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l Key Points I The current economic narrative

* The pace of economic growth remained strong in the first half of 2026, and
consumer spending has remained solid despite the sharp rise in prices this year.

 The economy continues to expand at a solid pace, with robust growth in
consumption and private investment.

« The labor market looks to be largely “in-balance.”
» Inflation has remained elevated above the Federal Reserve’s longer run 2% target.

« The Middle East Conflict, tariffs and ongoing geopolitical uncertainty continue to
weigh on businesses and households and cloud the outlook
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Real GDP growth has been volatile over the past two years

due to swings in net exports, inventories, and government
spending

Real GDP | SAAR quarterly percent change
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Growth in Final Sales to Private Domestic Purchasers

(consumption and fixed investment) has remained
strong over the past several years

Real Final Sales to Private Domestic Purchasers | SAAR quarterly percent change  aianta Fed
GDPNow
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Consumer Spend

Spending has been driven by higher-income households.

Share of spending, by income group
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The personal savings rate has declined sharply

over the past year

Personal Savings Rate | percent change, annualized
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Real consumption growth has strengthened in

recent months

Personal Consumption Expenditures | 3-month percent change, annualized
Real Personal Consumption Expenditures PCE Chain Price Index
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The rate of growth in real consumer spending

has strengthened in recent months

Real Personal Consumption Expenditures (PCE) | SAAR, 6-month percent change,
annualized
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Business Outlook
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Inflation and non-labor costs are influencing firms’

outlook and actions.

Firms' Most Pressing Concerns

Share of Firms Share of Total Mentions

Inflation

Non-labor Costs

Labor Quality/Availability
Demand/Sales/Revenue

Monetary Policy

Geopolitical Risk

Trade/Tariffs

Health of the Economy

Uncertainty

Financial Health of Customers/Ability to ...
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® Q22026 ® Q12026

Maote: Percentages do not sum to 100 because only the top ten topics (and ties) are shown. Results from the Q1 2026 survey (February 17 - March 5,
2026) are shown for comparison.

Source: Duke University, FRB Richmond and FRB Atlanta, The CFO Survey - Q2 2026 (May 18 - June 5, 2026)
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Majority of firms expect_demand to increase slightly or
remain flat over the next 12 months.

How do you expect demand for your firm's goods and/or services over =
the next 12 months to compare with the past 12 months?

Percent of Firms
50

40
30
20

10

0
Decrease Substantially Decrease Slightly Remain about the Same Increase Slightly Increase Substantially

@ Q22026 (N=527) ® Q12026 (N=469) ® Q42025 (N=545) @ Q32025 (N=522)
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Firms in our Survey of Business Uncertainty continue to expect higher cost and price growth over
the next 12 months. Both series have been increasing since the start of the Iran war, and there

were no differences in expectations pre- and post the Islamabad MOU.

Year Ahead Cost Growth and Price Growth Expectations
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Business Outlook Tariff policy continues to influence firms’ costs.

Have your cost expectations or realizations for 2025 or 2026 been =
affected by the implementation of tariffs or uncertainty around
tariffs/trade policy?

Percent of Firms
60
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Yes No Unsure

@ Q12026 (N=468) ® Q32025 (N=522)

Note: Results from the Q3 2025 survey (August 18 - September 5, 2025) are shown for comparison.
Source: Duke University, FRB Richmond and FRE Atlanta, The CFO Survey - Q1 2026 (February 17 - March 5, 2026)
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Business Outlook Tariff policy continues to influence firms’ prices.

Have your price expectations or realizations for 2025 or 2026 been
affected by the implementation of tariffs or uncertainty around
tariffs/trade policy?

Percent of Firms
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Mote: Results from the Q3 2025 survey (August 18 - September 5, 2025) are shown for comparison.
Source: Duke University, FRB Richmond and FRE Atlanta, The CFO Survey - Q1 2026 (February 17 - March 5, 2026)
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Most firms expect revenue growth in 2027 but anticipate

Business Outlook S )
limited growth in employment.

