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Inflation

Inflation Spike
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Turmoill: Inflation

Inflation Drivers
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Turmoill: Inflation

Sticky vs Flexible Inflation
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Recession: Labor Market

Labor Force Participation Rate by Age Group

W N At e IS 82.4%
/8

Q

©

o

o 68 N

8 M&vﬁ;'ﬂ \“

o

% 62.1%

5 58 AN

v v 55.2%

o

(@)

- 48

O

=

— 38.7%

g 38 " v 1.8% below

g L 2019 high

28 =5

Dec-79 Dec-82 Dec-85 Dec-88 Dec-91 Dec-94 Dec-97 Dec-00 Dec-03 Dec-06 Dec-09 Dec-12 Dec-15 Dec-18 Dec-21
==(Qverall US Labor Force Participation Rate Ages 16 -24  —Ages 25-54 Ages 55+ Recessions

Source: Bloomberg



Inflation: Some Signs of Cooling — Used Cars UMVIB
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Energy Cycle — Historically Boom/Bust UNMB
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Inflation: Some Signs of Cooling UMB

3AGSREG  3.949 As Of 08/15/22 Dollars/Gallon

Daily National Average Gasoline Prices ... American Automobile Association
96) Actions ~ 97) Edit ~ Line Chart
08/15/2021 =18 08/15/2022[a * W Mov Avgs Key Events

1D 3D

M 6M YID 1Y 5Y Max Daily v &2 Table + Quick-Add ~ [Lle(sRbEle « 7 Edit Chart %

B 1id Price 3.049 Track Annotate Mews Fo0m
High on 06/13/22 5.016
Average 3.824

Low on 08,/25/21 3.144

US National Avg
Gas Price/gallon /

|

|




Inflation: Some Signs of Cooling UMB
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Commodities Hit a Peak
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Fed Moves: Then vs Now

Fed Moves Higher to Slow PCE Increase
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Fed Moves: Then vs Now

Fed Moved Late
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Inflation Expectations Not “Unanchored”

Consumers Getting Edgy
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Consumer Confidence

Consumer Confidence
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Manufacturing

ISM Manufacturing Index
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Labor Market

Both Unemployment and Payrolls Not Indicating Recession
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Labor Market

Both Unemployment and Payrolls Not Indicating Recession
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Labor Market

Both Unemployment and Payrolls Not Indicating Recession
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Recession: Leading Economic Index Flashing Warning UIVIES

LEl a Leading Indicator

20
15

10

July 31, 2022
-3.2%

6-Month Rate of Change

May-80 May-85 May-90 May-95 May-00 May-05 May-10 May-15 May-20
Recessions



- Track Annotate =i News Zoom

_13mo - 10Year
LLYear - 10Year gzl

92 |'93 |94 | 95|96 | '97 | '98 | 99 | 00 | 01 | 02 | '03 | '04 | OS5 |06 | 07 |08 |09 | "10 | '11 | "12 | "13 |

Recessions




Earnings Continuing to Surprise

Earnings Haven't Stumbled Yet
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Households are Healthy
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Mortgage Originations are Historically Sound

Mortgage Originations by FICO grouping
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Mortgage Originations are Historically Sound
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C&l Borrowers are Returning
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Delinquencies are Historically Low
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Federal Reserve/lnterest Rates: Reasoning

1) Inflation is moving lower, but “sticky” components will keep it
from falling quickly back to normal (2.5%)



Federal Reserve/lnterest Rates: Reasoning

2) Consumers and Businesses are Liquid and carrying
manageable leverage



Federal Reserve/lnterest Rates: Reasoning

3) Companies are generating record earnings



Federal Reserve/lnterest Rates: Reasoning

4) Defaults/delinquencies are near record lows



Federal Reserve/lnterest Rates: Reasoning

5) The overall system is quite healthy as they move into this
tightening cycle



Federal Reserve/lnterest Rates

Jackson Hole Commentary:

“Purposefully moving rate policy to a level that is sufficiently restrictive”
“Rates will be kept restrictive for some time”

“History cautions strongly against prematurely loosening policy”



Federal Reserve/lnterest Rates
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Risk of Recession ???
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Financial Markets: Fixed Income

Long Rates Peak Near End of Fed Cycle,
At/Above Peak Fed Funds Rate
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Financial Markets: Fixed Income

Long Rates Peak Near End of Fed Cycle,
At/Above Peak Fed Funds Rate
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Financial Markets: Fixed Income

Peak in Rates?
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Stock Market 2022-23 vs 1981-82

S&P 500 Index: 2022-23 vs 1981-82
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Equal Weighted P/E Already Under 15x

S&P 500 Index: P/E Ratio
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2022-2023 Forecast UMB

Fundamentals of the U.S. Economy

2020 2021 2022 2023
Real GDP -3.5% A 1.6% 1.5%
Unemployment 6.7% 3.9% 3.6% 3.9%
Fed Funds 0.25% 0.25% 3.50% 3.50%
10-Year Treasury 1.00% 1.51% 3.00-3.25% 3.50%

S&P 500 18.4% 28.7% -5.0 — 0.0% 7.0 - 10.0%
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