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Key Takeaways:

Diesel prices have increased more than gasoline prices.

Diesel powers nearly every aspect of the economy.

Inflation is the most important risk.

Regulation proposed could have the opposite effect.

W VERDENCE

Need to see the Strait of Hormuz open to move diesel before seeing price relief.

Why Diesel Prices Matter?

Most of the attention on rising fuel
costs due to the Iran war has been
centered around gasoline prices.
However, we should not ignore diesel
prices as the daily national average of
a gallon of diesel has increased more
than regular gasoline since the war
started. Diesel gases are hovering at
arecord high ($6.53/gallon) and have
increased over 70% since the end of
February, compared to the ~50%
increase in gasoline prices. Before
the Iran war, the Gulf and Russia
made up ~45% of the world’s
seaborne diesel trade, according to
the International Energy Agency (IEA).
In August, the IEA reported that Gulf
diesel exports had fallen to just over a
quarter of pre-war levels and Russia’s
exports have been at a near standstill
as refineries have been targeted by
Ukraine. In this Weekly Insights, we
look at why diesel matters, how
higher prices impact the economy,
and what policymakers have
proposed to bring prices down.

o Why does diesel matter? Diesel
powers nearly every aspect of the
global economy. It powers things
like trucks, machinery, rail, farm
equipment and some cargo ships.
The American Trucking Agency has
reported that trucks and freight rail
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which runs primarily on diesel
move ~80% of the U.S. freight
tonnage." In addition, the American
Farm Bureau Federation expects
farm fuel expenses (which include
diesel) to hit a record $22 billion
this year.

e How this impacts the economy.
Since diesel is important to the
movement and production of so
many items, higher prices are
inflationary. How much businesses
can pass onto consumers and how
much they can absorb depends on
margins. Some of the primary
businesses that rely on diesel (e.g.,
truckers, farmers, manufacturers)
already have thin margins so they
have little ability to absorb the
higher prices. They either cut
production (less crop growing)
which shrinks supply or pass it
onto consumers. Both options are
inflationary.

e What policymakers have
proposed. The most talked about
proposal has been to limit or even
eliminate diesel exports for a
specified time or until the price
falls to a predetermined level.
However, this could actually have
the opposite effect and raise other

fuel costs. A barrel of crude oil is
refined to produce diesel, gas and
jet fuel. If refiners do not export
diesel they refine fewer barrels of
crude oil because they don’t have
space to store diesel. In addition,
most of the diesel sits in the Gulf
and pipelines to the east coast are
near capacity and regulations limit
shipping between U.S. ports. This
is a refinery and capacity problem,
not a production problem.

The Bottom Line:

In our opinion, the current proposal is
unlikely to bring prices down. Diesel
is priced in the global market and
keeping U.S. barrels at home forces
refiners to cut output, pushes gas
prices higher and can strain
relationships with key trading
partners who rely on U.S. fuel. The
only way to truly get prices down is to
restore shipping through the Strait of
Hormuz so we can move diesel. Until
that happens, diesel prices are an
inflation and margin risk for
businesses. We will continue to
watch refinery output and freight
costs to see how long this can be an
inflation and economic problem.
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Weekly Economic Recap -

The S&P Global Flash PMI showed that
manufacturing and service activity surged in
September. The composite index has
increased for four consecutive months and
both underlying components (i.e.,
manufacturing and services) jumped to the
highest level on record (records began 2023).

The final reading on building permits for
August showed that permits fell slightly less
than originally reported (-2.1% vs -2.7%). Both
permits for single family and multifamily
homes declined for the month.

New home sales rose much more than
expected in August (+6.4% MoM vs. 1.3% MoM
est.) At a 684K annual pace, new home sales
are rising at the fastest pace this year. The
sales were strongest in the midwest and south
as both the northeast and west saw sales
decline. Due to the strength in sales, the
months’ supply of new homes dipped to the
lowest level since December 2025.

The preliminary reading on August durable
goods orders showed orders were flat for the
month. A steep decline in nondefense aircraft
overshadowed strength in electrical
equipment, machinery and metals. The core
reading (goods orders nondefense and
excluding aircraft) rose much more than
expected (+1.6% MoM vs. 0.6% est.).
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Key Takeaways:

Flash PMIs jump at a record pace.

