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Summary of Economic Projections, Federal
aggregate to GDP. 9/9/2024

Reserve Open Market Committee. Next update:
9/18/2024.
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Continued Payroll Gains
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Average Payroll Gains Have Decelerated Since the Fed Started Hiking Rates

Current 3/1/2022*
NFP Total
000 000
Spot: 142 398
3M Avg: 116 539
6M Avg: 164 588
12M Avg: 197 535

*Start of the hiking cycle
Source: Bureau of Labor Statistics, Bloomberg Finance L.P., Stifel
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Employment Change Since Onset of Pandemic

August 2024 v. February 2020
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159 Million Employed

Total Nonfarm Payrolls
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8.2 Million Job Openings: Still Significant Opportunities Available
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1.2X More Job Openings than Workers to Fill Them
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Small Businesses Find Jobs Difficult to Fill
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Labor Force Participation has Improved Marginally
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Inflation Data
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CPI

CPI MoM% YoY% 2Y Annualized A Weights
All Items: 0.2% 2.5% 3.2% All Items: 1
Core CPI: 0.3% 3.2% 3.8% Core CPI: |
Food: 0.1% 2.1% 3.1%|  13.4% Food: ]
Food at Home: 0.0% 0.9% 1.9% 8.2% Food at Home: |
Food away from Home: 0.3% 4.0% 5.3% 5.2% Food away from Home: ——
Lodging away from Home: -2.0% -2.1% 1.1% 0.9% Lodging away from Home: |
Rent: 0.4% 5.0% 6.4% 7.4% Rent: |
Owners Equivalent Rent: 0.5% 5.4% 6.3%|  24.3% Owners Equivalent Rent:  ——
Energy: -0.8% -4.0% -3.9% 4.6% Energy: |
Energy Commodities: -0.6%|  -10.2% -7.4% 0.2% Energy Commodities: .
Energy Services: -0.9% 3.0% 0.1% 3.3% Energy Services: f——
Gasoline -0.6%| -10.3% -7.0% 3.7% Gasoline |
Commodities Less F&E: -0.2% -1.7% -0.6% 21.7% Commodities Less F&E:
New Vehicles: 0.0%|  -1.2% 0.8% 4.1% New Vehicles:
Used Cars and Trucks: -1.0% -9.4% -8.1% 4.1% Used Cars and Trucks:
Apparel: 0.3% 0.3% 1.6% 2.5% Apparel:
Prescription Drugs: -0.2% 2.0% 2.4% 1.0% Prescription Drugs:
Medical Care Commodities: 0.2%|  2.0% 3.2% 1.5% Medical Care Commodities:
Medical Care Services: 0.1%|  3.2% 0s%  7.0% Medical Care Services:
Services less Energy Services: 0.4% 4.9% 5.4% 57.6% Services less Energy Services:
Shelter: 05%|  5.2% 6.2%|  32.9% Shelter:
Airfare: 3.9% 1.3% 7-5% 0.5% Transportation S:rl\r/:::
Transportation Services: 0.9% 8.0% 9.1% 0.8%
-15.0% -10.0% -5.0% 0.0% 5.0% 10.0%
Y/Y% A

Source: Bureau of Labor Statistics, Bloomberg Finance L.P., Stifel
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CPI Core Services Ex-Housing — 4.5% Y/Y
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Source: Bureau of Labor Statistics , Bloomberg Finance L.P., Stifel
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University of Michigan Survey-Based Inflation Expectations
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Source: University of Michigan, Bloomberg Finance L.P., Stifel
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Core PCE: Fed’s Preferred Measure of Goods and Services Inflation
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Gasoline
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Natural Gas
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Agricultural Commodity Prices

=400

= 350

7 e v T T P T T T o o T I v
08 s | w0 iy iz 0 024

Source: Commodity Research Bureau, Bloomberg Finance L.P., Stifel

Fixed Income
Capital Markets

Page 20 STIFEL




Raw Industrial Commodities
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Employment Cost Index

Total Wages & Salaries

/

- Mar-24
- Sep-23
- Mar-23
- Sep-22
- Mar-22
- Sep-21
- Mar-21
- Sep-20
- Mar-20
- Sep-19
- Mar-19
- Sep-18
- Mar-18
- Sep-17
- Mar-17
- Sep-16
- Mar-16
- Sep-15
- Mar-15
- Sep-14
- Mar-14
- Sep-13
- Mar-13
- Sep-12
- Mar-12

6.0%

5.0%
4.0%

3.0%

% A/A

2.0%

1.0%

Sep-11

0.0%

Source: Bureau of Labor Statistics, Bloomberg Finance L.P., Stifel

S TTEE],| et

Page 22



M2 as a % of GDP: Still Too Much Money in the System?
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Money Market Funds + Bank Deposits as a % of GDP
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Transition Spend
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U.S. Construction Spending: Private Spending on Power (Utilities)
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Sep/Sep A

Unemployment

Sep/Sep A
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Sep/Sep A
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Pa ge 2 8 Source: Federal Reserve, Stifel

Summary of Economic Projections
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Federal Open Market Committee

FOMC = 12 Voting Members: 7 Governors, New York (President), 4 Alternating Presidents (FOMC term is one year).
There are 7 members of the Board of Governors and 12 Federal Reserve Bank Presidents. The Summary of Economic
Projections ("SEP" released quarterly Mar, Jun, Sep, Dec) includes the projections of all Governors and Presidents,
19 in total.

