflation, prompting strategic adjustments in portfolio allocations.
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Political Analysis

U.S./Iran Air Attacks Intensify, but Remain
Calibrated Signaling Intent to Resume
Negotiations

Tensions between the U.S. and Iran have escalated, yet both sides remain intent on
avoiding all-out conflict while keeping the door open for negotiations. The latest
military activity following a U.S. helicopter downing reflects a careful balance,
suggesting both parties are cautious not to push matters beyond control.

Military Escalation: The increased kinetic activity represents the most serious
challenge to the current ceasefire, though Iran's response is notably less aggressive
compared to earlier months. This measured approach indicates a mutual
understanding of the stakes involved, as U.S. Central Command has labeled its
recent strikes as defensive.

Diplomatic Signals: While President Trump has reiterated threats of further military
action, his actions suggest a preference for a diplomatic resolution. Negotiators from
Qatar and Pakistan remain engaged, signaling that discussions continue despite
recent confrontations. Incremental progress in commercial traffic through the Strait of
Hormuz is also being touted, although current tensions may temporarily hinder this
advancement.

Iranians' Strategic Calculations:

e Incremental Approach: Iran appears to be slowly progressing in negotiations,
using targeted escalations to bolster its position without pushing towards conflict.

e Culprit for Economic Struggles: The ongoing conflict provides cover for internal
economic issues, allowing the regime to deflect blame onto the U.S.



Regional Implications: The potential for instability on the Israel-Hezbollah front could
further complicate the ceasefire and the pathway to any agreements. Netanyahu's stance
suggests he may not disrupt any interim agreements Trump seeks, even if dissatisfied with
the terms.

Unresolved Challenges:

o Framework for Negotiations: Key details remain ambiguous, notably on
sanctions relief and nuclear obligations, which may lead to future disagreements if
not settled.

e Future Risks: As recent patterns show, unresolved issues can lead to medium-
term risks and potential flare-ups when diplomatic focus shifts.
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Capital Markets Chronicle

Morning Thought

Inflation continues to reign as today's primary macro theme, particularly as markets
react to the recent U.S. CPI data. Despite the notable rise in May's figures, the fixed
income market surfaced a more favorable reaction to the unexpected dip in core CPI,
which reflects greater underlying stability. The upcoming PPl release is anticipated to
reflect a strong headline, but expectations for core PPI are more subdued compared
to the core CPI's positive surprise. Additionally, a dip in unemployment claims is
likely, following last week's spike-a supporting sign as we approach a key 30-year
Treasury auction. Yesterday's solid 10-year Treasury auction, with yields surpassing
4.5%, has also helped stabilize market sentiment.

Fixed Income Market Insights: Treasury yields saw a slight decline today, with the
10-year yield dipping by 2bps to 2.520%. This trend mirrors a broader reduction in
yields across other major developed nations. Oil prices are retreating, while the dollar
is slightly down, allowing both bitcoin and gold to gain traction. Investment-grade
credit spreads held steady, yet there are signs of emerging tension in high-yield OAS
as cracks begin to show.

Monetary Policy Outlook: Canada decided to maintain its overnight rate at 2.25%.
Meanwhile, the EU fiscal board remains cautious about adjusting budget rules due to
the ongoing energy shock. Expectations are set for a potential tightening by Japan,



even as market participants navigate uncertainty surrounding BoJ leadership.
Notably, this period features a blackout on Fed speakers, leading to a quieter
landscape in U.S. monetary policy discussions.

Additional Key Takes:

o Unemployment Claims Forecast: Claims are projected to have decreased to
220K from last week's 225K, indicating a labor market still displaying resilience.

o PPl Expectations: The forecast calls for May's PPI to increase by 0.6%, with core
PPI flat at 0.3%, suggesting persistent inflation pressures.
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Utilities Cos. Survey

Utilities Cos. Survey: Capex Plans Hold Steady
At Its All-Time High

Capital spending plans in the utilities sector remain robust, holding steady at an all-
time high of 58.3. This stability is underpinned by consistent demand across
industrial, commercial, and residential segments. Energy demand reflects a similar
strength, with a sustained high of 46.5, indicating a favorable outlook for the sector as
we move forward.

Capital Spending Plans: The utilities sector is demonstrating remarkable investment
vigor, with capital expenditure expectations for the next 12 months unchanged at the
peak level reached last Fall. This is largely influenced by steady environmental,
transmission, and distribution spending.

Energy Demand Projections: Expected energy demand also remains strong at
46.5, mirroring the high levels seen previously. Notably, the industrial and commercial
sectors hold steady, suggesting a balanced recovery across energy consumption
sources.

Additional Key Takes:

o Future Capex Commitments: The consistency in capital spending forecasts



aligns with long-term infrastructure goals, indicating stability and readiness for future
demand increases.

e Sector Resilience: Overall indicators suggest resilience in the utilities industry,
making it a promising area for investors seeking growth amid broader economic
fluctuations.

¢ Demand Drivers: Stable demand from industrial, commercial, and residential
sectors provides a solid foundation for sustained capital inflows, further bolstering
sector confidence.
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Limousine Cos. Survey

Limousine Cos. Survey Improves, Helped By
Sporting Events Including The World Cup

The Limousine Survey is showing positive momentum, with a notable increase this
week, driven by a rebound in travel demand and the impact of upcoming sporting
events. Continued improvements following recent softness suggest a resilient
environment for transportation services, particularly amidst the challenges presented
by air travel disruptions.

Activity Trends: After an initial dip due to the Government shutdown and FAA
cancellations impacting Q4, the survey has rebounded in early 2026. The latest
reading rose from 53.4 to 53.9, reflecting a strengthened outlook for the sector.
Bookings Influence: The upcoming FIFA games are expected to bolster bookings,
enhancing sales for limousine operators as customer demand reflects rising
engagement in travel and entertainment.

Additional Key Takes:

e Survey Resilience: Seven of the last ten weeks have shown improvement,
signaling a recovery trajectory for the industry amid external pressures.

e Broader Implications: The Airlines Survey corroborates these trends, indicating a
similar uptick in travel service demand as the year progresses.
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Hedge Fund Managers Survey

Evercore |IS| Hedge Fund Survey With May
Sector Allocation Survey Results

The latest Hedge Fund Survey shows net exposure slightly decreased from 54 .4 to
54.2, indicating a generally stable outlook among managers. This follows a period of
increasing **gross exposure™”, which recently tapered from 52.6 to 52.5. Notably,
hedge fund managers have shifted their sector bets significantly, increasing
allocations in communication services, energy, healthcare, technology, consumer
staples, and discretionary sectors while reducing positions in materials, financials,
real estate, industrials, and utilities.

