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Commerce Bank kicked off 2026 by completing a merger
with FineMark Bank and Trust, a division of Commerce
Bank, a bank and wealth management firm with offices
in Florida, South Carolina, and Arizona. We are excited
for an experienced and well-rounded team of investment
professionals to join us.

In 2025, equity markets delivered a third consecutive year
of double-digit returns with technology stocks still in the
lead. International equities not only provided diversification
for stock portfolios but also outperformed their domestic
peers as the declining value of the dollar lifted returns.
Fixed income portfolios produced strong returns buoyed by
three Federal Reserve (Fed) rate cuts in the second half

of 2025.

Looking into 2026, the economic environment is
presenting challenges for businesses and consumers, but
both are adapting. In the near term, we anticipate that the
One Big Beautiful Bill Act (OBBBA) will provide stimulus

to consumers through tax changes and to businesses
through accelerated depreciation. The stimulus builds on
an already-resilient economy that is weathering tariffs,

a weakening job market, and a shifting

regulatory environment.

FROM THE CHIEF INVESTMENT OFFICER

Our focus remains on the labor market. A lack of
immigration, technology impacts, and Department of
Government Efficiency (DOGE) reductions to the federal
workforce are all contributing to volatility.

Equities have been trading above historical valuations for
some time. However, earnings over the course of 2025
still exceeded expectations as artificial intelligence (Al)
investment powered growth. Al is slated to continue to
receive massive investment as businesses embrace the
technology.

We remain diligent in exploring opportunities and
evaluating risks inside financial markets and have
portfolios positioned with a balanced, neutral posture.

| encourage you to explore this edition of Look at the
Markets and thank you for your continued confidence in
Commerce Trust.

DAVID HAGEE
Chief Investment Officer
Commerce Trust



Gross Domestic Product (GDP)

Consumption contributes to real GDP as consumers acclimate to tariffs

B Government Spending Change in Private Inventories Il Consumption
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Source: Bureau of Economic Analysis, Commerce Trust.
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Average Monthly Job Growth with Three-Month
Moving Average
Hiring slows, dipping into break-even range

. Monthly Jobs Report === Three-Month Moving Average Break-Even Range 30K - 60K
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Source: Bureau of Labor Statistics.
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U.S. Consumer Price Index (CPI) Goods versus Services

Inflation is slowing and tariff impacts are muted
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Source: Bureau of Labor Statistics; Bloomberg.
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2025 U.S. Budget Deficit at 5.9% of
Gross Domestic Product (GDP)

Tax revenues rising, but the deficit still exceeds GDP growth rate
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Source: JP Morgan; Congressional Budget Office.
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Global 10-Year Bond Yields

U.S. Treasury yields comparatively high for the developed world
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High Yield Credit Spreads

Historically low reward for taking on higher risk
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Source: Bloomberg, Commerce Trust. Benchmarks for above spreads: Bloomberg US Corporate High Yield Bond Index,
Bloomberg Municipal Bond: High Yield vs. Bloomberg Municipal AAA Index.
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Artificial Intelligence (Al) and Technology Lead with Strong
Earnings
Al boom not a replay of the internet boom

S&P 500 Index Annualized Returns
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Source: FactSet (SPX Annualized Returns, through 12/31/2025); Coatue, Bloomberg (Price to Earnings Growth
Comparison), Cisco peak March 2000, Nvidia current through 10/31/2025.
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Impact of Geopolitical Influence on the S&P 500 Index

Equity market resilience during geopolitical uncertainty
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Source: Federal Reserve Bank of St. Louis (FRED), Commerce Trust.
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Three Consecutive Years of 10+% Returns for the
S&P 500 Index

A fourth year of positive returns expected for 2026
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U.S. Projected Power Consumption Supporting Al

Data center buildouts require substantial energy to meet expected Al needs

B Current U.S. Power Consumption
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Source: Source: NVDA, U.S. Energy Information Administration.
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The Shifting Equity Landscape

Publicly listed companies versus private equity-backed companies
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