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* Inflation progress
* The Fed’s response

¢ Regional economic conditions
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THE FEDERAL RESERVE’S CONGRESSIONAL MANDATE

The Federal Reserve Act mandates that the Federal Reserve conduct
monetary policy “so as to promote effectively the goals of maximum
employment, stable prices, and moderate long-term interest rates.”

Dual Mandate: maximum employment and price stability
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U.S. ECONOMIC UPDATE

NONCONFIDENTIAL // EXTERNAL

SOLID U.S. REAL GDP GROWTH IN Q2

EE—
Contributions to the Percent Change in Real GDP, 2026:Q2
Real GDP increased 2.2 percent
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GDP Gross domestic product

Note. Imports are a subtraction in the calculation of GDP. An increase in imports results

in a negative contribution to GDP, and a decrease in imports results in a positive contribution to GDP.
U.S. Bureau of Economic Analysis
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NONCONFIDENTIAL // EXTERNAL

MODERATE U.S. REAL GDP GROWTH IN Q2

Real GDP: Percent Change at Annual Rate, 2026:Q1-2026:Q2

Quintile percent changes
W 2.7% to 4.0%
M 2.1%to2.7%

RS [ 13% to 2.1%
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U.S. percent change = 2.2%

GDP Gross domestic product
U.S. Bureau of Economic Analysis
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NONCONFIDENTIAL // EXTERNAL

MODERATE U.S. REAL GDP GROWTH IN Q2
EE
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UNEMPLOYMENT LOW, STEADY RECENTLY

Unemployment rate
w==l).S, emmN.D. «==Minn.2
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EMPLOYMENT HIGH, GROWTH CONTINUES
MILLIONS, LEVEL
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Minn.

INDEX, FEB. 2020 =100
@==N.D.

EMPLOYMENT ACCELERATED RECENTLY

N.D

Source: Bureau of Labor Statistics
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EMPLOYMENT DECLINING IN SOME INDUSTRIES

Nonfarm employment increases by industry
Percent change from a year earlier as of August 2026

United States = North Dakota

Education and Health Services

Construction

Professional and Business Services ——

Other Services

Total Nonfarm Employment e
Leisure and Hospitality
Manufacturing -
Trade, Transportation and Utilities ——
Natural Resources and Mining ——

Government

Information and Financial Services —

-3 -2 -1 0 1 2 3 4 5 6

Source: Bureau of Labor Statistics
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LABOR MARKET APPEARS BROADLY BALANCED

N
MILLIONS 12-MONTH PERCENT CHANGE
Job Openings + Employment — Average Hourly Earnings
Labor Force Employment Cost Index
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Note: Job openings + employment is truncated at 150M for readability.
Source: Bureau of Labor Statistics.
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EMPLOYMENT-POPULATION RATIO
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LABOR FORCE PARTICIPATION RATE

16+, PERCENT
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16+, PERCENT
Minn.
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LABOR FORCE PARTICIPATION RATE
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INFLATION MADATE

OVERALL INFLATION RATE JUMPED AFTER IRAN WAR

Consumer Price Index
12-month percent change
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WHAT’S GOING UP/DOWN THE MOST?

Gasoline

Airline fares

Energy

Electricity

Apparel

Food Away from Home
All Items |

Shelter

lodging incl. hotels and motels
Food

Medical Care Services
Used Cars and IDFieks

5% 0%

5% 10% 15% 20% 25% 30%

CPI, August 2026

12-month change
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INFLATION HAS MOVED FURTHER ABOVE TARGET

— Core PCE

== == == Target

PCE INFLATION
12-MONTH PERCENT CHANGE

Headline PCE s Core Goods —— Housing

e Core Services ex Housing

Source: Bureau of Economic Analysis.
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Producer Price Index
12-month percent change
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WHOLESALE PRICES SPIKING