Net and Gross Exposure Trends: Despite a minor dip, net exposure continues to
reflect a positive sentiment, with a slight fluctuation in gross exposure suggesting a
cautious yet steady stance among fund managers.

Sector Allocations: The movement toward sectors like healthcare and technology
suggests managers are identifying growth opportunities, particularly as the economic
environment shifts. Energy and consumer discretionary sectors remain strong plays,
reflecting a favorable outlook.

Sector Reductions: The decreasing interest in utilities and industrials might indicate
concerns surrounding inflation and economic growth that could curtail performance in
those areas.

Additional Key Takes:

e Increased Safety in Picks: The current trend of reallocating into safer sectors can
help hedge funds navigate market uncertainties and protect portfolios.

o Market Watch: As fund managers adjust their exposures, staying informed on their
latest moves is crucial for anticipating market trends.

o Potential Contrarian Signals: With ongoing shifts in exposure, certain sectors
may present contrarian opportunities if market sentiment turns.
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Political Analysis

Early Signals from House Infrastructure Draft Are
Positive for Bridges, Highways and Negative for
EVs, Transit—But Likely Headed for Short-Term
Stopgap

The early signals from BA250 indicate promising developments for bridges and
highways, while raising concerns for EVs and transit funding. A bipartisan committee
has pushed forward this significant infrastructure draft, which aims to authorize $580
billion over five years, though a full reauthorization by September 30 appears
unlikely. A short-term extension seems more practical under tight legislative
timelines.

Bridge and Highway Funding Outlook: BA250 proposes a 67% increase in bridge
funding compared to IIJA levels and a modest 7% rise for highways. However, slow
spend-out rates from previous infrastructure allocations pose a challenge, with only
40% of IIJA funds having been spent after five years.

Challenges for Transit and EV Funding: Passenger rail and transit funding would
see cuts of 37% and 5%, respectively, which has already ignited pushback from
Senate Democrats. Additionally, BA250 introduces a fee of $130 annually for EVs
and $35 for hybrids, aimed at generating funds for the Highway Trust Fund, but this
measure has garnered mixed reactions and is likely to face hurdles in the Senate.

Short-Term Extension Likely: With the legislative calendar compressed and
unresolved divisions between the House and Senate, a short-term extension
maintaining FY26 funding is expected to minimize disruption. Failure to secure this
would revert core programs to pre-llJA levels, significantly impacting unfunded
projects.

SPENDING IMPLEMENTATION: The BA250 framework slightly shifts funding
towards formulas over competitive grants for infrastructure projects, which could
facilitate faster allocation of some resources, particularly for local bridge initiatives.

Key Insights:

o Structural Funding Issues: The proposed EV fee's revenue is insufficient to
address the long-term solvency of the Highway Trust Fund, which highlights ongoing



structural challenges.

o Potential for Legislative Adjustments: The pushback from Senate Democrats
regarding rail funding could lead to adjustments in the final legislation, depending on
negotiation outcomes.
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Apartment Cos. Survey

Apartment Cos. Survey Of Rents Ticks Down
Following Improvement

The latest Apartment Cos. Survey reflects a modest improvement in rent dynamics
this year, although the overall sentiment remains cautious. Recent trends indicate a
mixed outlook where traffic has shown signs of stabilization, while occupancy rates
have dipped slightly.

Rent Trends: Although the rent index experienced a minor decrease from 49.4 to
49.0 in the most recent check-in, it's important to note that this follows a period of
strengthening throughout the spring months. The traffic component increased from
52.0 to 53.0, suggesting improved engagement compared to last year, yet the
occupancy rate fell slightly from 52.8 to 52.6.

Supply Impact: The influence of new supply on rent growth has declined from a
recent high, moving from 65.0 to 63.3, reflecting emerging concerns among
participants about how new apartment availability might affect pricing. The "move out
to buy" index remains below normal levels but has seen a slight uptick from 42.0 to
42.8, indicating some potential recovery in buyer activity.

Additional Key takes:

e Regional Insights: California has emerged as the strongest region with regained
market share, while the Southeast continues to lag behind, showing more mixed
responses.

e Current Market Sentiment: Overall, the data underscores a need for careful
monitoring, as the trends suggest that while some segments show resilience, deeper
issues related to supply could temper rent growth in the near future.
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Air Cargo Cos. Survey

Air Cargo Cos. Survey Moves Up Building On
Recent Strength

The latest Air Cargo Cos. Survey indicates a strengthening trend, reflecting resilience
in the sector following earlier fluctuations. Notably, the overall survey score increased
from 56.7 to 57.7, punctuated by growth in both domestic and international activities.
This marks eight weeks of consecutive upward movement in the Transport Cos.
Survey, which rose from 60.7 to 61.1, showcasing enduring strength from trucking
and air cargo companies.

Survey Insights: Domestic activity saw an uptick with the score moving from 48.3 to
49.2, while international sales rose significantly from 65.0 to 66.3. This reflects an
ongoing strength in volumes, especially across international regions, highlighting an
important aspect of the current cargo landscape. The data suggests that despite
recent market turbulence, the air cargo sector is better positioned for sustained
growth.

Transport Survey Trends: The Transport Cos. Survey has seen a steady increase
throughout 2026, supported by robust performance from trucking companies. This
consistent upward trajectory reinforces the idea that demand pressures, coupled with
pricing power, continue to play a pivotal role in shaping the market dynamics.
Additional Key Takes:

e Global Trade Insights: There remains an encouraging upward trend in global
trade, reflected in the air cargo metrics.

o Domestic Growth Indicators: Despite the recent fluctuations, domestic air cargo
shows signs of stabilization amid ongoing solid U.S. economic growth.

o Commentary from Participants: Survey participants noted specific strong routes,
further emphasizing pockets of resilience even as broader global uncertainties
persist.

