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Inflation should decline alongside depleted COVID excess
savings
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Reduced unit labor costs will keep inflation notably lower
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Chinese deflation should exert downward pressure on U.S.
prices
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The Trump tariffs did not cause inflation in 2018
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Just like in 2018 survey based inflation metrics are increasing
again
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Liberation Day Reciprocal Tariffs
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The average tariff rate will jump to its highest in almost 90 years
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Separate inflation realities for Democrats and Republicans
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Growth for shelter related costs is on a downward trend
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Labor market is resilient, but is getting softer
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The quality of available jobs may be declining
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Nonfarm payrolls may turn negative
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Job cut announcements have spiked and initial claims could

follow
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Unemployment may be on the verge of rising
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The market is pricing three full rate cuts by YE 2025

May-25 Jun-25 Jul-25 Aug-25 Sep-25 Oct-25 Nov-25 Dec-25

0 - T I T T T T T T
-1 I
-2 -

® Cumulative # of cuts priced per meeting by YE 2025

PIPER SANDLER | 19
Source: Bloomberg, Piper Sandler (4/11/2025)



Current levels of inflation and employment point to over 200

bp of rate cuts
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Since the early 1980s yields have always declined as the Fed

cut rates
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US debt has risen sharply over the last eight years
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US debt has risen sharply since the Great Financial Crisis
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High debt doesn’t always translate into higher interest rates

Debt as €bs Debt as €bs

Country 10yr yield % of GDP Spread Country 10yr Yield % of GDP Spread
(bp) (bp)
Japan 1.33% 250% 23 South Africa 10.95% 73% 267
Greece 3.42% 158% 67 Colombia 12.62% 54% 268
United Kingdom 4.67% 155% 25 Brazil 14.73% 75% 197
ltaly 3.70% 136% 63 Mexico 9.57% 40% 150
United States 4.43% 122% 57 Pakistan 12.65% 77% 936
France 3.28% 114% 44 Turkey 32.00% 29% 360
Canada 3.20% 107% 29 Romania 7.39% 53% 240

Source: Federal Reserve, Piper Sandler (4/14/2025) PIPER SANDLER | 25



The risk of a fiscal crisis is still manageable, but pressure is
building
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The cost of insuring government debt climbed as investors get
nervous
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How to reduce debt pressure
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President Trump will push for lower rates

September 2019

Donald J. Trump @realDonaldTrump

The Federal Reserve should get our
interest rates down to ZERO, or less, and
we should then start to refinance our
debt.INTEREST COST COULD BE
BROUGHT WAY DOWN, while at the same
time substantially lengthening the term.
We have the great currency, power, and
balance sheet.....

Source: Piper Sandler
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Solving multiple problems with a single shot

The Banks
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The leading index decline has never been this large without a
recession
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Yield curve inversions have been reliable predictors of
recessions
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Unemployment hits cyclical lows just prior to the onset of the
next recession
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Credit card debt has risen to historic highs, as Americans save
less
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The Fed lowered rates, but credit card interest rates remain near
historical high levels
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Over the past few years, interest payments on credit cards have
nearly doubled
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Signs of consumer stress are appearing
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The wealth effect: Equities + Housing
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Equity valuations appear excessively high

2 - S&P cyclically adjusted P/E ratio
S&P Market Cap / GDP Ratio
2000
1.6 1 40
1929
12 - 30 -
0.8 20 ‘
04 - 10 Average P/E =17.5
(1910-2024)
0 T T T 0 T T T T T T
Mar-90 Mar-00 Mar-10 Mar-20 1910 1929 1948 1967 1986 2005 2024

Source: Bloomberg, Piper Sandler PIPER SANDLER | 41



Inflation on a downward trend

Cracks in the labor market

How much will the Fed ease

Debt, deficits and higher interest rates
Recession or Soft Landing

Consumer Overspending

Fed funds and 10yr Treasury at YE 2025

PIPER SANDLER | 42



Short term rates are likely to fall with GDP estimates
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The decrease in expected rate cuts is putting downward
pressure on long-term rates

Fed funds rate priced in by YE 2025 (%)
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Where is the 10yr Treasury rate headed in 2025

95% confidence level

#ofratecuts  YE 2025 Fed Predicted 10yr Lower limit  Upper limit

from 4.5% Funds rate Treasury rate (%) (%) (%)

Soft Landing 1 4.25 4.70 4.54 4.86
Soft Landing 2 4.00 4.52 4.36 4.68
Soft Landing 3 3.75 4.34 4.18 4.50
4 3.50 4.16 4.00 4.32

