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Bold or Reckless
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Theory

Interest rate (i)

* Teaching... A

» Output (v)



Consumers

* Resiliency...

Real GDP: Percent change from preceding quarter
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Kudos

e Soft Landing...

Personal-consumption expenditures price index, annual rate of change
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Phillips Curve: An Increase in Aggregate Demand ® 8-
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Kudos

e Soft Landing...

U.S. unemployment rate
January 2021 through April 2024
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Sentiment

e Bifurcation...

Consumer confidence in current conditions

T The mood reached Biden's
140 More confidence record highs during inauguratip®™ = .
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Sentiment

* Much Pain...
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Savings

5 billions
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* Depleted...

® Accumulated excess savings
(521 trillion)

B Drawdowns of excess savings
{517 trillion)

Persondl savings

A
Pre-pandemic
trend
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Savings

Personal savings as a share of disposable income

e Record Low...

Covid-19 national emergency
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Debt

e Record High...

Total household debt by type
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Data source: Federal Reserve [Z024).



Debt

 Record...

@NEWS VIDEO LIVE SHOWS ELECTION 2024 538

Americans' credit card debt hits record $1.13
trillion

Credit card debt increased by $50 billion in the fourth quarter of 2023.

By Elizabeth Schulze I'i X = (9
February 6, 2024, 11:47 AM

=S A
OERT SOARS 70 ]

4

ol L o
MEDITERRANEAN DIET
‘* & ALZHEIMER'S

-

Il €x & (@ 0037134

Cradit rard and hancahald Aaht hit rarard hich

Total credit card debt
,/’-‘\
$1.1 R
7
/
/
/
]
$1.0 !
H
I
I
$0.9 !
. 1
i \
= \
% \
= 508 /'/\ \
VV\\
$0.7 Moo
_— \_/\_,\/_/\/\/
$0.6
2005 Q1 2010 01 2015 Q1 2020 Q1

m==  redit card debt (trillions)

Data source: Federal Reserve [Z024).



Credit

Growing Share of Economists Think Fed Is Too Tight

Chorus of dovish critiques in NABE survey has become loudest since 2010

. R L] L]
e St r I Ct I Ve eee M Share of economists who say Federal Reserve is currently "too restrictive”

60%

Fed Enters 'Higher Risk Zone' as Inflation Eases
Real interest rates keep rising with decline in the inflation rate
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Credit

* Tight...

Tightening in commercial and industrial lending standards
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Credit

Interest rates on US credit cards are at a record high

Annual rate (%)

e Punitive... I Credit
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Finance

* Pressure ...

Interest Payments by US Households
Seasonally adjusted annual rate
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Finance

Struggling to pay

® C racC kl N g S | g ns ... Credit card users are having an increasingly tough time paying off their debt, with one in 10 accounts delinquent by more
than 90 days, the most since 2012.

Delinquent rate by 90 days or more
— Mortgage —Auto = Credit card
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Happiness

* Cracking Signs ...

2% NBCNEWS roumcs USNEWS WORID BUSINESS HEALTH CULTURER TRENDS NBCNEWSTIPLINE  VIDEO

WATCHLVE ()

The U.S. is no longer one of the 20 happiest
countries. If you're young, you probably know
why.

In a gaping disparity, Americans over 60 are some of the world’s happiest, while those under 30
are among the most miserable in the developed world.

Ranked: The Most & Least Happy Countries in 2024

The top 10 happiest countries—led by Finland, Denmark, and lceland—have remained largely
unchanged since 2023’ findings.
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Finance

* Cracking Signs...

Auto loan delinquency at US banks

mmmm [elinquent auto loans (3B)

=0=Gross loans and leases, dalinguancy ratio (%)*
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'Represents nonaccrual and past-due auto loans as a percentage of total auto loans,

! Represents nonaccrual and past-due gross loans and leases as a percentage of gross loans and leases.
Based on regulatory filings.
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Source: 5&P Glabal Market Intelligance.

@ 2024 S&F Global.
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No Relief

e Stubborn Inflation...

Personal income:
Current dollars
Disposable personal income:

Current dollar

(%]

Chained (2017) dollars
Personal consumption expenditures (PCE):
Currentdollars

Chained (2017) dollars

Price indexes:
:)"E
PCE, excluding food and energy
Price indexes:

PCE

PCE, excluding food and energy
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No Relief
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Retail Sales

* Wobbly... Retail Sales Stagnate
Outlays were little changed in April following downward revisions
mUS retail sales (MoM) ‘
Downward revisions "-1.5
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Source: US Census Bureau



Lower Income

* Big Squeeze...

