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The balancing act keeping a lid on inflation

7%
6%

5% | - — -
4% = E
3% P
2%

1%

Year-ago percent change

=
X

-2%

-3%
Jan'24  Mar'24 May'24 Jul'24  Sep'24 Nov'24 Jan'25 Mar'25 May'25 Jul'25 Sep'25 Nov'25

Core CPI - goods — = Core CPI - services, ex-rent Rent

Source: Bureau of Labor Statistics. Data from January 2024 - November 2025; current as of December 18, 2025. CPI = Consumer Price Index. Core CPI excludes the CPI's food and energy components.
An index is unmanaged and not available for direct investment.

Services disinflation and muted goods inflation have combined to limit price increases

Despite market worries about tariff-related inflation in 2025, 12-month increases in the headline and core Consumer Price
Index (CPI) have been remarkably steady for the late stages of an economic growth cycle. Inflation in the core CPI
(excluding food and energy) was held to a moderate 2.6% — 3.1% range during most of 2025. Inflation in that CPI
component was restrained by disinflation in usually sticky services — accounting for over 75% of the core CPI — that
helped offset inflation in core goods.

As shown in the chart above, services disinflation has been driven by slowing price increases for rents and by an even more
noticeable disinflation for the CPT's slightly smaller component for other services prices. Meanwhile, the goods component
of core CPI has emerged slowly in the past year from deflation to a modest sub-2% inflation rate. Even price increases for
tariff-sensitive goods have been below core inflation, partly because more drawn-out implementation has kept the
average effective tariff rate more muted than we expected last spring,

What it may mean for investors

We expect further disinflation in both core and the broader topline CPI during most of 2026 to occur alongside
strengthening economic growth, as rental and other services inflation slows and as productivity gains — tied to artificial
intelligence and businesses’ response to labor-supply constraints — combine with deregulation to suppress business costs.
In our view, these forces are among the positive, durable trends shaping our 2026 outlook, likely overshadowing bouts of
market volatility and setting the stage for a constructive economic backdrop and further financial-market gains.
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Risk Considerations

Each asset class has its own risk and return characteristics. The level of risk associated with a particular investment or asset class generally correlates with the level of return the
investment or asset class might achieve. Stock markets, especially foreign markets, are volatile. Stock values may fluctuate in response to general economic and market
conditions, the prospects of individual companies, and industry sectors.

Definitions

Consumer Price Index (CPI) produces monthly data on changes in the prices paid by urban consumers for a representative basket of goods and services.
An index is unmanaged and not available for direct investment.

General Disclosures

Global Investment Strategy (GIS) is a division of Wells Fargo Investment Institute, Inc. (WFII). WFIl is a registered investment adviser and wholly owned subsidiary of Wells
Fargo Bank, N.A., a bank affiliate of Wells Fargo & Company.

The information in this report was prepared by Global Investment Strategy. Opinions represent GIS’ opinion as of the date of this report and are for general information
purposes only and are not intended to predict or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to
advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company affiliates may issue reports or have opinions that are inconsistent
with, and reach different conclusions from, this report.

The information contained herein constitutes general information and is not directed to, designed for, or individually tailored to, any particular investor or potential investor.
This report is not intended to be a client-specific suitability or best interest analysis or recommendation, an offer to participate in any investment, or a recommendation to buy,
hold or sell securities. Do not use this report as the sole basis for investment decisions. Do not select an asset class or investment product based on performance alone. Consider
all relevant information, including your existing portfolio, investment objectives, risk tolerance, liquidity needs and investment time horizon. The material contained herein has
been prepared from sources and data we believe to be reliable but we make no guarantee to its accuracy or completeness.

Wells Fargo Advisors is registered with the U.S. Securities and Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any
financial services regulatory authority outside of the U.S. Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be
afforded certain protections conferred by legislation and regulations in their country of residence in respect of any investments, investment transactions or communications
made with Wells Fargo Advisors.

Wells Fargo Advisors is a trade name used by Wells Fargo Clearing Services, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, separate registered broker-
dealers and non-bank affiliates of Wells Fargo & Company. PM-07012027-8687232.1.1
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