Amid this encouraging backdrop, it will be critical for investors to monitor further
developments in both domestic and international cargo activities, as these insights will be
integral in navigating potential investment opportunities within the sector.
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Institutional Bond & Equity Managers
Surveys

Evercore |1S| Bond & Equity Mgrs. Surveys With
May Sector Allocation Survey Results

Latest survey results reveal mixed sentiment among institutional investors, with
stable allocations but a notable pivot in sector preferences. Long-only managers have
shifted focus towards consumer discretionary and real estate, while pulling back from
healthcare and technology.

Bond Market Sentiment: Duration holdings have remained stable at 92.2, reflecting
a cautious but consistent approach among bond managers. Credit exposure sits at
53.9, showing no change, indicating a balanced yet conservative posture.

Equity Market Dynamics: While the equity invested position dipped from 64.9 to
64.7, the bullish sentiment holds at a neutral 54.1. This slight pullback suggests
growing caution, particularly after a previous uptick earlier in May.

Sector Allocation Trends:

e Shifts in Cyclical Exposure: Recent data indicates long-only investors increasing
exposure to cyclical sectors after a period of favoring defensives. Notably, the
consumer discretionary and real estate sectors saw gains.

o Defensive Sector Reductions: Conversely, there's been a downturn in
investment in healthcare and technology, suggesting a strategic retreat from
previously favored defensive positions.

Overall Market Outlook: Current bullish sentiment is significantly lower than previous
months, with only 25% of participants expecting the next move in the S&P 500 to be
upward, compared to 55% in earlier surveys. As institutional managers recalibrate their
strategies, keep an eye on sector-specific movements and overall market sentiment going
forward. For detailed sector breakdowns and further insights, please refer to the full report.
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Daily Macro Comment Report

e US LABOR MARKET - A LITTLE FIRMER? Earlier this year the debate was
whether the US labor market was stabilizing or still weakening. Now the debate is
whether it is stabilizing or strengthening a bit. We will learn more from Friday's May
employment report. Our read is the labor data overall does look a little firmer and the
May report should be consistent with this. But so far we see little evidence the labor
market is becoming tighter or hotter. The data has become more constructive though
it remains mixed. Payroll growth has surprised to the upside with improving breadth
(though the household survey job count has stayed weak) job openings have
rebounded (though quits have not) and QCEW data suggests payroll employment
may not be overstated to the extent previously assumed. These developments —
echoed in some surveys including our EVRISI emp cos survey — suggest labor
conditions have gone from flat to weaker to flat to a bit stronger, which is welcome.
(Krishna Guha)

e US/FED - MAY BEIGE BOOK: INPUT COSTS DRIVE INFLATION UP, K-
SHAPED DYNAMICS WEIGH ON SPENDING: The picture from the May Beige
Book is broadly consistent with macro data, as economic activity and prices slightly
accelerated, but the report also signaled greater financial strain for lower-income
consumers and suggested that pressures on wages from rising inflation may be
starting to build. Businesses reported that prices increased at a “moderate to strong
pace” compared to “mostly moderate” in the April Beige Book. Reflecting the rise in
energy-related costs associated with the US-Iran war, non-labor input costs have
continued to increase faster than selling prices, compressing margins. Although
wage growth remained largely in line with inflation, the report signaled that the
inflation outlook may worsen due to pressures on wages, as “Districts reported more
frequent wage adjustments and cost-of-living increases to manage increasing fuel
and other household cost pressures.” This kind of second-round effects — if they
become evident — would likely require some monetary tightening by the Fed to
prevent an energy price-level shock from morphing into a more persistent inflationary
shock. (Marco Casiraghi)

¢ Unit Labor Costs Revised Lower In 1Q: Wages have been in a cooling trend
across a variety of reports. Claims Move Up, Likely Due To Holiday Week.
(Francesca Ponziani)

e Morning Thought: Treasury yields are lower overnight on positive news between



Israel and Lebanon. The 10- year yield is down -2bps at 4.464% and the overall yield
curve is flatter. Other major developed global sovereign yields are mixed. The ail, the
dollar and bitcoin are lower higher, while gold is higher. U.S. credit spreads were little
changed on Wednesday. Surging Al investment is rippling through Treasury yields.
New York State Legislature will probably vote on a bill to fix loopholes in global
sovereign debt law (Champerty Fix Act). Australia’s central bank is focused on the
influence of rates and energy prices on the economy. India may remove capital gains
taxes on foreign investors of their government bonds. This is another attempt to
boost foreign investment demand into India. There is an increasing concern about a
‘screw’ worm infecting the U.S. livestock. Brazil’s trade surplus beats consensus,
primarily from higher export prices. (Stan Shipley)

o Auto Aftermarket Mfg. Cos. Survey Steady In May: (Oscar Sloterbeck)
e Air Cargo Cos. Survey Pulls Back: (Oscar Sloterbeck)

e Evercore ISI Bond & Equity Mgrs. Surveys: (James Walsh)
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Macro Research Today
Economics

US LABOR MARKET — A LITTLE FIRMER?

Earlier this year the debate was whether the US labor market was stabilizing or still weakening.
Now the debate is whether it is stabilizing or strengthening a bit.

We will learn more from Friday’s May employment report. Our read is the labor data overall does
look a little firmer and the May report should be consistent with this.

But so far we see little evidence the labor market is becoming tighter or hotter.

The data has become more constructive though it remains mixed. Payroll growth has surprised to
the upside with improving breadth (though the household survey job count has stayed weak) job
openings have rebounded (though quits have not) and QCEW data suggests payroll employment
may not be overstated to the extent previously assumed.

These developments — echoed in some surveys including our EVRISI emp cos survey — suggest
labor conditions have gone from flat to weaker to flat to a bit stronger, which is welcome.



A natural follow-on is whether the labor market is now in danger of tightening again in ways that
could generate inflation pressures. We are not seeing this, but will keep it under close observation.
We distinguish between three distinct concepts:

e A stronger labor market refers to improving labor demand and less difficulty finding
jobs, which may be met with labor supply, leaving the unemployment rate broadly
unchanged.

o A tighter labor market refers to labor demand strengthening relative to labor supply,
with unemployment falling relative to NAIRU, and measures like vacancies /
unemployment and quits moving up.

e A hotter labor market refers to higher wage growth and unit labor costs.

The labor market looks a little stronger, though this might not be sustained in 2H if the consumer
stays weak. So far the data does not suggest the labor market is tighter or hotter, though if labor
demand strengthens a lot, this would likely change.