Index and share-price change since 2022
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Downturn

Probability of US Recession Predicted by Treasury Spread*
Twelve Months Ahead (month averages)
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e Don’t Rule It Out... o9

._I'J_B =

LY -

W= .

0.7F

28

- m'i oo @ - ’Lj; — é = & E.%
SEEFEEEIRIS8RRRRER

- T

19?5L

1977
2025=

1973
1979+~
2023 -

1985

L
2

1961 &
1963 |
1965 -
1967 -

1971

*Frarameters estimated using data from January 19549 fo December 2009, recession probabiliies predicted using data throwgh Apr 2024,

The parameter estimates are a=-0.5333, =-0.6330.
Updated 10-May-2024



Downturn

ECONOMY

. Dor’t Rule It Out JPMorgan CEO Jamie Dimon says
can’t rule out ‘hard landing’ for the
U.S., stagflation will be ‘worst
outcome’

b Recession

NEXT EXIT A g
PUBLISHED THU, MAY 23 2024.12:18 AM EDT | UPDATED 5 HOURS AGO
@  Lim HuiJie siare § X in =4
KEY * JPMorgan Chase's chairman and CEO, Jamie Dimon, says a “hard

POINTS landing” for the U.S. cannot be ruled out.



Forecast

 Not All Dismal...



World Economic Outlook
Growth Projections

Baseline e

{Real GDP, annual percent change) 2023 2024 2025

Advanced Economies

United States

* Stagnation...

Euro Area 0.5 0.9 1.7
Germany -0.3 0.5 1.6
France 0.8 1.0 1.7
WORLD ECONOMIC OUTLOOK UPDATE JANUARY 2024 Italy 0.7 0.7 11
Spain 2.4 1.5 2.1
GROWTH PROJ ECTIONS Japan 1.9 0.9 0.8
United Kingdom 0.5 0.6 1.6
GLOBAL ADVANCED EMERGING MARKET & Canada 1.1 1.4 23
ECONOMY ECONOMIES DEVELOPING ECONOMIES Other Advanced Economies 1.7 2.1 25
4.1 4.1 4.2 Emerging Market and Develping Economies 4.1 4.1 4.2
3.1 3.1 3.2 Eme.-rging and Developing Asia 5.4 5.2 4.8
China 5.2 4.6 4.1
1.6 15 1.8 India 6.7 6.5 6.5
. Emerging and Developing Europe 2.7 2.8 2.5
— - —_— - Russia 3.0 2.6 1.1
ciil e AR 202 = 20oe I8 Se0as Sl e Latin America and the Caribbean 25 1.9 215
Brazil 31 1.7 19
INTERNATIONAL MONETARY FUND Mexico 3.4 2.7 1.5
Middle East and Central Asia 2.0 2.9 4.2
Saudi Arabia =1.1 2.7 5.5
Sub-Saharan Africa 3.3 3.8 4.1
Nigeria 2.8 3.0 an
South Africa 0.6 1.0 1.3
Memorandum
Emerging Market and Middle-Income Economies 4.2 4.0 4.0

Low-Income Developing Countries 4.0 5.0 5.6




Nowcast

* Resiliency...

Federal Reserve
Bank of Atlanta

The next GOFNow update 15 Friday, May 24.

Evolution of Atlanta Fed GDPNow real GDP estimate for 2024: Q2

Quarterly percentchange (SAAR) ,¢*"""~~~
Vs ~
R
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I' GDPNow estimate
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Range of top 10
: and bottom 10
. Blue Chip consensus ' average forecasts
0
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Date of forecast

Sources: Blue Chip Economic Indicators and Blue Chip Financial Forecasts

Mote: The top (bottom) 10 average forecastis an average of the highest (lowest) 10 forecasts in the Blue Chip
survey.
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Assumption

Prices and earnings, 12-month change

e Real Wage Gains...

10% RECESSION
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4 W Average hourly
/ ) earnings
3 ,}ﬁ Consumer-price index

2%

\
0 g v v
2020 ‘23

Note: Earnings are for private-sector employees
Source: Labor Department via St Louis Fed



Wages

e Robust Gains...

Base pay increase averages

How high are base pay increases predi to be? This
sked su

while base pay incl

round 4.5 percent.

35 in 2023 reached their high

's and are predicted to come down a little,

¢ to remain elevated compared to

giving pay increases closer to 5 percent.

