YA

MEMBERS TRUST COMPANY

Investment perspectives on economic and market developments October 1, 2026

Selective Optimism

Key Takeaways

. Market gains remain narrow, concentrated in large-cap technology, while weak long-duration Treasury returns signal expectations for higher-for-
longer rates rather than recession.
. Household demand continues, but inflation outpacing wage growth and rising reliance on high-cost revolving credit leave consumers

expansionary in nominal terms and strained in real terms.

Indicator Impact Insights
Economic Growth o Growth in consumer spending and productivity continue to support resiliency
Inflation Real purchasing power continues to face pressure from inflation growth relative to compensation growth
Fed Policy Weak long-duration Treasury returns signal investors expect rates to stay elevated, with little conviction around aggressive easing.
Stock Market o The S&P 500 advanced, but leadership stayed concentrated in large-cap technology while mid- and small-caps lagged.
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Economic and Market Review

September's markets reflected selective optimism rather than broad-based confidence. The S&P 500 advanced, led overwhelmingly by large-cap
technology, with the Technology sector posting the strongest six-month return by a wide margin. Mid- and small-cap equities trailed large caps, highlighting
the narrow nature of market leadership. Emerging markets outperformed developed international equities, indicating improved investor appetite for select
non-U.S. opportunities. Within the U.S., participation remained uneven, as several sectors continued to post negative three- and six-month returns. In fixed
income, Treasury performance weakened as duration increased, with long-dated bonds producing the poorest results over both three- and six-month
periods. The sharp performance gap between short- and long-maturity Treasuries suggests continued pressure on longer-term interest rates and limited
demand for duration exposure.

The U.S. economy continued to demonstrate resilience as recent economic releases continue to paint a mixed but generally constructive picture.
September ADP private payrolls increased by 90,000, exceeding expectations of 70,000, while consensus forecasts for the September employment
report called for a similar 90,000 gain following August's 162,000 increase. The data suggests a labor market that is slowing but remains expansionary.
Consumer credit reached $5.17 trillion, growing 2.6% annualized and shrinking in real terms. Revolving credit drove the gain, up 4.0% year over year
and contributing roughly 42% of total growth despite representing only 26% of balances. With card APRs near 22%, households increasingly rely on
high-cost borrowing, leaving credit expansionary in nominal terms but strained in real terms.

Outlook and Positioning
Narrow leadership and higher-for-longer rates argue for discipline, not reallocation around short-term signals. Our 2026 Capital Market Assumptions still
favor diversified global equity exposure and an improving role for fixed income as a stabilizer and source of income. Positioning remains diversified and

anchored to the efficient frontier.
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