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War upends inflation outlook,
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All eyes on the Strait of Hormuz
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Global disparity in oil & gas imports

OECD: Oil & Gas Imports
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No one 1s immune to global o1l market
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Economy has been resilient to uncertainty recently

Real GDP w/ Atlanta Fed GDPNow 9.0%
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Q1 growth revised lower from initial estimate

Atlanta Fed GDPNow: Q1 '26
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New orders strong, prices paid jump

ISM Indices
Contraction < 50 < Expansion — Manufacturing
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Payroll growth has slowed notably

Nonfarm Payrolls
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Unemployment rate dropping on shrinking labor force
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Earnings growth 1s slowing

Average Hourly Earnings Growth 9.0%
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Energy price surge sends March CPI to 3.3%

CPI Inflation Contributions
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Rising gas prices exacerbate “K-shaped” economy
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Fed was waiting for inflation to fall even before the war

PCE Inflation 8.0%

——PCE, Yr/Y1% 7 0%

Core PCE, Yr/Yr%

6.0%

5.0%

4.0%

3.0%

2.0%

1.0%

[ T T T T T T T O-O%
2019 2020 2021 2022 2023 2024 2025 2026

ﬂ Source: Bureau of Labor Statistics, Bureau of Economic Analysis, FHN Financial
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Fed further sidelined by new uncertainties

* The Fed was already firmly on hold, even Fed funds rate
before recent events added more uncertainty
around the outlook, notably to inflation.

* FOMC is committed to no further cuts until
inflation falls. The Fed tends to look through
energy price shocks, as long as long-run
inflation expectations remain anchored.

* The longer oil prices remain high, the higher —Fed funds rate (midrange)
ikeli ’ ——FOMC meeti
the likelihood they will pass through to core FOMC mestings
inflation.
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2026 FOMC as of April
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Short- and long-term inflation expectations

Short and Long Term Inflation Expectations - 0
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Slow inflation progress projected this year

Evolution of median participants’ projections: Real GDP
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Medians didn’t move, but the dots did

The March 2026 Dot Plot
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Market ff expectations have changed a lot

FF futures implied qgtr-point hikes/cuts 2026
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Yield Curve

The Treasury yield curve
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Uncertainty brings back wait-and-see

Iran war creates downside risk for growth and upside risk for inflation

globally. In the US, the upside risk for inflation is greater than the downside

risk to growth (for now). Next steps in peace process critical for outlook.

* “No hire” labor market is undermining affordability.

* Inflation was already too high for the Fed at 3.0% core PCE. War could lift it
closer to 4.0%.

* Fed is sidelined as it waits to see economic impacts from war. Fed will look

through energy price spike, but only to a certain extent. Rate cuts are

unlikely this year, but possible in 2027.

Source: FHN Financial
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Disclaimer

This document or presentation was prepared by an FHN Financial Economist and is not subject to all of the independence and disclosure standards applicable to retail investors. This
report may not be independent of FHN Financial’s proprietary interests. FHN Financial sales representatives, traders and other professionals may provide oral or written market
commentary or trading strategies to our customers that reflect opinions that are contrary to the opinions expressed herein. FHN Financial’s investment advisory businesses may make
investment decisions that are inconsistent with the recommendations or views expressed in this report.

Although this information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be incomplete or condensed. This is for
informational purposes only and is not intended as an offer or solicitation with respect to the purchase or sale of any security. All herein listed securities are subject to availability and
change in price. Past performance is not indicative of future results, and changes in any assumptions may have a material effect on projected results. Ratings on all securities are subject to
change.

The views expressed herein accurately reflect the author’s personal views about the data, news, trends, events, etc, discussed herein or any subject securities or issuers. No part of their
compensation was, is, or will be, directly or indirectly, related to the specific recommendations or views contained in the notes.

FHN Financial Capital Markets, FHN Financial Portfolio Advisors, and FHN Financial Municipal Advisors are divisions of First Horizon Bank. FHN Financial Securities Corp., FHN
Financial Main Street Advisors, LLC, and FHN Financial Loan Advisory and Trading Corp. are wholly owned subsidiaries of First Horizon Bank. FHN Financial Securities Corp. is a
member of FINRA and SIPC — http://www.sipc.org.

FHN Financial Municipal Advisors is a registered municipal advisor. FHN Financial Portfolio Advisors is a portfolio manager operating under the trust powers of First Horizon Bank. FHN
Financial Main Street Advisors, LLC is a registered investment advisor. None of the other FHN entities, including FHN Financial Capital Markets, FHN Financial Securities Corp., or FHN
Financial Loan Advisory and Trading Corp. are acting as your advisor, and none owe a fiduciary duty under the securities laws to you, any municipal entity, or any obligated person with
respect to, among other things, the information and material contained in this communication. Instead, these FHN entities are acting for their own interests. You should discuss any
information or material contained in this communication with any and all internal or external advisors and experts that you deem appropriate before acting on this information or material.

FHN Financial, through First Horizon Bank or its affiliates, offers investment products and services. Investment products are not FDIC insured, have no bank guarantee, and may lose
value.

©2026 First Horizon Bank. Member FDIC.

25



Q&A
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Please reach out to your banker with any
questions or to set up a meeting with our
Economuist.

A recording of this event will be forwarded next week.

Next virtual event: Q3 Economic Update on July 23.
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Thank you.
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