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Key Takeaways:

Kevin Warsh conducts first FOMC meeting as Chairman.

Listening for tone of new Chairman.

Worst inflation environment since Volcker.

Getting back to the Fed’s core responsibilities.

No cuts expected as committee leans hawkish.

What to Look for at Warsh’s First Fed Meeting

This week Kevin Warsh resides over
his first Federal Open Market
Committee (FOMC) meeting since
taking over as Fed Chairman last
month. He is the first person to be
appointed Chairman who had left the
committee and spent nearly 15 years
in the private industry. He served as
the youngest Fed Governor from
2006-2011 during the height of the
Great Recession. This first meeting
has added importance because it will
be the first time we can get a feel for
the tone of the new Chairman
(hawk/dove/centrist), get his
intentions on interest rate policy and
his priorities in his first year as
Chairman (e.g. balance sheet,
transparency). In this weekly insights
we explain the challenges the new
Chairman faces, what we expectin
the first few meetings and what to
focus on in next week’s meeting.

e Most challenged Chairman
since 1970s : Kevin Warsh is
coming into office with the
headline Consumer Price Index
rising 4.2% (YoY), this is the
highest level of inflation for a
new Chairman since Paul
Volcker who served in the late
1970s and 1980s.
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Balance sheet burden: Warsh is
taking over the largest Fed
balance sheet of any new Fed
Chairman. At $6.7 trillion, itis
$2.2 trillion more than the record
high balance sheet Powell was
given in 2018. To put thisin
perspective it is larger than any
of the G7 economies (ex U.S.).

Communication overhaul:
Warsh has been critical of the
Fed’s transparency, especifically
when it comes to dot plots and
forward guidance. We expect
changes to the communication
from the committee’s meetings
and released projection
materials to be outlined soon.

Is the Fed using the right data?
Warsh is also critical of the data
that is used to measure inflation.
He does not like the traditional
core PCE Index as an inflation
gauge. He prefers “trimmed
averages” which can smooth out
supply and geopolitical shocks.
Currently, the Dallas Fed’s
trimmed mean CPl is
significantly lower than the
headline CPI (2.3% vs. 4.2%).
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e Backto basics: Atits core the
FOMC’s job is price stability and
maximum employment. Warsh
has been vocal about additional
Fed focus in recent years that he
does not believe belong at the
Fed (e.g., climate change policy,
DEl, fiscal policy, deficit
financing and trade policy).

Bottom Line

While there are skeptics that believe
Warsh will let politics interfere with
monetary policy, we are not! In fact,
Warsh has historically been a hawk
who has disagreed with several
measures taken in the past to keep
monetary policy accommodative. In
addition, the role of the Chairman is
to gather opinions and come with one
voice and most of his committee are
hawks at this time. We think his first
focus will be to address the current
state of inflation, set ateam to
research if the appropriate measures
on inflation are being used and
discuss plans to shrink the balance
sheet. We do not see a cut in the
future and if inflation keeps trending
higher, we expect a rate hike at his
next two-day meeting (September).
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. Key Takeaways:
Weekly Economic Recap -

Headline inflation driven by energy.

. ) Service prices are driving core inflation higher.
The May reading on the Consumer Price Index
came in as expected (+0.5% MoM), while the
bulk of the increase was led by energy. Global equities rise on peace optimism.
However, when you exclude energy and food, Yields fall as oil prices plummet.
prices rose 2.9% on a year over year basis. The
largest concern is service prices. At the
service level (excluding energy) prices rose at
the fastest pace since September 2025.

Consumer confidence surprisingly moves higher.

Commodities driven lower by oil prices.

Weekly Market Recap -

Producer prices rose more than expected at
the headline and core level. Higher energy
costs pushed headline prices up 1.1% in May.
Core prices (excluding food, energy and trade)
rose 0.8% (MoM), the most since 2022. Core
prices were led higher by financial services,
airfare and healthcare.

Equities: The MSCI AC World Index rebounded last week as optimism
around a deal between the U.S. and Iran grew. The gains were led by
European equities which have lagged in recent months. Within the U.S.,
the gains were led by small and midcap stocks with value outpacing
growth. The Russell 2000 posted its best week in eight weeks.

The NFIB Small Business Optimism Index fell
for the fourth time in the first five months of
2026. The majority of the weakness was in
sentiment around hiring, earnings, inventories
and credit conditions. In contrast, 36% of
those surveyed expect to be raising selling
prices and wages in the future.