We still see the labor market as a source of disinflation, with unit labor costs (wages minus
productivity) only growing in the low 1s.

For the Fed a slightly stronger labor market means less downside risk, so policy can focus on
inflation. A tighter or hotter labor market with unemployment falling substantially and wage growth
picking up would strengthen the case for a hike.
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Economics & Central Banking Strategy

US / FED — MAY BEIGE BOOK: INPUT COSTS
DRIVE INFLATION UP, K-SHAPED DYNAMICS
WEIGH ON SPENDING

The May Beige Book presents a mixed picture of the economy, indicating that while
economic activity is gaining momentum, increased input costs are heightening
inflationary pressures, particularly impacting lower-income consumers. Recent
insights suggest that non-labor input costs are rising faster than selling prices, thus
squeezing margins for many businesses, a situation exacerbated by the ongoing
conflicts affecting energy prices.

Inflation Trends: Businesses noted a shift, with prices increasing at a "moderate to
strong pace," reflecting greater input costs that could lead to broader inflation issues.



Concerns are growing that rising wages-amidst inflation-could necessitate monetary
tightening from the Fed if they accelerate. There's a notable emergence of wage
adjustments to combat inflationary pressures, as firms recognize the strain on
employees from increased living expenses.

Consumer Spending Dynamics: Despite ongoing growth expectations among
businesses, signs reveal increasing financial strain for consumers, particularly among
middle-income households. This demographic appears to be more cautious,
managing their spending carefully due to affordability concerns, with delinquencies on
mortgages and loans rising.

Key Insights:

e Cost Adjustments: Wage growth remains in line with inflation, yet businesses are
starting to implement more frequent compensation increases.

e Regional Observations: Various districts reported adjustments, with some
employers offering bonuses or raises in response to higher fuel costs.

o Future Outlook: While the outlook for the next six months is steady, risks to
consumer spending from rising inflation and financial strain persist.
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Daily Economic Report

Unit Labor Costs Revised Lower In 1Q

The latest insights indicate a downward revision in unit labor costs for Q1, reflecting
an overall stable labor market backdrop. Rising initial unemployment claims to 225k
can be attributed to holiday adjustments, yet remain low, signaling underlying
resilience in the labor sector.

Labor Market Trends: Despite the rise in claims, the four-week average is still an
encouraging 215k. This uptick is primarily due to seasonal factors surrounding
Memorial Day.

Projections on Labor Costs: The downward revision of unit labor costs suggests
improved productivity, which bodes well for businesses as wage growth stabilizes.
This sets a positive tone for corporate margins as inflation pressures potentially ease.



Additional Key takes:

e Claims Movement: Increasing claims are seasonal, and overall employment
remains strong, supporting economic stability.

e Labor Cost Dynamics: The reduction in costs could enhance business
profitability, setting a favorable outlook for earnings growth.

o Longer-term Employment Landscape: Monitoring ongoing claims and labor
productivity will be essential for predicting future labor market trends.
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Capital Markets Chronicle

Morning Thought

The economic landscape is relatively calm today, marked by just a couple of
noteworthy releases. Weekly labor market metrics have surpassed expectations, and
today's unemployment claims will be closely monitored. With estimates showing a
potential rise of +110K in payroll employment for May and a dip in the unemployment
rate to 4.2%, there's a positive bias against consensus expectations.

Employment and Labor Market Dynamics: The better-than-expected labor metrics
indicate solid underlying economic resilience. The upcoming unemployment claims
report will be pivotal in reinforcing this trend, potentially highlighting sustained job
growth.

Market Movements and Trends: Treasury yields are slightly lower, reflecting some
easing across the yield curve, influenced by favorable geopolitical developments in
the region. The broader capital markets appear mixed, with energy prices and
cryptocurrency dipping while gold sees a slight uptick.

Emerging Investments and Trends:

¢ Al Impact on Credit Markets: Corporate bond issuance has surged, largely driven
by heightened investment flowing into Al sectors. This trend could bolster credit
markets further as demand grows.

o International Developments: Legislation in New York aiming to address
loopholes in global sovereign debt is under consideration, while Australia's central



bank is concerned with the broader economic implications of rates and energy
prices. India's moves to abolish capital gains tax for foreign investors in its
government bonds also highlight efforts to attract global capital.

e Concerns from Agriculture to Trade: There's rising alarm over a 'screw' worm
potentially affecting the U.S. livestock sector. Conversely, Brazil has outperformed
expectations with a trade surplus, largely due to increased export prices.
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Auto Aftermarket Mfg. Cos. Survey

Auto Aftermarket Mfg. Cos. Survey Steady In
May

Recent survey results for U.S. automotive aftermarket orders reveal stability, with a
reading of 57.1 in May, reflecting steady maintenance, failure, and discretionary
product orders. Following weather disturbances earlier in the year, demand has
shown resilience. Promotions, however, continue to lag below pre-pandemic levels
due to rising costs limiting discounting activity, as indicated by an unchanged
promotions index of 42.5 this week.

U.S. Orders Decline Stability: With orders holding steady across various categories,
Maintenance products led with a 59.0 average, followed by Failure products at 57.5,
and Discretionary products trailing at 54.3. This indicates a solid but cautious demand
environment.

Promotional Activity Remains Subdued: Despite improvements in supply chains,
the promotions index has failed to return to normal levels with rising costs impacting
price sensitivity. This has resulted in promotions being consistently below trend.

Additional Key Takes:

o Relative Strength Favoring Retailers: Relative strength in orders remains
favorable for retailers, measured at 66.7, suggesting they are effectively responding
to current demand without excessive promotional activities.

o Tariffs Impacting Pricing Strategy: Ongoing tariffs and cost pressures continue
to influence pricing strategies, which may inhibit competitive discounting in the short
term.



Oscar Sloterbeck
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Air Cargo Cos. Survey

Air Cargo Cos. Survey Pulls Back After 6 Straight
Weeks Of Improvement

The Air Cargo Cos. Survey has pulled back after six consecutive weeks of
improvement, influenced by moderating domestic activity. Despite the decline,
international demand remains relatively robust, indicating resilience in certain
regions.

Air Cargo Sentiment: The recent survey dropped from 58.8 to 56.7, with domestic
activity softening significantly from 50.0 to 48.3. However, international results saw a
smaller dip, moving from 67.5 to 65.0, which points to ongoing strength globally.
Transport Cos. Survey Trends: The Transport Cos. Survey saw a slight uptick,
increasing from 60.5 to 60.7, bolstered by strong performance from trucking
companies. This reflects sustained strength as the survey has trended positively for
seven weeks.

