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INTEREST RATES

fwd: Bonds
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Where’s the market going? No more fundamental question. S&P 500 hit a new record close on
Wednesday, up 9.9% on the year, despite the Iran war and its inflation, a new regime-change Fed

Chair with many FOMC 1.0 member leftovers still thinking about potential rate hikes. Stock market
seems to be running on Al dreams and the chips needed to make it a reality. Meanwhile, 10-yr yields
fell from the extremes as non-professionals don’t realize that bond portfolio managers like to buy when
yields jump higher, put money to work, and don’t worry about “short-term” paper losses (just a number
on a piece of paper) if yields keep going higher. Yields sank like a stone following crude oil. Markets
waited yet again for an Iran peace deal, but nothing as of the close. Stocks closed up 10.7% YTD at
record highs anyway. 10-yr Treasury yields were 4.44% Friday versus 4.56% the week before.

Apple, Inc. (AAPL) up 14.8% YTD, Tim Cook stepping down

CEO Tim Cook’s stepping down notice was after the bell on Monday, April 20, and the stock fell the
next day, but that was pretty much the low at $265. The stock closed at $271.35 on Thursday, April
30 before earnings, and was up as much as 5.8% the next day. Net sales were up 17% to $111.2
billion, and the company says it will rise 14 to 17 percent next quarter, more than the Street expected.
The stock managed to finally move
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time for Chair Warsh to combine the Kansas City and Dallas regional Federal Reserve banks as a cost
savings measure that the Administration favors. But wait until the Jackson Hole confab in August which
this year is on “Financial Innovation: Implications for Payments and Policy.” Interesting.
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Next up: May CPI inflation Wednesday, June 10 830am ET
Monthly 2026 2025 2025
% Changes Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun May Apr Mar Feb
Core CPI inflation 0.4 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
Core PCE inflation 0.2 0.3 04 04 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.1 04
Core PCE YOY 3.3 3.2 3.0 3.1 3.0 2.8 2.8 2.8 2.9 2.9 2.8 2.8 2.6 2.7 3.0
Core CPI YOY 2.8 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 fwdbonds.com | 26 May 2026



https://www.federalreserve.gov/newsevents/speech/jefferson20260527a.htm
https://www.federalreserve.gov/newsevents/speech/jefferson20260527a.htm
https://www.federalreserve.gov/newsevents/speech/jefferson20260527a.htm

Economic and Markets Research fwd: Bonds

OTHER ECONOMIC NEWS
Another day another measure shows consumers unworried (Tuesday)

Breaking economy news. Unlike the consumer sentiment index from the University of Michigan at all-
time lows, the Conference Board measure is little changed. April had been 92.8, revised to 93.8, then
back down slightly to 93.1 in May. Not much to see on the chart here. The preliminary survey results
cover May 1 to the 19h.

Net, net, the Conference Board consumer confidence index is barely registering what is happening
over in the Middle East and if the consumer is upset about the economy, they sure are not telling
anyone about it. Little change in the index since February. We are stunned how the consumer is so
little perturbed by the Iran war and $4 gasoline, let alone jobs and incomes. Resilient is hardly the
word for the consumer’s behavior and outlook on life, and clueless or resigned are words looking far
more descriptive of their attitudes. Longer-term, consumers have clearly lost their swagger since the
November 2024 elections, but in recent months, Washington economic officials have done less to
surprise Americans since the brief confidence collapse on the announced Liberation Day tariffs in April
2025. Consumer confidence has not rebounded to their former highs unlike the stock market. Maybe
the stock market wealth effect is trickling down to the average American afterall and keeping their
chins up. Stay tuned.
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Economy cooler, inflation not not hot (Thursday)

fwd: Bonds

Breaking economy news. GDP, PCE spending/inflation, durable goods, jobless claims, all released at
830am ET. Too much data to count. Real GDP in Q1 2026 is 1.6% now, no longer 2.0%. Inventories

added less. Growth still would not be much
without the 0.9% percentage point
contribution from business equipment which
is what Al has to give America. Real
consumer spending slowed to just 0.1% in
April from stronger 0.3s in both February and
March, and consumers dipped into their
savings to do it, where personal saving as a
percentage of disposable personal income
was 2.6 in April versus 3.2 in March and 3.6
in February. So much for April income tax
refund checks that were $100.7 billion versus
$86.4 billion in April 2025. If spending is
unchanged in the rest of the second quarter
real consumption would be
1.7%, virtually the same as ¥
1.4% in Q1 2026, and we
estimate it will be 2.5% when o ..
May/June are received. N

©

Durable goods slowed, but S
from a huge jump the month
before. As it stands, «
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orders ex-aircraft fell back in
April by 1.1% after the =
extraordinary 3.9% jump in

. . 55
March. Most of the increase in 2011 2012 2013

March was Al-again: computers and electronic products.