The rme s that competitiv remain a priority,

even in a sluggish economy.

More data cuts available on Payscale.com.

s mid-year
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Labor

. Alliance for |
* Tighter... e PEAK 65 ZONE
Income
Prime-age labor force participation rate ,’ S
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Baseline

Inflation and Wage Growth
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* Time Out!
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SOURCE: Federal Reserve Economic Data (FRED) and author's calculations,

FEDERAL RESERVE BANK of ST. LOUIS




Assumption

Labor productivity, output, and hours worked, percent change from previous
quarter, first quarter 2013—third quarter 2023

B Labor productivity (output per hour)  — Output = = Hours worked
* Productivity 2.0
roductivity 2.0?
20%
15%
10%
-
Vg ~
N\
. 5% ,l \
Average change in labor productivity I I II I I I II II I { II }
Data is grouped according to the main periods of productivity growth since 1947. The 0% ...I - .l ..._.I. - Il— | - S e lI - —! ,’
U.S. workforce was especially productive in 2023. I I I E~ -
Average annual percentage change 55
1947-73 2.8%
1974-83 15
-10%
198493 L Q1 2013 Q1 2015 Q12017 Q12019 Q12021 Q12023
1994-03 2 i
MNote: Quarterly percent changes are seasonally adjusted annual rates.
200413 1.7 Click legend items to change data display. Hover over chart to view data.
- Shaded area represents a recession as determined by the National Bureau of Economic Research. “'
2014-2022 15 NG Source: U5, Bureau of Labor Statistics. g
2023 ( 27 1
LT

Source: Analysis of U.S. Bureau of Labor Statistics data by Aspen Economic Strategy Group



Workers who use generative Al as part of their jobs comprise a much larger

H O p Efu I group than those who hold traditionally technical roles.
are or ory, %

——————————
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Score on Task

Productivity

* Early Data...

Figure 5: Bottom-Half Skills and Top-Half Skills - Inside the Frontier
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Productivity 2.0

* Hopeful...

“| can’t think of anything that’s been more powerful

since the desktop computer.”
Michael Carbin, Associate Professor, MIT, and Founding Advisor, MosaicML
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Current Long-term
ocle rate MIT Technology Review Insights

Source: LS. Bureau of Labor Statistics Last updated: 02,/01/2024



Risks

* Hard Landing?




Geopolitics

Global Shipping Chokepoints
Recent droughts and conflict highlight maritime hotspots, with many more
locations vulnerable to disruption

¢ Supply ShOCkS cee Share of global trade by 2019 value: 5%
ODanish Strait
Impact on commodities due to chaos s e 24"; ,/""\
ng anne
the Red Sea O’/ 5% ™
Reuters T (] 'h‘ 21%
January 29, 2024 11:58 AM EST - Updated a day ago ‘E‘ |f 23% ' D‘ East Ch'na
Gibraltar Strait Stlait Hormu: Sea
' \ O O O
0.9% ,
Panama Canal Suez Cane{ g O 30%
Y =7 28% South China

Malacca Strait

Sources: Lincoln Pratson of Duke University; GPS locations from
OpenStreetMap; Statista
Note: Percentages don't sum to 100 as a ship may pass through multiple

chokepoints. Bloomberg Opinion

Smoke rises from Marlin Luanda, merchant vessel, after the vessel was struck by a Houthi anti-ship missile, at the location give
Aden, in this handout picture released January 27, 2024. @indiannavy via X/Handout via REUTERS/File Photo Acquire Licensii



[ ] [ ]
S h I p p I n g Major world shipping routes
BS "outs Cape of Good Hope route Other

Example: Singapore-Rotterdam, Netherlands

* Rerouting Delays ...

Red Sea Transits Have Diverted to South Africa
Difference in daily transits from the pre-Houthi attack four-year average

WHO declares Ever Given tanker
pandemic blocks Suez Canal

Cape of
Good
Hope
|
L)
[
Bab el-Mandeb!' |
Distance Round-trip voyage
sueeroute I =<0 v e (NN 4 =
Source: IMF PortWatch Caperoute 11,758 43
Note: Data through March 17, 2024. Based on a seven-day moving average of daily transits for
all ships from Nov. 19, 2019 to Now. 19, 2023, the day of the first Houthi vessel attack. Sources:Jean Paul Rodrique flrnfinivarsit VT e mco (distance -
S0Urces: Jean-raul nodrigue, RoTstra university (giobal routes), oimco (aistance, voyage)




Shipping

Precipitation Anomaly
2023 vs Historical (1963 -2011)

e Another Choke Point ...

