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Executive Summary

Massive volatility in the global energy market is hurting American consumers as
gasoline prices spiked to a four-year high of $4.56 a gallon in May. Since then,
prices have cooled somewhat, down 10%, but they are still 45% higher than at
the start of the year. This is diverting valuable spending power from other areas
of the economy; instead of going out to eat, taking that vacation, or buying a
new iPhone, many consumers are now simply filling up the family car with
higher costing fuel.

The conflict in the Middle East and the constricted flow of oil shipments through
the Strait of Hormuz have been mostly driving the rise in gas prices, but even as
observers are hopeful for a near-term conclusion to the conflict, a lower priced
energy environment may not be immediate. It will take time for the supply of
energy and global flows to normalize. Additionally, given the sizable lag between
oil and gas prices, pain at the pump is likely to continue for some time even if a
lasting agreement is reached in the near term.
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A Historical Perspective: Major Energy Price Shocks
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Gasoline Prices Often Fall Slower than They Rise
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Retailers are Quick to Pass on Higher Costs, but Slower to Drop Prices
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Gasoline retailers are quick to pass on higher costs
110 when oil prices rise but are slower to lower costs
when oil prices fall as they clear existing, higher-cost 45
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Depleted U.S. Stockpiles Could Keep Upward Pressure on Gasoline Prices
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Gasoline prices have come down from a recent peak reached in May, but

200.000 depleted inventories could keep upward pressure on prices. Inventories in the
U.S. Strategic Petroleum Reserve continue to fall, now at 289.7 million barrels,
marking the lowest level since November 1982. Additionally, the more

100,000 frequent draw down of inventories risks damaging the salt caverns where
reserves are stored, potentially leading to a diminished ability to extract
reserves.
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Note: According to the Government Accountability Office (GAQO), every drawdown cycle expands cavern volume and reduces the
spacing between caverns within the salt dome, which ultimately reduces their long-term viability.
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Other Factors Influencing Pump Prices: Taxes

What do we pay for in a gallon of regular

gasoline?
Retail price: $4.09/gallon Federal, state, and local government taxes also contribute to the
Taxes, $0.49, retail price of gasoline. As of May, taxes accounted for 12% of the
12% total price. As a result, when oil prices surge, lawmakers often face

pressure to enact temporary “gas tax holidays” to provide relief to
consumers. Yet, the temporary suspension often results in minimal
savings to buyers, while draining funds for critical infrastructure and
transit.
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Other Factors Influencing Pump Prices: Distribution and Marketing Costs

What do we pay for in a gallon of regular

gasoline?
Retail price: $4.09/gallon Distribution and marketing costs account for 15% of the cost of a
Taxes, $0.49 gallon of gasoline as most gas is shipped from refineries by pipeline
12% to terminals where it may be blended with other products to meet

government and market specifications. The fuel is then delivered to
local gas stations by tanker trucks. Furthermore, overhead expenses
such as labor, equipment, insurance, and facility rentals directly
impact overall marketing and distribution costs.
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Other Factors Influencing Pump Prices: Refining Costs

What do we pay for in a gallon of regular

gasoline?
Retail price: $4.09/gallon Overall refining costs contribute 22% to the price of a gallon of
Taxes, $0.49 gasoline but vary seasonally and by region as different gasoline
12% formulations are required to reduce air pollution in different parts of

the United States. Demand for gas typically surges during the
summer months due to increased driving and travel along with
higher air conditioning usage to offset the hot weather.
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Gas Prices Vary Across States and Regions

What does California pay forina
gallon of regular gasoline?
Retail price: $5.65/gallon

Taxes, $0.68,
12%

Refining, $1.24,
22%

Crude Oil, $2.94,
52%

Source: U.S. Energy Information Administration/AAA

What does Indiana pay forin a
gallon of regular gasoline?
Retail price: $3.44/gallon

Taxes, $0.41,
12%

Refining, $0.76,
22%

Crude Oil, $1.79,
52%
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Note: Figures shown are derived using the national breakdown of component costs. Crude oil costs differ by region as prices in California are more closely linked to

Brent Crude or a specialized California composite, while prices in Indiana are more closed pegged to the West Texas Intermediate Index.
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Western States Face Steeper Fuel Costs, while Gulf and Midwest States Enjoy Lower Costs

State Gas Price Averages as of August 28, 2026
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Disclosures and Disclaimers

The Fixed Income Capital Markets trading area of Stifel, Nicolaus & Company, Incorporated may own debt securities of the borrower or borrowers mentioned in this
report and may make a market in the aforementioned securities as of the date of issuance of this research report. Please visit the Research Page at Stifel.com for the
current research disclosures applicable to the companies mentioned in this publication that are within Stifel’s coverage universe.

The information contained herein has been prepared from sources believed reliable but is not guaranteed by Stifel and is not a complete summary or statement of all
available data, nor is it to be construed as an offer to buy or sell any securities referred to herein. Opinions expressed are subject to change without notice and do not
take into account the particular investment objectives, financial situation or needs of investors. Employees of Stifel or its affiliates may, at times, release written or oral
commentary, technical analysis or trading strategies that differ from the opinions expressed within. No investments or services mentioned are available to “private
customers” in the European Economic Area or to anyone in Canada other than a “Designated Institution.” The employees involved in the preparation or the issuance of
this communication may have positions in the securities or options of the issuer/s discussed or recommended herein.

Stifel is a multi-disciplined financial services firm that regularly seeks investment banking assignments and compensation from issuers for services including, but not
limited to, acting as an underwriter in an offering or financial advisor in a merger or acquisition, or serving as a placement agent in private transactions. Moreover, Stifel
and its affiliates and their respective shareholders, directors, officers and/or employees, may from time to time have long or short positions in such securities or in
options or other derivative instruments based thereon.

Stifel Fixed Income Capital Markets research and strategy analysts (“FICM Analysts”) are not compensated directly or indirectly based on specific investment banking
services transactions with the borrower or borrowers mentioned in this report or on FICM Analyst specific recommendations or views (whether or not contained in this
or any other Stifel report), nor are FICM Analysts supervised by Stifel investment banking personnel; FICM Analysts receive compensation, however, based on the
profitability of both Stifel (which includes investment banking) and Stifel FICM. The views, if any, expressed by FICM Analysts herein accurately reflect their personal
professional views about subject securities and borrowers. For additional information on investment risks (including, but not limited to, market risks, credit ratings and
specific securities provisions), contact your Stifel Financial Advisor or salesperson.

Our investment rating system is three-tiered, defined as follows:

Outperform — For credit specific recommendations we expect the identified credit to outperform its sector
specific peers over the next six months.

Market perform — For credit specific recommendations we expect the identified credit to perform approximately
in line with its sector specific peers over the next six months.

Underperform — For credit specific recommendations we expect the identified credit to underperform its sector
specific peers over the next six months.

Additional Information Is Available Upon Request

I, Lindsey Piegza, certify that the views expressed in this research report accurately reflect my personal views about the subject securities or issuers; and | certify that no
part of my compensation was, is, or will be directly or indirectly related to the specific recommendations or views contained in this research report.
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