CFOs' Growth Expectations for Their Own Firms =
Mean Expected Year-Over-Year Percentage Change for Calendar Years 2026 and 2027
8
6
4
2
0
Revenue (N=509;504) Price (N=491;488) Unit Cost (N=47¢;474) Employment Average Wage
(N=521;524) (N=514;509)

@® 2026 ® 2027

MNote: Revenue, Price, and Unit Cost are weighted by sales revenue. Employment and Average Wage are weighted by employment. These data are also
winsorized at 2.5% and 97.5% to remove the potential influence of extreme values.
Source: Duke University, FRB Richmond and FRB Atlanta, The CFO Survey - Q2 2026 (May 18 - June 5, 2026)
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Firms vary on their employment outlook for the rercr:faizr(l)c;%r

How would you assess your firm's current employment situation? =

Percent of Firms
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Replacements Positions Level Workers Positions

@ Q22026 (N=530) ® Q12026 (N=473) @ Q42025 (N=548) @ Q3 2025 (N=525)
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: Demand Uncertainty and financial constraints on firms
Business Outlook i . .
appear to be primary drivers of contraction.

Why are you laying off workers or declining to fill open positions? =

Percent of Firms that Reported Laying Off Workers or Declining to Fill Open Positions
Demand Uncertainty
Financial Constraints
Weak Demand
Automated Tasks
Applicants Declined Offered Pay
Other
Lack of Qualified Applicants

Lack of Applicants
0 10 20 30 40 50 60
@ 022026 (N=49)

Mote: Percentages do not sum to 100 because respondents could select more than one option.

c i  CAadAaral Damcrmcarmim Darmbea ~AfD ALl rmacmimAdA ArmAdA Adtlarmitias DA Llnivrmrmsitvy DN Cuoimsmir YD ONDO LS NN



Business Outlook Impacts of the Middle East Conflict on Firms

Figure 2: Increase in Oil Prices - Impact on Unit Costs to Date Figure 3: Increase in Oil Prices - Impact on Prices to Date
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Impacts of the Middle East Conflict on Firms

Figure 5: Oil Price Impact to Date by Sector
Revenue-weighted mean (percentage point, pp)

= Impact on Unit Costs (pp) = Impact on Prices (pp)
Goods-Producing Industries
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Note: Categories mapped to numerical midpoints of given range, or assumed value for highest/lowest buckets. i.e.,
Significant decrease = -8% (or respondent-provided value).; Moderate decrease = -4%; Small decrease = -2%; Little/no
change = 0%; Small increase = 2%; Moderate increase = 4%; Significant increase = 8% (or respondent-provided value).
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| Key Points | Labor Markets

 Employment growth remains stable
* Labor supply could contract near-term

* Contacts generally holding employment levels flat
and operating in a “low hire, low fire”
environment
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The unemployment rate remains at a level that is

consistent with a labor market where supply and
demand are roughly in balance

Unemployment Rate | seasonally-adjusted
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Employment growth has moderated across multiple

industries over the past six months

Percentage Point Change in Employment | Jan-2026 to Jul-2026
Trade,
Transportation & Professional & Private Education
Total Private Utilities Construction Business Services Leisure & Hospitality and Health Services Manufacturing

1.11

-2.24

Note: Calculated as the difference between the 3-month percent change between the two periods.