Additional Key Takes:

o Domestic Activity: The decline in domestic scores is concerning, indicating
potential weaknesses in local markets amidst rising operational costs.

« International Resilience: Notably, international activity remains firm, suggesting
that while domestic pressures exist, global trade dynamics may offer a buffer.

e Overall Industry Outlook: While the mixed results introduce some caution, the
upward trend in the Transport Cos. Survey offers a glimpse of optimism going
forward.

Oscar Sloterbeck
212-446-9423
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Institutional Bond & Equity Managers
Surveys

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

May's survey results indicate an intriguing shift in institutional sentiment across bond
and equity managers. A slight uptick in bond portfolio duration reflects a cautious
stance, while an increase in bullish/bearish sentiment among equity managers
suggests a nuanced reallocation in sector focus.

Bond Market Dynamics: The recent bond survey shows duration modestly
increased from 92.1 to 92.2, highlighting stable credit exposure at 53.9 and no
change in the bullish/bearish reading at 51.0. This stability may be signaling a
cautious optimism among institutional bond managers.

Equity Managers' Sentiment: For equity, the invested position remained steady at
64.9, while the bullish sentiment has nudged up from 53.8 to 54.1. This positivity is
primarily driven by increased exposure to consumer discretionary and real estate,
contrasting earlier caution towards healthcare and technology.

Additional Key Takes:

e Sector Allocations: Long-only managers are recalibrating their strategies,
increasing allocations in cyclical sectors like consumer discretionary, while pulling
back from traditionally defensive sectors such as healthcare and utilities.

e Market Outlook: Only 25% of survey respondents believe the next significant
move in the S&P 500 will be upward, a stark decline from 55% just two months prior.
This indicates a growing wariness amid shifting market conditions.

e Cyclical vs. Defensive: Long-only managers have generally tilted towards cyclical
stocks over the past month after a period of increased exposure to defensive sectors,
reflecting the ongoing uncertainty in market dynamics.

James Walsh
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Apartment Cos. Survey

Apartment Cos. Survey Of Rents Holds Steady

The latest Apartment Cos. Survey reveals a steady holding pattern for rents,
suggesting a possible stabilization in the market. Despite prior deceleration, the rent
index has been stable at 49.4 for the past two weeks. Traffic remains robust at 52.0,
exhibiting signs of year-over-year improvement, alongside increased occupancy at
52.8.

Rents Holding Steady: After a modest improvement this year, the rent index has
been resilient, reflecting a cautious optimism in the market. This steadiness may
indicate that prior volatility is subsiding, giving hope for a more consistent rental
environment.

Supply Impact on Rent Growth: The perceived impact of new supply on rent growth
has retreated from 65.0 to 63.3, signaling some market concerns about potential
oversupply pressures. This decline suggests that while supply is a concern, it is
becoming slightly less acute than previously thought.

Move Out to Buy Trend: The trend of tenants moving out to purchase homes has
decreased further, with this week's index ticking down to 42.0. This continuing lower-
than-normal figure indicates that many renters may still prefer stability in their current
living situations.

Additional Key Takes:

e Traffic Insights: Although traffic dipped slightly to 52.0, it remains well above last
year's levels, hinting at healthy demand for apartment rentals.

e Occupancy Rates: Increased occupancy at 52.8 indicates strong tenant retention,
which is a promising sign for landlords and property managers.

Oscar Sloterbeck
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Hedge Fund Managers Survey

Evercore IS| Hedge Fund Survey With May
Sector Allocation Survey Results

The Hedge Fund Survey continues its upward trajectory, with net exposure holding
steady at 54.4. This signals increased confidence among fund managers, particularly
in sectors they find increasingly favorable. Key areas of investment activity include
notable increases in communication services, healthcare, and consumer
discretionary sectors, while a retreat in materials and financials has been observed.

Net Exposure Trends: After a consistent increase through April and May, net
exposure appears resilient, suggesting that hedge funds are optimistic about market
conditions. The alignment at 54 .4 indicates maintained levels of confidence despite
the potential caution reflected in some macroeconomic indicators.

Sector Allocations: Managers are actively reallocating their portfolios, raising stakes
in sectors like energy and technology while pulling back from materials and
industrials. Despite this mixed activity, the general trend signals an adaptable
strategy amidst shifting market dynamics.

Additional Key Takes:

e Approach to Risk: With net and gross exposures stable, hedge funds appear to
be strategically balancing risk across sectors, aligning with broader equity market
expectations.

e Sector Opportunities: Specific interest is notable in sectors such as energy and
healthcare, indicating areas potentially ripe for growth as they adjust their strategies
based on market signals.

o Summary of Insights: The shifts in sentiment among hedge funds may merit
further attention - particularly how sectoral allocations evolve as market signals
continue to fluctuate.

James Walsh
212-446-9483
James.Walsh@evercoreisi.com

Limousine Cos. Survey



Limousine Cos. Survey Improves

Solid improvement in the Limousine Survey signals a positive trend, driven by
increased travel activity and upcoming sporting events. Overall, demand has been
buoyed by recent developments in TSA performance and event-driven bookings,
particularly as the FIFA games loom on the horizon.

Survey Trends: The Limousine Survey showcased a steady uptick, reflecting six
weeks of gains out of the last nine. The latest figures moved from 50.0 to 53.4,
indicating a solid rebound as business travel picks up, especially with successful
events contributing to bookings.

Impact of External Factors: However, uncertainty related to TSA and fuel prices
has dampened the gains recently, suggesting that while the outlook is improving,
external pressures still pose a risk to sustained growth.

Additional Key takes:

o Travel Industry Recovery: The airlines sector mirrors this recovery, showing
increased demand for travel services as early 2026 unfolds.

e Event-Driven Demand: Sporting events are generating significant business,
contributing positively to bookings in the limousine sector.

o Seasonal Variations: Despite positive trends, the recent decline towards the end
of March illustrates the ongoing volatility that businesses in this sector will need to
navigate.