Fixed Income: The Bloomberg Aggregate Index rallied as a peace deal
looked near and oil prices fell. In addition, while inflation is still higher than
Fed officials want, it came in close to analyst expectations. Investment
grade credit, high yield and emerging market bonds led the gains.

Commodities/FX: The Bloomberg Commaodity Index fell for the fourth
consecutive week as a peace deal looks promising and commodity prices
declined. The bulk of the losses were led by crude oil which has entered

The preliminary reading on the University of
bear market territory (a drop of 20% or more from its recent high).

Michigan Consumer Sentiment Index showed
that consumer confidence is trending higher in
June. Both the main components (i.e., Service Inflation Moving Higher
sentiment on current economic conditions
and sentiment on future expectations) rose.
Consumers are feeling more confident about
their finances over the next year and business
expectations. 6.00%
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Footnotes: Data is as of May 2026.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Global Equities Rise as Hopes for a Peace Deal Increased

irrent 1WK 1MO 3MO 1YR YTD - Current 1WK 1MO 3MO 1YR YTD
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Footnotes: Data is as of June 12, 2026.
Source: Bloomberg Finance LP, Verdence Capital Advisors.
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© 2026 Authored by Megan Horneman, Chief Investment Officer, Verdence Capital Advisors, LLC. Reproduction without permission is not permitted. The indexes presented are
unmanaged portfolios of specified securities and do not reflect any initial or ongoing expenses nor can it be invested in directly. An investment’s portfolio may differ significantly from
the securities in the index.

This material was prepared by Verdence Capital Advisors, LLC (“VCA” or “we”, “our”, “us”). VCA believes the information and data in this document were obtained from sources
considered reliable and correct and cannot guarantee either their accuracy or completeness. VCA has not independently verified third-party sourced information and data. Any
projections, outlooks or assumptions should not be construed to be indicative of the actual events which will occur. These projections, market outlooks or estimates are subject to
change without notice. This material is being provided for informational purposes only and is not intended to provide, and should not be relied upon for, investment, accounting, legal,
or tax advice. Past performance is not a guarantee of future results. Different types of investments involve varying degrees of risk, and there can be no assurance that the future
performance of any specific investment, investment strategy, or product or any non-investment related content, made reference to directly or indirectly in these materials will be
profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful. You should not assume that any
discussion or information contained in this report serves as the receipt of, or as a substitute for, personalized investment advice from VCA. Alternative investments are designed only
for sophisticated investors who are able to bear the risk of the loss of their entire investment. Investing in alternative investments should be viewed as illiquid and generally not readily
marketable or transferable. Investors should be prepared to bear the financial risks of investing in an alternative investment for an indefinite period of time. Due to various factors,
including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions. All indexes are unmanaged, and you cannot
invest directly in an index. Index returns do not include fees or expenses. Sector Watch Use of this website is intended for U.S. residents only. Any recommendation, opinion or advice
regarding securities or markets contained in such material does not reflect the views of Verdence Capital, and Verdence Capital does not verify any information included in such
material. Verdence Capital assumes no responsibility for any fact, recommendation, opinion, or advice contained in any such research material and expressly disclaims any
responsibility for any decisions or for the suitability of any security or transaction based on it. Any decisions you may make to buy, sell, or hold a security based on this research will be
entirely your own and not in any way deemed to be endorsed or influenced by or attributed to Verdence Capital. It is understood that, without exception, any order based on such
research that is placed for execution is and will be treated as an UNRECOMMENDED AND UNSOLICITED ORDER. Further, Verdence Capital assumes no responsibility for the
accuracy, completeness, or timeliness of any such research or for updating such research, which is subject to change without notice at any time. Verdence Capital does not provide
tax, or legal advice. Under no circumstance is the information contained within this research to be used or considered as an offer to sell or a solicitation of an offer to buy any particular
investment/security. Fixed income securities are subject to increased loss of principal during periods of rising interest rates. Fixed income investments are subject to various other risks
including changes in credit quality, market valuations, liquidity, prepayments, early redemption, corporate events, tax ramifications and other factors. Lower rated securities are
subject to greater credit risk, default risk, and liquidity risk. Commodity-related products, including futures, carry a high level of risk and are not suitable for all investors. Commodity-
related products may be extremely volatile, illiquid and can be significantly affected by underlying commodity prices, world events, import controls, worldwide competition,
government regulations, and economic conditions, regardless of the length of time shares are held. Data is provided for information purposes only and is not intended for trading
purposes. Verdence Capital shall not be liable for any errors or delay in the content, or for any action taken in reliance on any content.
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