9z0T-Inr
920C-KEN
970T-1EN
9T0T-uef
STOT-AON
§zoz-dos
ST0zT-Ine
ST0T-AeN
STOT-1EN
SToz-uer
$TOT-A0N
yToc-dog
yToT-INg
PTOT-KeN
$TOT-TEN
pTOT-UR(
€20T-AON
£70¢-dog
€20T-Inf
£20T-AeIN
€20T-1eN
€20z-uef
TTOT-AON
Teog-dos
TeoT-ing
TTOT-AeN
TTOTIN
TToz-uer
1202-AON
120¢-dos
120T-Inf
120T-AeIN
120T-18N
12oT-uef
0T0T-AON
0z0z-dos
0T0T-Inf
020C-KEN
0T0T-1eN
0T0T-Uef
610T-A0N
610¢-dog
610T-Inf
610T-KeN
610T-18N
610T-uef

FEDERAL RESERVE BANK or MINNEAPOLIS

T
"
= Ener;

Percentage point contribution, NSA

m Services Less Energy

Components of CPI inflation
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ENERGY PUSHING INFLATION, GOODS STILL UP
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THE FED’S RESPONSE

FOMC BAISED RATES AT SEPTEMBER MEETING
THE FEDERAL FUNDS RATE

6.00

4.00

3.00

2.00

1.00

0.00
2017-01-06  2018-01-06  2019-01-06 ~ 2020-01-06  2021-01-06 ~ 2022-01-06  2023-01-06  2024-01-06 ~ 2025-01-06  2026-01-06

Effective Federal Funds Rate Federal Funds Target Range - Upper Limit ===Federal Funds Target Range - Lower Limit

Source: Board of Governors of the Federal Reserve System ’4
;’ 7 FEDERAL RESERVE BANK oF MINNEAPOLIS

14



LONG-TERM UP SLIGHTLY RECENTLY
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BALANCE SHEET NORMALIZATION CONTINUES

Total assets of the Federal Reserve System
Millions of U.S. Dollars, Weekly
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MARKET INFLATION EXPECTATIONS TICKED UP

FRED »_-fﬁ = 2-Year Expected Inflation

-~ 5-Year Breakeven Inflation Rate
-~ 10-Year Breakeven Inflation Rate
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Sources: Federal Reserve Bank of Cleveland; Federal Reserve Bank of St. Louis via FRED®
Shaded areas indicate U.S. recessions. fred stiouisfed org
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DECLINING INCOMES, BUT ABOVE 25-YEAR AVERAGE

U.S. Real Farm Income
2026 dollars, billions

e Real net farm income (NFI) e Real net cash income (NCI)

ogg T 2001-2026 Median NFI +00+2+2001-2026 Median NCI
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CROP PRICES RALLYING, ANIMAL PRODUCTS RETREATING

Crop prices Animal product prices
$/Bu. Index (Jan. 2021 =100)
===Corn ===Soybeans ===Cattle ===Hogs )ik
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FARM BANKRUPTCIES TRENDING UP BUT STILL LOW

Chapter 12 bankruptcy filings

===Ninth District ===U.S. (right axis)
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LAND VALUES KEEP CLIMBING, RENTS LESS SO

E—
Cropland values Cropland price-to-rent ratio
2026 dollars per acre
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UPCOMING WEBINAR

Quarterly Ag Credit Survey
release

Nov. 13, 10:00 a.m.

Regional Economic

Register on Minneapolisfed.org

Conditions: Ag Credit
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REGIONAL BUSINESS

CONDITIONS
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FROMTHEPRESDENT  BANKNEWSSEVENTS  CAREERS  CONNECTWITHUS
| FEDERAL RESERVE BANK
oF MINNEAPOLIS ADOUTUS  RCGIONACOMMUNTY  RESCARCH  DANKNG  POLCY Q

¢ Monthly business conditions survey, |————
. Regional Economic Indicators

three years running
* Tracks a variety of business

indicators and prices, looking one BUSINESS caNDIToNS

month back and forward : e D o

How business performance is changing = How prices are changing for businesses =

+ Results published on e e e

minneapolisfed.org
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How business performance is changing

Net share of business contacts who report indicators are increasing
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Source: Minneapolis Fed Ninth District Business Conditions Survey
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EMPLOYMENT POSITIVE BUT SOFT

[
How business performance is changing

Net share of business contacts who report indicators are increasing
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PRICE PRESSURES UP, ESP. FOR INPUTS

[
How prices are changing for businesses

Net share of business contacts who report prices are increasing
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Source: Minneapolis Fed Ninth District Business Conditions Survey
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