Oscar Sloterbeck
212-446-9423
Oscar.Sloterbeck@evercoreisi.com
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Macro Daily PULSE - Policy, Surveys, Levels, Strategy, Economics

Daily Macro Comment Report

e More Hedging, Not Less: After the Crash: The Reversal in WTI from Sunday’s
$119.48/bbl. to Tuesday’s $76.73 (-36%) is a Crash, without precedent all the way
back in history... to January. Silver, driven by similar Retail action in the ETF
Crashed from $121.65/0z. to $64.10 in a brief period. Such a Crash (SPX 1987,
Housing 2008, Silver 1980, Oil 2008, Figures 5 and 6, p. 2) doesn’t mean a “forever”
peak in prices, but it does change the mindset, particularly in Commodities where
Greed and Fear peak in upside blowoffs whereas in stocks, Fear and Greed peak in
downside capitulation. We view $119.48 as Peak Oil, unlikely to be exceeded until at
least after the November Midterms; “Affordability” remains voters’ “kitchen table”
issue. (Julian Emanuel)

o Housing Starts Up Despite Winter Weather: Weather did not dampen housing
starts as much as feared. Multi-family starts were strong. Initial Claims stayed low.
(Eco Team)

e Morning Thought: U.S. Treasury yields, which have rebounded over the past two
days, are modestly higher overnight. The 10-year yield is at 4.229%. Other
developed global sovereign yields are generally higher. Oil, gold and the dollar are
higher again. But Bitcoin is lower. Credit spreads rose yesterday, and many have
climbed above the prior peak in late November. The cost of risk is rising. Despite the
release by IEA of 400 million barrels of crude oil reserves, oil markets are in disarray.
India’s and Ireland’s inflation were higher than expected. (Stan Shipley)

o Evercore ISI Bond & Equity Mgrs. Surveys: (James Walsh)

» Utilities Cos. Survey: Capex Plans Hold Steady At All Time High: (Oscar
Sloterbeck)

e Air Cargo Cos. Survey Improves In Early March: (Oscar Sloterbeck)

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




Macro Research Today
Equity Strategy

More Hedging, Not Less: Overnight Strategy
EDGE

The dramatic plunge in WTI from $119.48/bbl to $76.73 (-36%) is a historic crash,
echoing past market upheavals. Silver followed suit, dropping sharply as retail-driven
ETF action intensified volatility. Despite the turmoail, this doesn't signify a permanent
peak in prices but shifts the narrative, especially in commodities where emotions run
high. The $119.48 mark is seen as a peak, unlikely to be surpassed before the
November Midterms, with "affordability" remaining a key voter concern.

Volatility and Market Dynamics: While Peak Oil might be in place for the medium
term, expect continued volatility. Geopolitical headlines will keep oil and equity
markets on edge, even as prices stabilize.

Hedging Trends: Minimal hedge unwinding is noted despite strong earnings from
key players like ORCL, which is central to the ongoing Al disruption. Hedging remains
robust, reflecting a cautious market stance.

Additional Key takes:

« Market Sentiment: Stocks are rangebound amid geopolitical tensions, but an
eventual unwinding of hedges in QQQ, USO, and HYG is anticipated as markets
adapt to higher oil.

o Earnings Outlook: SPX is projected for double-digit earnings growth in 2026, a
trend that has historically supported positive market returns.

Julian Emanuel
212 446 9481
julian.emanuel@evercoreisi.com



Daily Economic Report

Housing Starts Up Despite Winter Weather

Initial claims continue to show resilience at 213k this week. Despite historical
significance, there's a notable divergence lately, with claims presenting a mixed
picture.

Claims Divergence: While both the level and change in claims typically hold weight,
recent patterns show a split, signaling potential shifts in labor market dynamics.
Labor Market Insights: The steady claims suggest underlying strength, but the
divergence hints at complexities beneath the surface.

Additional Key takes:

o Historical Context: The divergence in claims may indicate evolving economic
conditions, requiring close monitoring.

o Market Implications: Potential uncertainties could arise if the divergence
continues, impacting market sentiment.

EVRISI EcoTeam
212-446-9412
evrisi_ecoteam@evercoreisi.com

Capital Markets Chronicle

Morning Thought

Housing starts for January are expected to show weakness due to extreme cold
weather in the South and East. Keep an eye on building permits, which are less
weather-dependent. Unemployment claims should remain low, reflecting stability in
the labor market.

Treasury Auctions: Yesterday’s 10-year Treasury auction was disappointing,
graded at C-. The trend of poor auctions continues this week. The 30-year Treasury
auction is scheduled for today.

Market Movements: U.S. Treasury yields have rebounded in the past two days, with



the 10-year yield at 4.229%. Global sovereign yields are generally higher, alongside
increases in oil, gold, and the dollar.

Commodities and Risk: Despite a release of oil reserves, market disarray persists.
Credit spreads rose yesterday, indicating a rising cost of risk.

Additional Key takes:

o Inflation Surprises: Higher-than-expected inflation in India and Ireland is

noteworthy.
e Bitcoin Movement: Bitcoin is trending lower, diverging from other asset classes.

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

Institutional Bond & Equity Managers
Surveys

Evercore |ISI Bond & Equity Mgrs. Surveys With
February Sector Allocation Survey Results

Mixed signals from our recent surveys show subtle shifts in market sentiment.
Institutional equity managers are slightly more optimistic, while bond managers
maintain steady positions.

Equity Manager Insights: Invested positions dipped slightly from 64.3 to 64.1,
though the bullish sentiment nudged up to 53.7, indicating cautious optimism.

Bond Manager Insights: Portfolio duration saw a minor pullback from 92.3 to 92.2,
with credit exposure holding steady at 54.1. Bullish/bearish sentiment remains
balanced at 50.8.

Sector Allocation Shifts: There's a noticeable pivot towards cyclicals like industrials
and materials, moving away from defensive sectors seen in late 2025.

Additional Key takes:
e Equity Positioning: Long-only investors are recalibrating, increasing in sectors

like financials and utilities.
o Bond Duration: Despite early gains in 2026, there's a slight retreat in duration



relative to benchmarks.
o Market Sentiment: A slight uptick in optimism among equity managers over the
next six months.

James Walsh
212-446-9483
James.Walsh@evercoreisi.com

Utilities Cos. Survey

Utilities Cos. Survey: Capex Plans Hold Steady
At All Time High

Capital spending plans remain robust at 58.3, holding steady at all-time highs. Energy
demand expectations also hit a new peak, driven by industrial, commercial, and
residential sectors.

