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2025 had winter weather-related weakness and Q4 2025 had the Federal government shutdown. It
may be a stretch but we are guessing real consumption will be 1.5% in Q1 2026. Using February 2026
as “the quarter,” Health care is up 4.5% in Q1 2026 and its share of total spending was 17.9%.
Financial services and insurance is also up 4.5%. Financial services rose 6.2% and the share of
Portfolio management and investment advice under Financial services, which rose 10.9%, is 26.8%.

Q1 2026 weak spots include food-related Real Consumer Expenditures & GDP Q1 Q4 Q3  Q2|level $bin
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purchases either dining out or at home. Gross domestic product (GDP) ~ 05 44 38 240557
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not usually lead the way. Consumer Transoortati : '
portation services -0.4 23 3.6 7.0 5234
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they delay purchases of goods. Energy prices are rising due to the Iran war; while these nondurable
goods purchases fell 3.0% in Q4 2025, Gasoline and other energy goods are 0.0% in Q1 2026.
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fwd: Bonds

7100 4 Feb 3 i
Feb 11
Jan 9 S&P 500 Jan 28 Software 1§0K
o Z‘i'lh‘iﬁc ren 2o
7000 4 188 P Feb 12 Al Nvidia  par 2 L
fear sales 5.5%  war
|. l l S&P -1.6% Crude Apr 10
[ l I' |' $75.33 CPI
6900 } H } Mar 10 3% I
$76.73
:,?;V;ﬁ sl f N
MSFT Mar 13
6800 probe -10.0% S:er the L
Feb 20 Marines Mar 18
Jan 20 Jan 21 Tariff  \ar 3 Powell
Greenland Tariffs Feb 13 ruling War FOMC
6700 A tariffs called off Febs SZ!% fear Mar 23 Apr 8 |
Jolts 5-day Cease
6.542 glgazr G_I pause fire
illi oi
Jan 27, 2026 T on ‘92K
6600 -+ 6,978.60 jobs Mar o |. r L
1.9% YTD $119 oil
2025 16.4% Mar 20
6500 - 2024 23.3% Ground Apr 2 L
2023 24.2% troops? oil
2022 -19.4% peTE
2021 +26.9% Mar 27
6400 - January 28, 2026 Iran e r
March 30, 2026 ;'l'g'g i Qtr-end
-9.8% o War near
6300 42026 the end
9 16 23 30 6 13 20 27 6 13 20 27 3 10 17 24
Jan Feb Mar Apr

7100

7000

6900

6800

6700

6600

6500

6400

6300

another Trump announcement pausing his threat to bomb energy

infrastructure. There was a Tuesday 8pm ET deadline for Iran to respond which ended with a
temporary cease-fire. Markets must wait again for the highest level talks in Islamabad this weekend
between Iran and the U.S. since the 70s. The 10-year yield closed the week at 4.34% and the S&P
500 closed -0.4% YTD. If you are looking for the wealth-effect and its effect on high-end consumers,
the S&P 500 was down as much as 7.3% YTD on March 30, before the end is near talk on the Iran
war. 7.3% is probably not enough of a loss to curb spending. Energy is though, potentially, even if $5
gasoline after Russia invaded Ukraine did not bring down the economy’s house. Last trade Friday for
May crude oil futures was $95.63. The high was $117.63 on Tuesday April 7. AAA gas $4.15.

Nike, Inc. (NKE) down 33.1% YTD even with Supreme Court tariff ruling

Nike announced earnings on Tuesday, March 31 after the close of $52.82 and dropped 15.5% the
next day, when the broader market was still rallying thinking the war was nearing the end. The high
of $68.49 was set initially on the news of the Supreme Court tariff ruling given the company has
incurred considerable tariff related costs, but it could not hold the gains. After earnings, some Wall
Street analysts cut their Nike stock

price

forecasts
company saying,
longer than we would like.”

