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Some of the critical questions and issues we will be
answering today

A Which European A What kind of A What is driving the A What are the
economies may recessions are economic upside and
see a recession? likely? downturn? downside risks?
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Consumption starting to struggle, but business activity continues to expand.
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A Businesses in both manufacturing and services are continuing to report expansion, but that growth is softening.
A Headwinds from high inflation and rising interest rates are eating away at US household consumption growth.
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While inflation may have topped-out in Q2 2022, the problem will not disappear.

Contributions to Month-over-Month CPI Growth (%)

1.5%

A US inflation intensified in H1 2022 as
food and energy prices spiked due to the
war in Ukraine. However, these
commodity prices have begun to decline.

A Supply chain bottle necks associated
with COVID-19 shutdowns in China are
also moderating (but could reemerge).

A Thus, we think year-over-year inflation
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Fed tightening: short-term rates will enter restrictive territory soon.

Fed Funds Rate (RHS) and Fed Balance Sheet (LHS) TCB Fed Funds Forecast
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A Persistently high inflation readings will likely force the Federal Reserve to raise the Fed Funds rate well into

Arestrictiveo territory (over 3%) This more aggressive s
mild recession before 2022 ends.
A However, we still expect inflation readings to remain abo\
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The US economy is not in a recession yet, but will be soon.

THE CONFERENCE BOARD US ECONOMIC OUTLOOK, 2019-2020-2021-2022-2023
Percentage Change, Seasonally Adjusted Annual Rates*

2020 | 2021 2022 2023 |
2019* | 2020* | 2021*
| Q oY IVQF 1Q* IVQt 1Q* IV Q IV Q

2022 | 2023
Real GDP -5.1 | -31.2| 33.8 -1.6 | -0.6 -0.5 | -0.5 -3.4 | 57 1.4 0.3
Real GDP (YoY) 06 | -91 -2.9 -2.3 0.5 122 | 49 5.5 3.5 1.7 1.2 -0.6 | -0.3 0.0 0.4 1.2 23 | -84 | 57 1.4 0.3
Real disposable income 31 | 485| -16.6 | -83 | 547 | -29.1| 41| 45| -78 | -06 | -05 | -1.0 | -1.0 0.0 1.0 15 2.3 6.2 23 | -5.7 | -0.3
Real consumer spending -6.9 | -33.4| 414 3.4 11.4 | 120 | 2.0 2.5 1.8 1.5 1.0 -06 | -0.7 | -0.5 1.3 1.8 22 | -3.8 | 7.9 2.2 0.1
Residential investment 20.3 | -30.8| 60.0 | 344 | 13.3 | -11.7| -7.7 2.1 05 | -16.2| -10.0| -5.0 | -5.0 | -1.0 | -1.0 0.0 -09 | 6.8 9.2 | -6.0 | -4.9
Nonresidential investment -8.1 | -30.3| 18.7 | 125 | 129 | 9.2 1.6 2.9 10.0 | 0.0 -02 | -11 | -25 | -0.9 2.5 3.4 43 | 53| 74 3.6 | -0.5
Inventory change (bin chn '12%) -30 | -253 25 89 -88 | -169 | -67 193 189 84 33 4 -10 -11 -14 11 75 -42 -33 77 -6
Total gov't spending 3.7 3.9 -2.1 -05 | 4.2 -2.0 0.9 -26 | -29 | -1.8 1.0 2.5 3.4 3.6 4.0 4.4 2.2 2.5 05 | -1.3 | 28
Exports -16.3| -59.9| 545 | 225 | -2.9 7.6 53| 224 | -48 | 176 | 4.0 2.0 0.5 0.5 1.5 3.5 -0.1 | -13.6| 4.5 6.2 2.5
Imports -13.1| -53.1| 89.2 | 31.3 | 9.3 7.1 4.7 17.9 | 18.9 2.8 -20 | -1.0 | -1.0 | -1.7 0.4 2.5 11 | -89 | 140 | 9.0 | -0.6
Unemployment rate (%) 3.8 | 13.0 8.8 6.8 6.2 5.9 5.1 4.2 3.8 3.6 3.6 3.6 3.7 3.9 3.9 3.7 3.7 8.1 5.4 3.7 3.8
PCE Inflation (%Y/Y) 1.7 0.6 1.2 1.2 1.8 3.9 4.3 5.5 6.3 6.5 6.3 4.2 3.4 3.0 2.9 2.7 15 1.2 3.9 5.8 3.0
Core PCE Inflation (%Y/Y) 18 1.0 15 1.4 1.7 3.4 3.6 4.6 5.2 4.8 4.6 4.4 3.4 2.9 2.8 2.6 1.7 1.4 3.3 4.8 2.9
Fed Funds (%, Midpoint, Period End) | 0.125| 0.125| 0.125 | 0.125| 0.125| 0.125| 0.125| 0.125| 0.375| 1.625| 3.125| 3.625| 3.875| 3.875| 3.875| 3.875| 1.625| 0.125| 0.125| 3.625| 3.875