Capital Spending Trends: Utilities are maintaining strong investment levels, with a
focus on transmission and distribution, which reached 68.8.

Energy Demand Expectations: Demand projections are at an all-time high of 46.5,
with industrial demand slightly leading the charge.

Additional Key takes:

o Generation Capex: Steady at 60.8 for the next 12 months, showing consistent
investment in generation capacity.

e Environmental Capex: Lower at 45.3, indicating a potential area of
underinvestment compared to other segments.

o Subsequent 12-Month Projections: Transmission & Distribution expected to rise
further to 73.8, signaling ongoing infrastructure enhancements.

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



Air Cargo Cos. Survey

Air Cargo Cos. Survey Improves In Early March

Air cargo activity shows positive momentum as the survey index rises from 50.2 to
51.9 in early March, driven by Middle East disruptions rerouting freight through the
U.S. to Europe.

Domestic Activity: Slight improvement from 44.2 to 45.0, aided by recovery post-
snowstorms.

International Activity: Notable growth from 56.3 to 58.8, reflecting increased
demand.

Additional Key takes:

e Transport Cos. Survey: Continued improvement for the fourth consecutive time,
rising from 54.1 to 54.4, with air cargo and trucking leading the charge.

o Industry Capacity Concerns: Participants are vigilant about potential shifts from
ocean to air transport due to Red Sea issues.

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

Political Analysis

When Will Trump Declare Mission Accomplished
and Will It Matter? It's All About the Strait

Markets breathed a sigh of relief when Trump suggested the conflict was nearing its
end, though the situation remains complex with tensions around the Strait of Hormuz.



Strategic Ambiguity: The administration's shifting goals provide Trump flexibility in
declaring victory, but this could lead to mixed market reactions if the strait's shipping
issues aren't resolved.

Israel's Position: Potential divergence between U.S. and Israeli interests could
emerge, especially if Israel continues its efforts to destabilize Iran.

Iran’s Response: Iran's willingness to ceasefire is tied to Israel's actions and the
broader geopolitical landscape, with mine-laying incidents highlighting ongoing
tensions.

Strait of Hormuz: Restoring shipping confidence is crucial, with the potential for Iran
to disrupt safety prolonging market impacts.

Additional Key takes:

o Market Impact: A successful resolution in the strait could stabilize markets and
economic impacts.

o U.S. Military Actions: Further targets are on the list, suggesting ongoing military
engagement for at least 10-14 days.

Sarah Bianchi
202-872-5261
Sarah.Bianchi@evercoreisi.com

Political Analysis

NEW 301s BEING LAUNCHED TODAY -
HERE'S WHAT TO WATCH

New Section 301 investigations are on the horizon, aiming to replicate tariffs
previously nullified by the Supreme Court. The specifics remain vague, but expect
themes like excess capacity, digital taxes, and currency manipulation to feature
prominently.

Strategic Themes: The Administration is likely to use broad themes, impacting
multiple countries, to streamline the process. This approach avoids individually
targeting each trading partner, which is resource-intensive.

China Implications: A focus on excess capacity could signal a direct impact on
China, hinting at transparency ahead of the Trump-Xi meeting. This might suggest a



more strategic and less adversarial approach.

Additional Key takes:

o Tariff Strategy: Despite potential short-term disruptions, tariffs are expected to
remain at pre-Supreme Court levels, executed through legally durable Section 301s.
e China-Specific Moves: While new investigations might not be country-specific,
reopening existing tariffs against China remains a possibility.

Sarah Bianchi
202-872-5261
Sarah.Bianchi@evercoreisi.com

Auto Aftermarket Mfg. Cos. Survey

Auto Aftermarket Mfg. Cos. Survey Steady After
Softer February

Aftermarket orders have stabilized in early March following a dip in February, holding
steady at 57.1. Maintenance and failure orders remained consistent, while
discretionary orders saw improvement. Demand has bounced back after weather
disruptions.

Order Trends: Sales are solid, with resilient demand despite recent weather impacts.
Promotions are still below normal levels due to higher costs, leading to price
increases.

Retail vs. Dealer Orders: Retail orders continue to show relative strength,
maintaining an index of 66.7.

Additional Key takes:

e Promotions: Promotions have risen slightly but are still not at typical levels,
influenced by tariffs and robust demand.

o Weighted Orders: When weighted by product type, orders show a slight
preference for maintenance and failure parts over discretionary items.

Oscar Sloterbeck
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Hedge Fund Managers Survey

Evercore |IS| Hedge Fund Survey With February
Sector Allocation Survey Results

Hedge fund net exposure has seen a slight pullback, stabilizing in early 2026 before
a minor dip from 54.0 to 53.6. Gross exposure, after an upward trend since August,
reversed in February, moving from 53.6 to 53.4. Managers are adjusting their sector
allocations, with notable shifts in exposure.

Sector Shifts: Increased exposure to healthcare, communication services, consumer
staples, industrials, technology, materials, and financials. Decreased exposure to
energy, consumer discretionary, and utilities.

Financials Focus: Both LO and HF managers have increased their financials
exposure, historically leading to higher absolute returns the following month 73% of
the time.

Additional Key Takes:

o Net Exposure Trends: The survey indicates a cautious stance with a slight
decrease in net exposure, potentially signaling market uncertainty.

e Gross Exposure Dynamics: Recent pullback in gross exposure suggests a shift
in risk tolerance or confidence levels among managers.

James Walsh
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Limousine Cos. Survey

Limousine Cos. Improves A 2nd WeekAs Spring
Break Travel Begins

The Limousine Survey is showing signs of life as it climbed to 51.7, thanks to
improving weather and the start of Spring break travel.

Spring Revival: The recent uptick in the survey reflects a positive shift in travel
activity, suggesting businesses are starting to loosen their travel budgets.

Past Challenges: Q4 was tough due to a Government shutdown and FAA-related
cancellations, which hit air travel hard. However, early 2026 is seeing a rebound,
aligning with positive trends in our Airlines Survey.

Additional Key takes:

« Regional Insights: The survey includes feedback from various regions across the
U.S., providing a comprehensive view of the "black car" market.

o Business Spending: The data hints at a potential increase in travel and
entertainment spending, a good sign for the broader economy.