based on
“the comeback is

the

Nike Footwear Sales ($millions)
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CPIl was 2.6% in March year-on-year as reported the next day.
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Next up: March PCE inflation Thursday, April 30 830am ET
Monthly 2026 2025 2025
% Changes Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun May Apr Mar Feb Jan
Core CPl inflation 0.2 0.2 0.3 0.2 na na 0.2 0.3 0.3 0.2 0.1 0.2 0.1 0.3 0.4
Core PCE inflation 04 0.4 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.1 0.4 0.3
Core PCE YOY 3.0 3.1 3.0 2.8 2.8 2.8 29 2.9 2.8 2.8 2.6 2.7 3.0 2.8
Core CPI YOY 2.6 2.5 2.5 2.6 2.6 na 3.0 3.1 3.1 2.9 2.8 2.8 2.8 3.1 3.3
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OTHER ECONOMIC NEWS
Durable goods record (Tuesday)

Breaking economy news. Advance durable goods orders and shipments for February. Our proxy for
monthly investment spending by companies is nondefense capital goods orders within the report.
These were revised in January from +0.1% to -0.4%, and then rose 0.6% to a record (barely). The
Commerce Department is out of money or economists or both as they say there will be no benchmark
revision this year “due to schedule and resource constraints.” These annual adjustments have been
huge in many years, and changed the trend dramatically of orders.

Net, net, core durable goods orders bounced in February following the cold weather January start to
the year, which shows manufacturers, whether Al driven or not, have solid demand for new equipment
to build final products here or export the finished products overseas. The Iran war started on February
28 so we still do not know what companies will do when faced with this latest dramatic headwind to
economic growth which has sent energy prices and business costs soaring. Computers and
machinery orders were very strong in the first two months of the year where these purchases may
have been bolstered by the construction of data centers. Consumers were more uncertain in the first
guarter of 2026, so the economy may need the boost from business capital investment. Stay tuned.
Nondefense capital goods orders increased 0.6% in February to record highs after a 0.4% decline in
January with no hint of recession if companies have anything to say about the outlook.
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Slow growth, more inflation (Thursday)
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where the second estimate was 0.7%. Inventories [Firstestimate for Q1 is Thursday, April 30

and housing starts added slightly less. The Federal government shutdown effect remains at a 1.1
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speed for growth, first it was

1.4% in the fourth quarter of 2025, then 0.7%, then, no, no, no, today’s third and final estimate is just
0.5%.
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Meanwhile, core consumer inflation is literally exploding with two gigantic increases of 0.4% in January
and in February to start the year. No Fed official worth his salt is going to vote for interest rate cuts as
the inflation data is red hot even before the Iran War started. Real consumer spending was weaker in
February than we thought as well with a slight increase of 0.1%. The economy was on the road to ruin
with more inflation and less growth even before the Iran War which seems to stretch on and on.

Finally the Federal government is not working for economists either that is for sure as the lazy
Commerce Department statisticians pulled the PDF and Excel tables and spreadsheets, which used
to be included with the GDP/Personal Income data releases, making it twice as hard to read the
economic tea leaves in a timely manner. As Washington pulls back resources for measuring the
economy, we wonder if the short cuts to save money are harming the actual economic results they
present and whether the data can be trusted to be an accurate read on which way growth and inflation
go next.
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Incoming inflation threat (Friday)

Breaking economy news. Headline CPI jumped 0.9% in March to 3.3% year-on-year thanks to
gasoline prices at the pump that soared 21.2% to 18.9% from year earlier levels. Food at home is just
1.9% the last year which runs counter to our grocery shopping experience. Inflation minus

Jumped |n January the |ast feW years but has Weight CPI inflation Jan 2026 Feb 2026 Mar 2026 Mar 2026

) o 100.0 Total 0.2 0.3 0.9 3.3

settled down this year at 0.2% in February |13.698 Food 0.2 0.4 0.0 27

8.325 Food at home 0.2 0.4 -0.2 1.9

and March. 5.373 Food away from home 0.1 0.3 0.2 3.8

6.383 Energy -15 0.6 10.9 12.5

: ; 2.895 Gasoline -3.2 0.8 21.2 18.9

!\Iet, _net, t_he economy has just tgken a d_|rect 70910 Exfood & energy 03 02 0 o6

inflation hit as a result of the war in the Middle | 3.838 New vehicles 0.1 0.0 0.1 0.5

o : 2.759 Used cars/trucks -1.8 -04 -0.4 -3.2

East and .|t is an open qu_estlon whether the 2368 Clothing 03 13 10 34

seeds of its own destruction have not been | 1.489 Medical care goods -0.1 0.0 -1.0 0.3