5 3.25 3.98 3.82 4.14

6 3.00 3.81 3.65 3.97

7 2.75 3.63 3.47 3.79

Hard Landing 8 2.50 3.45 3.29 3.61
Hard Landing 9 2.25 3.27 3.11 3.43
Hard Landing 10 2.00 3.09 2.93 3.25
Hard Landing 11 1.75 291 2.75 3.07
Hard Landing 12 1.50 2.73 2.57 2.89
Hard Landing 13 1.25 2.55 2.39 2.71
Hard Landing 14 1.00 2.37 221 2.53
Hard Landing 15 0.75 2.20 2.04 2.36
Hard Landing 16 0.50 2.02 1.86 2.18
Hard Landing 17 0.25 1.84 1.68 2.00

Source: Bloomberg, Piper Sandler
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Disclosures

The material contained herein is not a product of any research department of Piper Sandler & Co. or any of its affiliates. Nothing herein constitutes a recommendation of any security or regarding
any issuer; nor is it intended to provide information sufficient to make an investment decision. The information provided is herein not intended to be and should not be construed as a
recommendation or "advice" within the meaning of Section 15B of the Securities Exchange Act of 1934.

The information contained in this communication has been compiled by Piper Sandler & Co. from sources believed to be reliable, but no representation or warranty, express or implied, is made by
Piper Sandler & Co., its affiliates or any other person as to its accuracy, completeness or correctness. All opinions and estimates contained in this communication constitute Piper Sandler & Co.'s
judgment as of the date of this communication, are subject to change without notice and are provided in good faith but without legal responsibility. Past performance is not a guide to future
performance, future returns are not guaranteed, and a loss of original capital may occur.

Nothing in this communication constitutes legal, accounting or tax advice or individually tailored investment advice. This material is prepared for general circulation to clients and may have been
prepared without regard to the individual financial circumstances and objectives of persons who receive it. The investments or services contained in this communication may not be suitable for you
and it is recommended that you consult an independent investment advisor if you are in doubt about the suitability of such investments or services.

Every state in the U.S., and most countries throughout the world have their own laws regulating the types of securities and other investment products which may be offered to their residents, as
well as the process for doing so. As a result, any specific securities discussed in this communication may not be eligible for sale in some jurisdictions. This communication is not, and under no
circumstances should be construed as, a solicitation to act as securities broker or dealer in any jurisdiction by any person or company that is not legally permitted to carry on the business of a
securities broker or dealer in that jurisdiction.

In providing information contained herein to a municipal entity or obligated person, Piper Sandler (i) is not providing discretionary investment advice to any municipal entity or obligated person
recipient (ii) is not acting as an advisor to any municipal entity or obligated person and (iii) does not owe a fiduciary duty pursuant to Section 15B of the Exchange Act to any municipal entity or
obligated person with respect to the information and material contained in this communication. Piper Sandler is acting for its own interests, and any municipal entity or obligated person recipient of
this information should discuss any information and material contained in this communication with any and all internal or external advisors and experts that the municipal entity or obligated person
deems appropriate before acting on this information or material.

To the fullest extent permitted by law neither Piper Sandler & Co., nor any of its affiliates, nor any other person, accepts any liability whatsoever for any direct or consequential loss arising from any
use of this communication or the information contained herein. No matter contained in this document may be reproduced or copied by any means without the prior consent of Piper Sandler & Co.
Piper Sandler & Co. may buy from or sell to customers on a principal basis for its own account or as an agent for another person in the securities or related derivatives that are the subject of this
communication in reliance on Rule 206(3)-1, we will not obtain client consent for each principal trade.

Piper Sandler & Co. has or may have proprietary positions in the securities or in related derivatives that are the subject of this communication. Piper Sandler & Co. may have been manager or co-
manager of a public offering of securities of the issuer within the past twelve months. Additional information is available upon request.

Piper Sandler outgoing and incoming e-mail is electronically archived and recorded and is subject to review, monitoring and/or disclosure to someone other than the recipient. This e-mail may be
considered an advertisement or solicitation for purposes of regulation of commercial electronic mail messages. If you do not wish to receive commercial e-mail communications from Piper Sandler,
visit: www.piperSandler.com/do_not_email to review the details and submit your request to be added to the Piper Sandler "Do Not E-mail" directory. For additional disclosure information, see
www.piperSandler.com/disclosures.

Piper Sandler Companies (NYSE: PIPR) is a leading investment bank and institutional securities firm driven to help clients Realize the Power of Partnership®. Securities brokerage and investment
banking services are offered in the U.S. through Piper Sandler & Co., member SIPC and FINRA; in Europe through Piper Sandler Ltd., authorized and regulated by the U.K. Financial Conduct
Authority; and in Hong Kong through Piper Sandler Hong Kong Ltd., authorized and regulated by the Securities and Futures Commission. Asset management products and services are offered
through separate investment advisory affiliates.
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