New home sales strongest seen this year.

Core durable goods orders surging.

Global equities rally on economic and tech optimism.
Bonds fall on strong economic data.

Commodities dragged lower by precious metals and grains.

Weekly Market Recap -

Equities: The MSCI AC World Index rose the most in seven weeks as strong
U.S. economic data and positive tech news fueled risk appetite. The U.S.,
as measured by the S&P 500, outperformed all the major regions with the
exception of the emerging markets. EM, specifically Asia ex Japan, also
benefited from the rotation back to technology. Small and midcap U.S.
stocks and value underperformed large caps and growth stocks.

Fixed Income: The Bloomberg Aggregate Index fell for the fourth
consecutive week as strong economic data pushed long term rates higher.
The 30YR U.S. Treasury posted its worst one week decline in four months.
Municipals were the second worst performing sector as Treasury yields
remained volatilite and technicals remain weak.

Commodities/FX: The Bloomberg Commodity Index fell for the first time in
three weeks as gold prices were hampered by strong economic data and
competition from Treasury yields. Grains, specifically wheat, were also
weaker on disappointing export demand.

Global PMls Rise to Best on Record

60
58
56
54
52
50

48
Sep-23 Feb-24 Jul-24 Dec-24 May-25 Oct-25 Mar-26 Aug-26

S&P Global Flash PMI Composite

Footnotes: Data is as of September 2026.
Data Source: Bloomberg Finance LP, Verdence Capital Advisors.
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Global Equities Rally as Investors Rotate Back to Technology
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Current 1WK 1YR YTD Current 1WK 1MO 1YR YTD
Dow Jones MSCI AC
Industrial 51,829 03%  -31%  02%  14.6%  9.1% 1,148 1.0% 0.0% 3.9%  19.5%  14.3%
World (USD)
Average
S&P 500 7,743 12%  1.0% = 55% @ 18.6%  14.1% Ms(ﬁ's‘i)’;FE 3,149 02%  -32%  1.6%  18.3%  10.9%
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Russell 1000 5,084 24%  37%  71% 9.7% 7.2% k] MSCI Europe 3,412 03%  -50%  -0.5%  152% = 6.6%
Growth g ex UK (USD)
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3 MSCI UK
Russell 2500 5,015 0.5%  -5.0%  -4.7% = 205%  16.6% £ (USD) 1,683 0.6%  -45% = 2.8% = 19.3%  9.0%
MSCI EM
Russell 2000 2,838 0.8%  -5.6%  -5.3%  19.3%  15.5% (UsD) 1,732 1.3% 1.8%  -0.8%  31.4%  252%
Nasdaq 27,069 21%  3.6%  6.9%  21.7%  17.0% MSCI Asia ex 1,150 1.6% 24%  1.0%  33.0%  27.6%

Japan (USD)
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ggreg Index
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Govt/Credit 5.4% 0.8% 2.4% 3.0% 1.2% 2.3% (USD/bbl) $104.3 0.5% 15.7% 29.1% 34.9% 43.5%
U.S. 10 Year o o o o o & o o 5 0 5
Treasury 5.2% -1.1% -3.7% -4.6% -3.2% -4.5% Gold ($/0z) $4,284.8 -2.1% -8.0% 6.4% 14.3% -0.8%
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2 US.TIPS (1- o o o 0 o E 0 0 0 0/ 0
& 10YR) 5.1% -0.4% -2.4% -1.9% -0.3% -0.7% 8 Copper $14,622.5 0.7% 1.9% 10.2% 42.5% 17.7%
3
X
= U.S. High
-Yi-eld 8.1% -0.9% -1.9% -1.0% 2.3% 0.8% Wheat $236.8 -2.0% 0.0% 11.5% 10.4% 18.1%
EM BOndS 0, 0y 0, 0, 0, 0, 0 () 0/ 0,
(USD) 6.7% -1.0% -2.3% -2.7% 1.5% -0.7% U.S. Dollar 101 0.7% 2.1% -0.5% 2.5% 2.7%
M;gfé‘;al 4.7% 1.8%  -43%  5.6%  21%  -3.6% VIX Index 14.9 04%  -3.8%  -21.3% -112%  -0.5%
1. According to the most recent annual American Trucking Agency report released in 2024.

Footnotes: Data is as of September 25, 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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