. . 35.625 Shelter 0.2 0.2 0.3 3.1

layed. Every recession since the 70s has |5:c504 owner equiv. rent 0.2 0.2 0.2 3.3

been preceded by an energy price shock and | 6.315 Transportation 14 0.2 0.6 4.1

. 6.935 Medical care services 0.3 0.6 0.0 3.7
if consumers thotht there was a cost of Special: Where inflation might come back down to

living crisis before, get ready, as you haven't [60.744 Services ex-energy 0.4 0.3 0.2 3.0

19.176 Commaodities (core) 0.0 0.1 0.1 1.2

seen nothing yet. The bond market is holding
up as traders for now as they are unsure how transitory this inflation surge is, but one thing is for sure
and that is the longer Fed officials sit on the sidelines and do nothing, the worse inflation is going to
get. Stay tuned. The silver lining is that the energy shock has not pushed up the prices of core
commodities yet, and ditto for services less energy services. The lesson of history however is that
core consumer inflation will be moving higher soon however, if gasoline prices at the pump don’t come
back down. Bet on it.

0.8 T
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Consumers hit the panic button (Friday)

Breaking economy news. Later on Friday morning at 10am ET, the Michigan consumer sentiment
index fell to a record low. Sounds bad, doesn’t look good. Hard to know how to take this February
56.6 before the war, 53.3 in March, and now preliminary 47.6 in April. As the war goes on, the
consumer’s outlook (and the stock market, until this week) gets worse. The report said 98% of the
responses were in before the April 7 cease-fire.

Net, net, nothing like the news headline of consumer sentiment falling to a record low to wake market
participants up. Consumers have not stopped shopping online or taking trips to the shops and malls
yet, but that may change if this latest hit to confidence causes consumers to retreat into their foxholes
until the war is over. The survey was all but completed before the ceasefire was announced, but it still
shows how worried Americans are about the economy, and the soaring cost-of-living in particular,
even before gasoline prices busted through the $4 a gallon ceiling. Economists say once the inflation
genie is out of the bottle, it is nearly impossible to cancel the price increases and return costs back
down to where they were. Time will tell if fed-up consumers go on strike. Stay tuned. Hopefully, the
worst is still not to come.
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The report also said buying conditions for durables and motor vehicles worsened.

Cars & Light Trucks SAAR millions
2025 2026
Apr  May Jun  Jul Aug Sep  Oct Nov Dec Jan Feb Mar
171 156 158 166 165 166 155 157 160 148 158 16.3
Q225 16.2 Q325 16.6 Q425 157 Q126 15.6

These buying conditions don’t always predict the future. Car & light truck sales were 16.3 million at
an annual rate in March and so back to normal. That is why we thought consumer spending in real
dollars might make it to 1.5% in Q1 2026. Sales were knocked down a few times over the last year
but recovered. First drop was May 2025 after the Trump tariffs, the second was the October Federal
government shutdown, and the third was the colder than seasonal winter temps in January this year.
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any event, any decision to enter into a transaction will be yours alone, not based on information prepared or provided by FWDBONDS LLC. FWDBONDS LLC hereby disclaims any
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transaction or business strategy. While FWDBONDS LLC believes that any relevant factual statements herein and any assumptions on which information herein are based, are in each case
accurate, FWDBONDS LLC makes no representation or warranty regarding such accuracy and shall not be responsible for any inaccuracy in such statements or assumptions. Note that
FWDBONDS LLC may have issued, and may in the future issue, other reports that are inconsistent with or that reach conclusions different from the information set forth herein. Such other
reports, if any, reflect the different assumptions, views and/or analytical methods of the analysts who prepared them, and FWDBONDS LLC is under no obligation to ensure that such other
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Copyright 2026 FWDBONDS LLC All Rights Reserved
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