Source: Bureau of Labor Statistics
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Excluding healthcare and government sectors,

employment growth has moderated in recent months

Nonfarm Payroll Employment | seasonally-adjusted 3-month moving average
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in thousands
150
130
110
90
70
50
30
10 A A
10 v
-30
-50
Feb-24 May-24 Aug-24 Nov-24 Feb-25 May-25 Aug-25 Nov-25 Feb-26 May-26
Source: Bureau of Labor Statistics Data through Jul-2026

26




Employment growth has moderated in recent

months

Nonfarm Payroll Employment | seasonally-adjusted 3-month moving average
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Labor force participation for prime age workers (ages 25-54) has

remained strong while participation for younger and older workers
(ages 16-24 & ages 55+) has weakened over the past year

Labor Force Participation by Age| Index: February 2020 = 100
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Source: Bureau of Labor Statistics and staff calclulations to historically adjust for population controls Jan-12 through Dec-23. Data data through  Jul-2026
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Wage growth over the past six months returned to levels
close to the pre-Covid period with the exception of wage

growth in goods-producing industries, which remains

elevated
Average Hourly Earnings of Production and Nonsupervisory Employees
6-month percent change, annualized ...2019 Jul-2026
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Wage growth has declined for both job stayers

and job switchers relative to a year ago

Nominal Wage Growth Tracker | 3-month moving average
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Sources: Current Population Survey, Bureau of Labor Statistics, and Federal Reserve Bank of Atlanta
Data updates can be found at https://www.frbatlanta/chcs/wage-growth-tracker.

Data through Jun-2026
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Real wage growth has decelerated over the

past year

Real Wage Growth Tracker | 3-month moving average
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Data updates can be found at https://www.frbatlanta/chcs/wage-growth-tracker.

Data through  Jun-2026
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Something’s got to give here...

Real Labor Compensation and Consumption | 12-month percent change
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Risk to the outlook: Real average hourly earnings growth has dipped into
modestly negative territory, as nominal wage growth has not kept up with the

recent rise in inflation, suggesting that households' financial situations are
worsening.

Real hourly earnings | 12-month growth rate
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Note: The wage series has been deflated by PCE Price Index. March 2020-June 2021 period has been removed from chart because the severity of the COVID pandemic
distorted the average hourly earnings measure of wage growth. Data from US Bureau of Labor Statistics, US Bureau of Economic Analysis, and Haver Analytics.
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I Key Points I Inﬂ.aticn

» Inflation is still above target

» (Gathered evidence points to a broadening-out of
Middle East Conflict price pressures

» Tariff-passthrough to prices appears to be a
drawn-out process.
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The share of the consumer basket with prices

increasing at a rate greater than 3 and 5 percent has
remained elevated relative to pre-Covid levels

Share of CPI Inflation Rising at Rates in Excess of 3 or 5 Percent | 3-month moving average
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Source: Bureau of Economic Analysis; author's calculations Data through May 1
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Headline CPI inflation remains elevated

Consumer Price Index (CPI) | 3 month percent change, annual rate
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The 12-month CPI inflation rate remains above the FOMC’s

target.

Consumer Price Index (CPI) | 12-month percent change, annualized
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The rate of increase for prices of core goods has steadily

increased over the past year due in part to the impact of
higher tariff, energy, and shipping costs

Personal Consumption Expenditures (PCE) Price Index | 6-month percent change, annualized
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Source: Bureau of Economic Analysis Data through Jun-2026
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The Federal Reserve began the process of

normalizing the federal funds rate in 2024

Interest Rates | Effective Federal Funds Rate 30-Year Fixed Mortgage Rate
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Source: Federal Reserve Board, Wall Street Journal Data through  Jul-2026
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FOMC participants expect to lower the federal

funds rate to its longer run level over the next
two years

FOMC Summary of Economic Projections
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Financial market participants expect one rate hike as early as

September.

The Path of Monetary Policy Expected by Market Participants ¢ Jun SEP
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Note: Data based on the prices of 3-month Secure Overnight Funding Rate (SOFR) futures with quarterly expiration dates.
Sources: CME Group, Federal Reserve Board of Governors, Atlanta Fed Market Probability Tracker www.frbatlanta.org/mpt Forecast through 2029 a1



| Key Points | Risks to the Outlook

« Inflationis not at target and it is moving away

* Prices are already high, and the evidence suggests price
pressures will move higher in the near term.

« Labor markets appear to be roughly balance but may be
moving away
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