Besides durable goods, weekly jobless claims for
the May 23 week increased 5K to 215K which is
where it has been since the Iran war started.
Continuing claims for the May 16 week, the survey
week for the May employment report next Friday,
June 5, were 1.786 million and does not hint at

Q4 24| Q1 25| Q2 25| Q3 25| Q3 25| Q4 25|Q1 26p| Q2 26r
REAL GDP 1.9/ -0.6 3.8 4.4 4.4 0.5 2.0 1.6
REAL CONSUMPTION 3.9 0.6 25 35 3.5 1.9 1.6 1.4
CONSUMPTION 2.6 0.4 1.7 2.3 2.3 1.3 1.1 1.0
Durables 09| -03 0.2 0.1 0.1 0.0 0.0 0.0
Nondurables 0.5 0.3 0.3 0.5 0.5 0.1 0.0 0.1
Services 1.2 0.4 1.2 1.7 1.7 12 11 0.9
INVESTMENT -1.3 3.8 -2.7 0.0 0.0 0.4 15 1.2
Business Plant -0.3] -0.1| -0.2| -0.2] -0.2 -0.2 -0.2 -0.2
& Equipment and -0.2 1.0 0.4 0.3 0.3 0.2 0.9 0.9
Intellectual Property 0.0 0.3 0.8 0.3 0.3 0.3 0.7 0.6
Homes 0.2 0.0/ -0.2/ -0.3| -03 -0.1 -0.3 -0.2
Inventories -0.9 26/ -34) -01] -01 0.1 0.4 0.1
EXPORTS -0.1 0.0/ -0.2 1.0 1.0 -0.4 1.3 1.3
IMPORTS 0.0 -4.7 5.0 0.6 0.6 0.1 -2.6 -2.6
GOVERNMENT 0.6/ -0.2 0.0 0.4 0.4 -1.0 0.7 0.7
Federal defense 0.2 -0.3 0.0 0.2 0.2 -04 0.1 0.1
Fed nondefense 0.1 -01 -04 0.0 0.0 -0.7 0.5 0.5
State and local 0.3 0.2 0.3 0.2 0.2 0.2 0.2 0.2
Below line: Percentage point contributions to Q1 2026 1.6% real GDP
Third estimate for Q1 is Thursday, June 25
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2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 %
New Home Sales
Median
Total Northeast Midwest South West| Price$
2023 Year 666 33 68 412 153| 428,600
2024 Year 686 34 80 413 158| 420,300
2025 Year 678 33 82 412 150] 417,400
Jan 2026 576 29 75 339 133| 416,200
Feb 641 18 83 397 143| 412,300
Mar 663 31 88 410 134| 391,100
Apr 622 27 66 370 159| 422,500
Thousands at Seasonally Adjusted Annual Rate

much of a change to the April 4.3% (4.34) jobless

rate in theory, although it was almost 4.4% last month. New home sales were down in April to 622
thousand at an annual rate after getting revised back to 2021. It would have been weaker if not for the
increase out West. Median prices jumped to $422,500 finally in April, and are above the $417,400
2025 annual level. A nice price if you can find one.
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Net, net, overall inflation remains hot thanks to soaring energy prices, but the economy is somewhat
cooler with the downward revision to first quarter GDP, and softer data in April for real consumer
spending and key capital goods orders are making the prospects for a substantial pickup in economic
growth in the second quarter less likely for now. Core consumer inflation nudged up as the Fed
expected to 3.3% year-on-year in April from 3.2% in March and headline inflation was the hottest this
year at a 3.8% year-on-year pace.