220%

ANALYSIS
COSTA

The Panama Canal Is Running RICA Caribbean
Dry

Climate extremes are wreaking havoc on global shipping.

By Mie Hoejris Dahl. a Danish freslance journalist based In Mexico City.

The container ship Maersk Bogor passes through the Miraflores locks while translting the Panama Canal on Sept. 22, 2023. ustNs

\TLANTI(
OCEAN
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Shipping

* Rising Costs & Slower Deliveries ...

Spot Rates For Ocean Freight to Europe, US Marching Higher
Cost to ship a 40-foot container
/ Shanghai to Genoa .~ Shanghai to Rotterdam ,/ Shanghai to Los Angeles

$8K /FEU"
f—-~\
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U4 6 \
\\
4 |
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——s—————— e : I
——— 0 1
T ) ) T T T 1 1 T 1 1 ‘\ T 1 ll
Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov \Dec Jan ¢
2023 AY 2024 U4
\ 4
\~~——’,

Source: Drewry World Container Index
*FEU = 40-foct container units

Manufacturing PMI supplier delivery times

— S EUrozone s apan Asia ex-Japan & China
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Data compiled February 2024 using PMI data updated to January 2024

PMI (Purchasing Managers' Index) 50 = no change on prior month

Source: S&P Global PMI with HCOB, Caixin, au Jibun Bank, S&P Global Market Intelligence
© 2024 S&P Global
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Supply Shock

-

Oy - . . .

( Shipping costs and inflation ¢ )
Sso a’,

Yan COTHwans o ow";ﬁ.ﬂgyan Dﬂnl@_. L1yl Wt Eri°© 9, i, Daniel Jiménez ° &=,
onathan D. Ostry_b = ===

Journal of International Money and Finance
Volume 130, February 2023, 102771

Sa

Show more s

+ Add to Mendeley =g Share %9 Cite

https:/fdoi.org/10.1016/j.jimonfin2022.102771 A Get rights and content A

Highlights

Increases in shipping costs are followed by sizable increases in import prices,
PPI, headline, and core inflation.

The impact is similar in magnitude but more persistent than for shocks to
global oil and food prices.

The effects are more muted in countries where imports make up a smaller
share of domestic consumption.

Smaller pass-through in countries with inflation targeting regimes and
better-anchored inflation expectations.

A. Headline inflation
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0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18
Months after shock
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Short- and long-term market rates for 40-foot equivalent -

I nfl atio n units from East Asia to the U.S.

Daily averages

B East Coast ports West Coast ports
= Short-term === Long-term -

 Reacceleration?

$6K
Build-A-Bear’s Shipping Expenses

Pushed Up By Red Sea Attacks. Will

Stuffed Bears Cost More? 5K

The company’s finance chief is working to offset higher costs as the Red
Sea turmoil disrupts global shipping. Price increases, though a last
resort, may come.

By Jennifer Williams 4K
March 21, 2024 5:30 am ET EC Long-term
Fb Share AA Resize ﬂ Listen (2min) 2|:| 23 NI,'_'I'-,." E - L
B LT 1™
- L] T
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- 1K I I I I
CURLY TiRDY
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Source: Xeneata ‘!k
Build-A-Bear is considering alternate routes and will look for cost savings elsewhere in the business P . .
before passing higher costs on to shoppers, according to CFO Voin Todorovic. PHOTO: CHIP Ddtd ds Uf Md:)'l 23- LD:d CNE'E

EAST/REUTERS



Commercial

* Building Crisis...

barchart

Will the U.S. Commercial Property
Meltdown Lead to a Banking Crisis?

February 01, 2024 — 01:27 pm EST
Written by Rich Asplund for Barchart -

Delinquency rates on loans backed by U.S. office
buildings

Monthly; January 2017 to December 2023

Recession
U.S. banks held about $2.7 trillion in commercial
and real estate loans as of Q3 of last year,
according to a report prepared for the National
Bureau of Economic Research (NBER).

2018 2029 2022

Data: S&P Global Ratings; Chart: Axios Visuals



Commercial

* Refinancing...

