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Lower Trade Deficit and Improved Labor Outlook Support Fed Pause

The USS. trade deficit for October unexpectedly plunged from $48.1b to $29.4b, the
smallest since 2009. Analysts were, once again, wildly off on their estimates - the median
forecasted trade deficit among the 28 economists polled by Bloomberg was $58.7b.

There were two primary reasons for the lower deficit. Nonmonetary gold exports rose
by $10.1 billon, accounting for the entirety of the $7.8b overall rise in exports, while
imported pharmaceuticals fell from $28.2b to $13.9b, more than accounting for the
$7.8b total drop in imports. The huge month-to-month volatility in pharmaceuticals
reflects drugmakers adapting to the September threat of a 100% tariff on imported
drugs.

The fact that gold and pharmaceuticals were responsible for the entire decline in the
trade deficit suggests a likely bounce in November. The net result of today’s October
trade news is improved GDP growth for the quarter, although November and December
data are still wildcards.

In other news today, outplacement firm Challenger, Gray & Christmas reported U.S.
companies reduced planned layoff announcements and increased planned hirings in
December. The 35,553 planned layoffs were 50% lower than November's count, and the
lowest monthly total since July 2024. It was still a rotten year - for all of 2025, announced
job cuts totaled 1.21m, the highest since the 2020 pandemic year and a 58% increase
from 2024.

Hiring plans climbed 16% in December to 10,496, marking the best December since
2022. However, for all of 2025, announced hiring plans fell 34% to 507,647. It's premature
to assume the upbeat hiring plans of December will carry over into the new year, but like
the reduced October trade deficit, its moving in the right direction. Bonds have sold off

on economic news that suggests an improving economy, in less need of immediate Fed
support.

Market Indications as of 2:19 PM. Central Time

DOW Up 275 t0 49,271 (HIGH: 49,462)
NASDAQ Down -141 to 23,443 (HIGH: 23,958)

S&P 500 Down -6 t0 6,915 (HIGH: 6,945)

1-Yr T-bill current yield 3.48%; opening yield 3.46%

2-YrT-note current yield 3.49%; opening yield 3.48%
3-YrT-note current yield 3.56%; opening yield 3.53%
5-Yr T-note current yield 3.74%; opening yield 3.71%
10-Yr T-note current yield 4.18%; opening yield 4.15%
30-Yr T-bond current yield 4.86%; opening yield 4.83%
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The fact that gold and
pharmaceuticals were responsible for
the entire decline in the trade deficit
suggests a likely bounce in November.
The net result of today’s October trade
news is improved GDP growth for

the quarter, although November and
December data are still wildcards.

Page 1



Hilltopsecurities TP Economic Commentary

The paper/commentary was prepared by Hilltop Securities Asset Management (HSAM). It is intended for informational purposes only and
does not constitute legal or investment advice, nor is it an offer or a solicitation of an offer to buy or sell any investment or other specific
product. Information provided in this paper was obtained from sources that are believed to be reliable; however, it is not guaranteed to be
correct, complete, or current, and is not intended to imply or establish standards of care applicable to any attorney or advisor in any particular
circumstances. The statements within constitute the views of HTS and/or HSAM as of the date of the document and may differ from the views
of other divisions/departments of Hilltop Securities Inc. and its affiliates. In addition, the views are subject to change without notice. This paper
represents historical information only and is not an indication of future performance. Sources available upon request.

Hilltop Securities Asset Management is an SEC-registered investment advisor. Hilltop Securities Inc. is a registered broker-dealer, registered
investment adviser and municipal advisor firm that does not provide tax or legal advice. HTS and HSAM are wholly owned subsidiaries of Hilltop
Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St,, Suite 3400, Dallas, Texas 75201, (214) 859-1800, 833-4HILLTOP

©2026 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC P3 ge )