Source: The Conference Board
*Units: Quarterly growth rates are QoQ SAAR unless otherwise noted.
Annual growth rates are year-over-year unless otherwise noted
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Global GDP and LEI still in expansionary territory through June, though rapidly
declining and recession signals for some economies are starting to emerge

Global GDP and Global Leading Index (y/y % change)
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Source: The Conference Board.
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Global growth expected to slow but global recession is not in our base case

A Global GDP growth for 2023 is expected to slow
to 1.7 percent 1 well below the 3.1 percent
growth of the past decade (before the
pandemic) but above global recessionary
territory.

A Areas expected to slow the most

V Parts of Europe, including the UK, Germany and
generally Eastern Europe

V United States

V Several EMs, including Brazil and Turkey
A Areas expected to slow the least

V India and other Southeast Asian economies

V Sub-Saharan African economies

V Gulf region economies

Real GDP growth (%)
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Source: The Conference Board Global Economic Outlook (September 2022).

Notes: Regional GDP growth rates are aggregated using shares in nominal PPP converted GDP; Chinese growth estimates
are based on alternative estimates, see Harry Wu, Chinabd
Accounting for Chinadés Sources of Growth with a New Data
revised in September 2021 and the historical data series are available through The Conference Board Total Economy
Database; United States (Adjusted) refers to our alternative GDP series, which are revised upward as they are based on
alternative price deflators for ICT investment goods and services; Indian fiscal year begins in April, so the reported fiscal year
growth rate refers to Q2-Q4 of year t and Q1 of year t+1 of the calendar year.
Source: The Conference Board Global Economic Outlook (September 2022).
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Audience Poll
Question
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The recovery in economic activity in Europe lags the US mostly in private
consumption Real GDP (2019 Q4=100)
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The European labor market is currently red-hot, though it may cool over the
coming months

Euro Area Euro Area: Employment Expectations
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Unlike in the US, wages in the Euro Area have not meaningfully picked up yet,
but this may change in 2023

Nominal Wage Growth (%)

Compensation per hour worked (y/y % change) 2015-2019 2022 2023
1 Average (forecast) (forecast)
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Source: The Conference Board, OECD Economic Qutlook

Note: Variables used are compensation of employees from the national accounts and employee hours. Database (June 2022)

Source: The Conference Board calculations using data from Eurostat, BEA and BLS.
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Inflation in the Euro Area is broadening beyond energy and food

Inflation by main components (y/y% change)
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Mote: Core excludes food and energy prices.
Source: The Conference Board calculations using data from Bureau of Economic Analysis (United States), Office for National Statistics (United Kingdom), and Eurostat (Euro Area).
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Inflation is likely to remain elevated for the biggest part of 2023

A Overall inflation in the Euro Area is at a
record high 9.1 percent, well above the
ECBO6s memhitatget of 2 percent.
As a net energy importer, a large part of
the current yearly inflation rate is due to
increases in energy. Food prices have
also spiked considerably partly due to the
war in Ukraine.

A Annual core inflation at 3.7% in August
also indicates price pressures are
broadening and are not temporary.

A The Conference Board expects average
annual inflation to exceed 8 percent in
2022 and will remain elevated for the
biggest part of 2023.

Euro Area: Inflation (y/y % change)
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Note: Data from Q3 onwards are forecasts from The Conference Board.
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