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

Apartment Cos. Survey

Apartment Cos. Survey Of Rents Steady In Early
March

Apartment rents held steady in early March, maintaining a score of 47.8 despite a
general softening trend. Traffic showed a slight uptick and is outperforming last year,
while occupancy remains stable yet softer compared to the previous year. California
leads in strength, while the Southeast lags behind.

Traffic and Occupancy: Traffic improved from 51.6 to 52.8, surpassing last year's



figures. Occupancy is at 52.0, softer than last year.

Regional Insights: California is the strongest region. The Southeast remains the
weakest, with the Southwest showing mixed results.

Move Out to Buy: The index rose slightly from 40.2 to 41.0, but remains below
normal levels.

Impact of Supply on Rent Growth: Unchanged at 66.7, marking a new survey high,
indicating significant pressure from new supply.

Additional Key takes:

o Traffic: Improvement in traffic suggests potential resilience in demand.
e Supply Concerns: Persistent high impact from new supply is a growing concern
for rent growth.

Oscar Sloterbeck
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Daily Macro Comment Report

o IRAN/CB UPDATE - FED JULY, BOE APRIL, BOJ APRIL: * We now see the
next cut from the Fed in July / September rather than June: base case July just but
September if the conflict drags on a bit longer, with the Fed in wait and see mode
and not cutting until inflation rolls over. « We now see the Bank of England delaying
its next cut from March to April for more visibility and to guard against the shock from
higher oil and natural gas raising less concretely anchored inflation expectations. *
We still see the Bank of Japan hiking as before in April, consistent with Ueda’s latest
comments. « We still do not have an ECB hike this year in the base case, though a
hike to anchor expectations against the shock from oil and natural gasisnowa 1in 3
type risk. (Krishna Guha)

o Higher Productivity, Stronger Growth: We think Al will continue to power
productivity growth, which was strong in 4Q. Claims stayed low and suggest solid
jobs growth in February. (Eco Team)

o What Price Oil Matters to Stocks?: Navigating the Straights: While still early in
this momentous month of March 2026, the biggest surprise to investors is that both
the S&P 500 and the NDX remain firmly in the Straight and Narrow ranges that they
have been in for almost 6 months now despite the spike in Oil, and in consideration
of the Fear as expressed by the level of hedging in the Equity options market, more
extreme than in/around the April Tariff Tantrum lows which produced record volatility
first, then a “Generational Buying Opportunity”. It is even more notable in light of the
Crash in Korea’s KOSPI, following previous crashes in single stocks during earnings
season and begun by the Crash in Silver which started the process of “blowing the
speculative froth” off assets more broadly. (Julian Emanuel)

¢ US ECON/FED - FED BEIGE BOOK POINTS TO BROADLY UNCHANGED
MACRO CONDITIONS, TARIFF PASSTHROUGH NOT COMPLETE BUT
INFLATION EXPECTED TO DECLINE IN THE NEAR TERM: The latest Beige
Book — which reflects information collected on or before February 23 — suggests that
economic growth was broadly unchanged, with activity increasing at a slight to
moderate pace in the majority of districts. Al-related spending was seen as an
important driver of economic growth, with manufacturing contacts in several districts
citing “boosts in demand from data centers and, relatedly, energy infrastructure.”
Consumer spending continued to grow although at a slower pace, partially reflecting
uncertainty and the impact of temporary factors, such as winter storms. (Marco



Casiraghi)

e China — 2026 Fiscal Firepower: One way to gauge the size of fiscal stimulus and
the strength of underlying policy resolve is to look at the fiscal firepower financed by
government and proxy bonds. Calculations below show Beijing’s planned size of
fiscal stimulus for 2026 is 7.9% of nominal GDP, vs. 7.7%, 6.7%, and 6.0% delivered
in 2025, 2024, and 2023. The increase y/y in 2026 is much smaller than in the
previous two years, both in percentage-point terms and in absolute terms (Neo
Wang)

e 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 +3bps overnight to 4.121%. Other developed global sovereign
yields (except France) are higher too. Oil, the dollar and gold are higher, while bitcoin
is modestly lower. Retail gasoline prices are up nearly 40 cents from Friday. Credit
spreads slipped lower yesterday. Global equity markets are higher overnight. The
cost of risk is rising sharply. Fixed income markets are reducing expectations for the
number of policy rate cuts this year. Fed’ Vice Chairman Bowman will discuss the
economy and innovation today. ECB’s Nagel and two other ECB policy makers said
long Iran war would push inflation higher. (Stan Shipley)

e Evercore ISI Hedge Fund Survey: (James Walsh)
e Air Cargo Cos. Survey Improved In February: (Oscar Sloterbeck)

e Apartment Cos. Survey Of Rents Ticks Down Following Feb Improvement:
(Oscar Sloterbeck)

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

Macro Research Today
Economics & Central Banking Strategy

IRAN / CB UPDATE - FED JULY, BOE APRIL,
BOJ APRIL

Central banks are adjusting their rate outlooks amid the Iran conflict and strong
macro data, especially in the US. Here's a quick rundown on how things are shaping



up:

Fed Outlook: The next rate cut is pushed to July/September instead of June.
Inflation needs to clearly decline before any cuts.

Bank of England: Rate cut delayed to April due to energy price shocks. They're
cautious about inflation expectations.

Bank of Japan: April hike still likely, aligning with recent statements. Despite new
complexities from the conflict.

ECB: No hikes expected this year, but a modest risk exists if energy prices remain
high.

Additional Key takes:

e Fed's Stance: Two cuts expected this year, with inflation easing by midyear.
o BOE Concerns: Worried about inflation expectations due to energy prices.
o ECB's Position: Holding steady unless energy shocks persist significantly.
o BOJ's Decision: April hike supported by ongoing inflation trends.

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

Daily Economic Report

Higher Productivity, Stronger Growth.

Claims remain low at 213k, signaling a stable labor market with positive employment
indicators over the past year. ADP's increase of +63k in February supports
expectations for a solid employment report.

Labor Market Stability: Continued low claims and ADP growth suggest strength and
stability.

Manufacturing Insights: ISM mfg PMI dipped slightly but remains solid at 52.4%,
while S&P Global’'s mfg PMI is at 51.6%. Manufacturing output seems to be
stabilizing post-2025 turbulence.

Service Sector Dynamics: Service PMI declined, impacted by winter weather.
However, auto sales bounced back after January's storm-related drop.
















































































































































































































































































































































































































































