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Chris:

Welcome to Conversations with Commerce Trust Company. This is where our investment team covers
some added insights from our annual outlook. Today, we have Mike Cody, our director of fixed income
trading. Mike, how are you today?

Mike:
Doing well, Chris.
Chris:

Let's take a look at inflation. You can't avoid it in the news today. What's caused this recent spiking and
surging inflation?

Mike:

Well, COVID could be pointed to as one of the big contributors. And with COVID, what we had occur is
when COVID was affecting people back in 2020, consumers cut back on what they were purchasing. And
when they did that, manufacturers slowed down on what they were purchasing. So, for a time period,
the economy slowed down. And then as vaccines came out, business started to get back to where they
were. We're opening the economy...starting to get back to normal. But when this happened, the
producers of products weren't quite ready for meeting the demand. So, consumers had put off
purchasing for a while and now they're ready to spend, but manufacturers weren't quite ready. And
there were shipping challenges, material shortages, and then commodity prices were on the rise. With
all that going on, producers found themselves needing to raise prices. And as a result, we have inflation.

Chris:

Mike, that was a good summary. Our listeners might not always know what some of the benchmark
figures that the Fed uses to monitor inflation. Can you tell us what core CPI and core PCE is, really?

Mike:

Yes. When the Feds monitor inflation, those two indices core CPI (Consumer Price Index) and core PCE
(Personal Consumption Expenditures), are looked at and core CPI... with the core part, when they're
putting that number together, they exclude food and energy prices, but it's including prices on basically
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everything else. They exclude those two because of the volatile nature of them. So, it helps to give a
better picture of where inflation is. And as of November, the year-over-year number reported for core
CPl was 4.9%. Very high in terms of the last 30 to 40 years. Core PCE is just a little bit different than CPI.
Tends to be just a little bit lower number over time. And it also has a health cost number that has a
bigger effect on that indices. Also, the way these two are weighted impacts how they're different. But
yes, 4.1% was the recent number on that number. And to give you a reference, at the start of 2021, we
were at 2%. Since the start of the year we've doubled, so inflation is on the rise.

Chris:

Mike, | think we can all agree that spiking inflation is not helping anybody. Can you tell us what inflation
does to the consumer?

Mike:

Inflation affects purchasing power. So how much people, what the cost of goods and services that
people face, is impacted by inflation, and persistent inflation erodes your paycheck. So, you end up
getting less bang out of your buck when inflation is around.

Chris:

Thanks Mike. That was Mike Cody director of fixed income trading here at Commerce Trust Company.
Thank you for that analysis.

Mike:

Okay. Thank you, Chris

Commerce Trust Company is a division of Commerce Bank. Important material disclosures regarding the
content of this call will follow. Generally, non-depository investments offered in connection with
Commerce Bank and its affiliates are not guaranteed, are not FDIC insured, and may lose value.
Information provided is effective as of today, December the 15th, 2021, and is presented by the purpose
of general education, information, or illustration only.

It is not to be considered as the opinion of Commerce Trust Company or Commerce Bank regarding any
individual investment, investment account, or market behavior. Neither Commerce, nor any of its
affiliates, officers, employees, or agents have made any recommendation or given any advice as to the
terms, beneficial interest, or profitability of any investment or market activity, which may be referenced
here. And this information may not be relied upon as such.

Accordingly, you understand that you are always fully responsible for any investment transaction you
choose to enter into, and that you shall not have relied only on any of the proceedings or following
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information for Commerce as a basis for any investment decision. In considering whether to trade or
invest, you should inform yourself and be aware of the risks. The risk of loss from investing in securities
and other investments can be substantial. You should consider whether investments entered into
directly by you, or on a discretionary managed basis through Commerce Trust Company or elsewhere,
are appropriate for you in light of your investment objectives, financial circumstances, tax status, your
tolerance to risk, investment time horizon, and your investment experience.

Past performance is no guarantee of future results. And the opinions and other information in the
commentary provided as of this data are subject to change. Diversification does not guarantee a profit
or protect against all risks. Markets economic forecast and aspects of specific investments can change
from time to time based on a variety of individual interrelated or complex factors. This disclosure
statement cannot present all the risks and other significant aspects of investments, economies, or
markets in which you may elect to transact from time to time. You should therefore carefully study
investment arrangements in advance of making decisions about investing.

Providing this information, which may be of value to you or others, does not detract from an investor's
responsibility to take all such steps and make all such inquiries as may be necessary to ensure full
understanding and familiarity with any potential future investment. If you are in doubt about the risks
involved in trading or investment arrangements, or have not understood any aspect of this risk
disclosure statement, you should seek independent professional advice. Please also note that
Commerce does not offer tax, legal, or specific-to-state planning advice. And while we may provide
information or express general opinions from time to time, such information or opinions are not offered
as professional tax or legal advice.

Disclosures:

Commerce Trust Company is a division of Commerce Bank. Generally, non-depository investments offered in connection with Commerce Bank
and its affiliates are not guaranteed, are not FDIC insured, and may lose value. Information provided is effective as of today, December 15, 2021,
and is presented for the purpose of general education, information or illustration only. It is not to be considered as the opinion of Commerce
Trust Company or Commerce Bank regarding any individual investment, investment account or market behavior. Neither Commerce nor any of
its affiliates, officers, employees, or agents have made any recommendation or given any advice as to the terms, beneficial interest or
profitability of any investment on market activity which may be referenced here, and this information may not be relied upon as such.

Accordingly, you understand that you are always fully responsible for any investment transaction you choose to enter into, and that you shall
not have relied only on any of the proceedings or following information for Commerce as a basis for any investment decision. In considering
whether to trade or invest, you should inform yourself and be aware of the risks. The risk of loss from investing in securities and other
investments can be substantial. You should consider whether investments entered into directly by you or on a discretionary managed basis
through Commerce Trust Company or elsewhere are appropriate for you in light of your investment objectives, financial circumstances, tax
status, your tolerance to risk, investment time horizon, and your investment experience. Past performance is no guarantee of future results, and
any opinions and other information in the commentary provided as of this date are subject to change. Diversification does not guarantee a profit
or protect against all risk. Markets, economic forecast and aspects of specific investments can change from time to time based on a variety of
individual interrelated or complex factors.

This disclosure statement cannot present all the risks and other significant aspects of investments, economies, or markets in which you may elect
to transact from time to time. You should therefore carefully study investment arrangements in advance of making decisions about investing.
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Providing this information, which may be a value to you or others does not detract from an investor's responsibility to take all such steps and
make all such inquiries as may be necessary to ensure a full understanding and familiarity with any potential future investment. If you are in
doubt about the risks involved in trading or investment arrangements, or have not understood any aspect of this risk disclosure statement, you
should seek independent professional advice. Please also note that Commerce does not offer tax, legal or specific estate planning advice. And

while we may provide information or express general opinions from time to time, such information or opinions are not offered as professional
tax or legal advice.

December 15, 2021
Commerce Trust Company is a division of Commerce Bank.
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