FINANCI

Opinion Property sector

[t’s time to be honest
about America’s
commercial real estate
hangover

The ‘pretend and extend’ tactics playing out in
the sector need fo end

GILLIAN TETT Added

‘_-~

$1.6T of Outstanding CRE Debt is Potentially Troubled,('$792B:Maturing in ’23-"25

Combining our analysis of mark-to-market LTVs with the structure of debt maturities, we estimate the volume of debt tlﬂcurr&n‘tly'! potentially troubled.* Office and multifamily loans
constitute most potentially troubled loans, particularly in the 2023-to-2025 period. The high office volume results from most loans being underwater. The distribution of LTV ratios for
multifamily are more favorable overall, but the greater size of the multifamily market and the concentration of lending during the recent liquidity bubble drive high nominal exposure.

Potentially Troubled Loans by Maturity Year*
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Sounce: Green Street. NCREIF, RCA, Trepp, MBA, Newrnark Research as of 11772023
“Loans with an estimated senior debt LTV of 80% or greater are patentially traubled. The loans are rmarked-to-market uging an average of cumulative changes in the Dow Jones REIT sactar price
indces, REIT sactor entarprisa value indices and Green Street sector CPP.



Ehe New ork Times

CO mmercia I What’s Behind the Turmoil at New
York Community Bank?

The lender’s shares plunged on Friday after it disclosed more

e Time Bomb...

losses and said it could not file its annual report on schedule.

‘—-~

Manulife Face{40%)DecIine inUS
Office Investmeiits From Peak A snareitarce [

® CFO Simpson says worst may be over for office downturn
m Office is 10% of Manulife’s portfolio versus 40% decade ago

| & ol &
Market Summary = New York Community Bancorp, Inc.

! 3.60 uso
-7.90 (-68.70%) + past 5 years
- Mar 22, 10-12 AM EDT - Disclaimer
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5D 1M

9.26USD Oct 28, 2022 —~ 'Tg
7
1
\ .
& & 6N\oo
The North American market has been deeply impacted by the shift to remote work, with US 023 § 202 =
office vacancy rates surging to a record 19.7% at the end of last year. Photographer: Cole . . S _’ .
Burston/Bloomberg = B _ -
By Brooke Sutherland ) - )
New York Community Bank operates more than 400 branches under brands like

March 20, 2024 at 11:40 AM EDT ; 2 >
Flagstar Bank and Atlantic Bank of New York Ali Cherkis for The New York Times
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Tariffs

U.S. Tariffs Rose Under Trump but Remain Below Past Peaks

— Duties as a share of all imports ---- Duties as a share of imports subject to tariffs

* Drag...

B0% Smoot-Hawley | pecinrocal Trade
. . TanffAct | & Agreements Act
Tracking the Economic Impact of ‘ H
U.S. Tariffs and Retaliatory Actions s araes P
July7,2023 -+ 12 min read ’ . . F'~_ _: . General WTO Trum []5
A e R G iR Agreement on established | tariffs

. Tariffs and Trade
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Source: U5, International Trade Commission. FOREIGH
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Debt

e Structural Deficit...

E (Stte Dbt Clooks) (World Dsbt Clocks) = (3) Time Wachie () l \-/=

=== |JS NATIONAL DEBT = upe—— US FEDERAL TAX REVENUE

I vJDEBTPEHCITIZEM DEBTPERTAXPAYER‘ '
| $34,154,185,299, 970 it $101,622 %3 $264,634 | $4,639,537,335,641 &

US FEDERAL SPENDING (OFHCIAL) *‘-v US FEDERAL BUDGH DEFICIT (OFFICIAL) N5 ‘ JOTAL STATE REVENUE ‘
$6,396,608,407,701 $1,757,071,072,061 Ll 1L $2323.267.453.714

" 1 Us FEDERAL BUDGET DEFICIT (ACTUAL) Lo ¥ &
$6,537,174,003,491 ¥ $1,897,636,764,287 Y
‘ J e

PRI FEDERAL DEBT 70 GDP RATIO | IR 'm US GROSS DOMESTIC PRODUCT TRl

0 53.29% QRCLIE 34.50% RPILIH 59.34% MEIE 122.57% $27,864,914,751,202 |

Largest Budget Ttems

W MEDICARE/MEDICAID "*I [|L_["sociaL secuRy () || ESREacDEREN ) 20 INTEREST ON, OEBT NET, f‘”
$1,730,654,375,108 & $1,396,631,223,717 & 440,057, W $741,193,020,965



W / U.5. Debt Clock

Reckless
United States National Debt:

 Unsustainable...
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. Jebt and growth in the G7, 1950-2010
* Fiscal Drag...

Growth rate of per capita GDP
o

- - Recent Italy and Japan
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