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Big Picture Summary

» Call off the recession — reasons to follow

* Inflation not in W col yet, but in retreat

* One (more) and done for Fed hikes

* Worst seems over for housing & tech

« Other normally cyclical sectors didn’t dive (auto, capex)

* But not so sunny overseas...

© ACT RESEARCH 2023



Bad news, good news

 Fed improvising, 1 more & done * Inflation numbers moderating
« Credit availability remains an issue « Auto sales stay high, up 12%+ over 2022
« Manufacturing sector flatlining « Supply-chain problems easing
« Labor market tight, unemployment « Business capex wasn't axed

3.5% « Energy prices down from summer '22 high
) gCrf;i\?v?hweak, not boosting global «  Business & consumer confidence rising

« Stock rally signals better times ahead

Markets Appear

WSJ MARKETS o Son vanding

Stocks surged this past week on evidence tha
inflation iscoeling. G2 106 (@ 4minreac
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Inflation: steady CPI inflation retreat,
still some way to go
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WTI stable in 2023 after 2022 roller coaster
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Short rates up, long rates stable since October

&

30 Yr Mortgage Rate

7

Fed rate hikes
(green)—-may be one
more

: Long rates peaked in
2 3 A Oct, then flattish
AN 10 Yr Treasury Rat
: P MW*:, ea;izw;e 0D Red (10 yr Tbond)
i \ I ; ay Blue (30 yr mortgage
-
2019 2020 2021 2022 2023

© ACT RESEARCH 2023



Pro-cyclical sectors

* Motor vehicles
* Residential (construction & sales)
* Business capital expenditures

* Inventories (excess)

© ACT RESEARCH 2023



Millions of Units

Buyers still lining up for new autos
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2022

PENT-UP DEMAND
FOR NEW AUTOS

15.7m July sales rate

YTD run rate 15.5m
(up 12% from 2022)

Compare to

 13.8m total 2022
sales

 17m pre-COVID
norm 2013-2020




Housing Revival
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US Non-defense Capital Goods
(excluding aircraft)
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Measures of Supply and Demand for Commercial and Industrial Loans,
by Size of Firm Seeking Loan

Net Percent of Domestic Respondents Tightening Standards for Commercial and Industrial Loans
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Loans to small firms
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Corporate Cash Flow
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Purchasing Managers Indexes
NA OK, the world is flat & Europe walks a tightrope

>54
Last 12 Months Above
Jul-22 Aug-22 Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 | Jul-23 Trend
Global 511 50.3 498 494 506 486 491 500 496 496 496 488 | 48.7
United States | 52.2 51,5 520 504 477 462 469 473 492 502 484 463 | 49.0 51-54
Canada 525 487 498 488 496 492 51.0 524 486 50.2 49.0 488 | 49.6
Mexico 485 485 503 503 506 513 489 510 510 511 505 509 | 53.2 Trend
Eurozone 49.8 496 484 464 471 478 488 485 473 458 43.4 427
Germany 49.3 491 478 451 462 471 473 463 : : 40.6 38.8
France 49.5 506 47.7 472 483 492 505 474 473 456 457 46.0 | 451 45-51
Italy 485 48.0 483 465 484 485 504 520 511 468 459
Spain 48.7 499  49.0 457 46.4 484 507 513 490 484  48.0 | 47.8 Flat
UK 521 47.3 484 462 465 453 47.0 493 479 478 471 465 | 453
Russia 503 517 520 50.7 532 530 526 536 532 526 535 526 | 52.1
Japan 521 515 50.8 50.7 49.0 489 489 47.7 492 495 506 49.8 | 49.6 <45
China 50.4 49.5 481 492 494 490 492 516 50.0 495 509 50.5 | 49.2
India 564 562 551 553 557 578 554 553 564 572 58.7 57.8 | 57.7 Recession
Brazil 540 519 511 508 QEVEINWVEN 475 49.2 47.0 BUVEN 471 46.6 | 47.8
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Summary Indicator Forecast Table

FORECAST
2020 2021 2022 2023 2024
Actual Actual Actual |Forecast Forecast Three yearS Of

Real GDP -2.8 5.9 2.1 2.3 2.2 trend-type growth
Consumer Spending -3.0 8.3 2.7 2.3 1.7 2022-24
Capital Spending -4.9 6.4 3.9 3.8 3.1

Equipment -10.5 10.3 4.3 5.7 4.6 i

Structures -10.1 6.4 6.6 4.0 2.4/ Recession not

Intellectual Property 4.8 9.7 8.8 2.0 3.0 “mOSt |ike|y” base
Residential Investment 7.2 10.7 -10.6 -11.8 21
Government Consumption 2.6 0.6 -0.6 3.2 21| CasSe bUt
Net Exports (2012 $B) -923 -1233 -1355 -1210 -1265 rea”stica”y a could
Mfg Industrial Production -6.3 5.8 3.2 0.0 1.5
Housing Starts (M) 1.38 1.60 1.56 1.44 1.48 @
US Light Vehicle Sis (M) 14.5 14.9 13.8 15.6 16.1
NA Lt Veh Production (M) 13.0 12.9 14.2 15.5 16.2 e
Unemployment Rate (%) 8.1 5.4 3.6 3.7 4.1 NGUtraI tO pOSItlve
90 Day Treasury Yield 0.4 0.0 2.0 5.3 5.1 fOr CapeX (trUCk)
10 Year Treasury Yield 0.9 1.4 3.0 3.8 a0 and for freight
GDP Deflator 1.3 4.5 7.0 3.7 24
Percent Changes except where indicated Updated August 10, 2023
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Symmetric Wrap-up

Call off the recession — reasons explained

Inflation not in W col yet, but in retreat

One (more) and done for Fed hikes

Worst seems over for

Other normally cyclica

nousing & tech

sectors didn’t dive (auto, capex)

Trend growth behind and ahead in North America

But not so sunny overseas...
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