The Fed’s so-called preferred inflation index may not be around for long under the newly installed Fed
Chair Warsh who along with the rest of the Trump administration economics team is turning over
every rock for data which shows inflation is just perfect. (Found it: the Warsh-endorsed Dallas Fed
Trimmed Mean PCE inflation calculated after today’s official data is only 2.3% year-on-year. There is
no cost-of-living crisis for Americans.) Moving on, if Washington economic officials were looking for
evidence to back up claims there is no cost-of-living crisis in America, they will have to look elsewhere
because PCE consumer inflation is still heating up in April as the Iran war pushes energy costs sharply
higher.

Monetary policy is less well positioned than ever and Fed rate hikes are suddenly back on the table
in a big way. The inflation risks are very, very real and the million dollar question is whether Fed
officials will turn the other way and try to ignore it as being temporary like they did during the Biden
inflation outbreak five years ago. Bond traders were relieved that core consumer inflation was not
even worse this month, but the three-decimal change was 0.239%, so it was close to being a 0.3%
monthly increase if you want to split hairs. Stay tuned.
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World trade normalizes (Friday)

Breaking economy news. The advance trade statistics for goods in April, where the full report is
released on Tuesday, June 9.

Net, net, America’s trade with the rest of the world continues to normalize after the volatility seen at
the start of the Trump administration with its import tariffs last year. Goods exports are outpacing the
imports of goods which brings the trade deficit down marginally. Capital goods imports are soaring
which appears to be related to the equipment purchases made by corporations during the Al boom.
Capital goods exports are also strong which explains why there is a US factory production resurgence.
Exports of agricultural products are little changed from year ago levels so the trade agreement made
with China does not appear to be reflected in the numbers yet. Stay tuned. The widening trade deficit
was a drag on the US economy in the first quarter’'s slow growth, but the trade deficit at the start of
the second quarter is holding steady for now. Q1 2026 growth was 1.6% with exports adding 1.3
percentage points and imports subtracting 2.6 percentage points from economic growth. World trade
is normalizing with no effect from the Iran war for a second straight month.

ADVANCE TRADE STATISTICS FOR APRIL

Monthly Percent changes

Seasonally adjusted Apr Mar Feb Apr Apr 26 | Mar 26 | Apr 26
Trade 2026 2026 2026 2025 Mar 26 | Feb 26 | Apr 25
Balance -82,400 -85,269| -81,737 -85,710
Exports 219,670, 211,200| 205,262 189,984 4.0 2.9 15.6
Foods, Feeds, & Beverages 14,969 15,020, 14,004 13,670 -0.3 7.3 9.5
Industrial Supplies (1) 88,254 86,401| 81,574 74,923 2.1 5.9 17.8
Capital Goods 71,258 66,280/ 65,136 59,070 7.5 1.8 20.6
Automotive Vehicles, etc. 12,832 13,201 12,927 12,149 -2.8 2.1 5.6
Consumer Goods 22,777 21,133 23,076 21,320 7.8 -8.4 6.8
Other Goods 9,579 9,166 8,545 8,852 4.5 7.3 8.2
Imports 302,070 296,469| 286,999| 275,694 1.9 33 9.6
Foods, Feeds, & Beverages 17,455 17,405| 16,822 18,477 0.3 3.5 -5.5
Industrial Supplies (1) 53,082 54,129 51,813 51,942 -1.9 4.5 2.2
Capital Goods 126,673 119,971 118,237 90,446 5.6 1.5 40.1
Automotive Vehicles, etc. 34,673 35,214 32,172 33,143 -1.5 9.5 4.6
Consumer Goods 55,976 56,526/ 54,040 69,800 -1.0 4.6 -19.8
Other Goods 14,211 13,225| 13,914 11,886 7.5 -5.0 19.6

(1) Includes petroleum and petroleum products.
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this document is accurate, current or suitable for any particular purpose. All content is subject to change without notice. All content is provided on an “as is” basis, with no warranties of any
kind whatsoever. Information from this document may be used with proper attribution. Alteration of this document or its content is strictly prohibited. ©2026 by FWDBONDS LLC.

By the way, in the way of the usual disclaimers, this is a final legal reminder that there is no investment advice offered or given anywhere in this newsletter or on the fwdbonds.com website.
These are just the things we would like to see before we save, invest, spend, and otherwise plan for the future, which of course is always uncertain.
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