Fed Position FOMC Position Initial Appointment Expires

1. Jerome Powell Board, Chair Chairman 2012 (Chair 2018) Chair 2026/2028
2. John Williams New York, President’ Vice Chair SF2011-2018 -> NY
3. Philip N. Jefferson Board, Vice Chair Committee Member 2014 2026
4. Michelle Bowman Board, Governor Committee Member 2018 2034
5. Christopher Waller Board, Governor Committee Member 2020 2030
6. Lisa Cook Board, Governor Committee Member 2022 2024
7. Adriana D. Kugler Board, Governor Committee Member 2023 2026
8. Michael S. Barr Board, Vice Chair Supervision Committee Member 2022 2032
9. Mary C. Daly San Francisco, President Committee Member 2018

10. Loretta J. Mester Cleveland, President Committee Member 2014

11. Raphael W. Bostic Atlanta, President Committee Member 2017

12. Thomas I. Barkin Richmond, President Committee Member 2018

Alternates roll onto the FOMC in January when the other presidents roll off.

Sushmita Shukla New York, First Vice President Alternate’ 2023
Susan M. Collins Boston, President 2024 Alternate 2022
Austan D. Goolsbee Chicago, President 2024 Alternate 2023
Jeffrey R. Schmid President, Kansas City 2024 Alternate 2023
Alberto G. Musalem President, St. Louis 2024 Alternate 2024

'president of New York Fed is a permanent voting member of the FOMC.
’Alternate for Federal Reserve Bank of New York.

Source: Federal Reserve, Stifel
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Stifel’s Economic and Interest Rate Forecast

Economic & Interest Rate Forecast

Annual Rate 2022-2025 End of Q2 2026

Q12024102 2024 Q3 2024 | G4 2024 | Q1 2025] 12 2025 | Q3 2025 | Q4 2025 | Q1 2026 | Q2 2026 2022 | 2023 2024 | 2025 | 2026
Growth indicafors
GDP, QoQ % 14% | 30% | 21% | 17% | 23% | 18% | 22% | 25% [ 23% | 22% 19% | 25% 27% 21% | 22%
Consumer Spending, % 1.5% | 29% 2.0% 17% | 25% | 20% | 22% | 20% [ 25% | 20% 25% | 22% 26% 22% 20%
Fixed Ivestment, % 70% | 30% | 30% | 25% | 30% | 38% | 40% | 38% [ 45% | 45% 1.3% | 0.6% 37% 33% | 45%
Housing Starts, k, end of quarter, yrend| 1,299 | 7,353 | 1400 | 1430 | 1475 | 1500 | 1510 | 1525 | 1550 | 1,600 1340 | 1568 | 1430 | 1,525 | 1,600
Unemployment Rate, %, giravg, yrend| 38% | 47% | 42% | 44% | 45% | 45% | 44% | 44% | 43% | 43% 36% | 38% 4.4% 44% 4.3%
Monfarm Payrolls, k, gir avg, ann avg 310 206 175 170 160 175 130 175 175 175 326 231 215 173 175
Inflation indicators, YoY%, yrend
PCE 27% | 25% | 28% | 29% | 25% | 24% [ 23% | 23% | 23% | 23% 5.3% | 26% 2.9% 23% | 2.3%
Core PCE 28% | 26% | 26% | 28% | 23% | 22% [ 22% | 21% | 21% | 21% 46% | 29% 2.8% 21% | 21%
PPI 1.9% 26% 2.8% 3.2% 2 6% 2.3% 2.2% 1.8% . 20% 6.4% 1.1% 32% 18% 20%

Interest rate, %, end of quarter, yr end
Base case remains stubbomly elevated inflation, pushing out the first-round reduction beyond market expectations and delaying further reprieve in rates
FF

3month UST bills 5.37 336 5.30 515 4.85 460 440 415 385 3.90 437 5.34 5.15 4.15 3.90
2yt UST notes 462 4.76 435 420 410 4.00 385 3.80 365 365 443 425 420 380 3.65
Syr UST notes 421 438 4.08 385 3.85 375 370 JEE 355 360 4.01 3.85 3.85 365 3.60
10y UST notes 4.20 440 4.23 405 3.95 3.80 3.75 370 3.80 4.00 3.88 3.88 405 370 4.00
30yr UST bonds 4.34 4.3 4.52 415 4.20 415 4.08 4.05 395 405 3.97 403 415 4.05 4.05
3mon to 28 spread bps 75 -60 45 45 -75 -60 45 -35 =20 -25 & -109 95 -35 -25
Jmonto 10s spread hps -117 -36 -107 -110 90 -80 £5 45 -5 10 -50 -146 -110 45 10
25 to 105 spread bps 42 -36 -12 -15 -15 -20 20 -10 15 a5 -55 -37 -15 -10 35
=S hould inflation improve faster than expected, or the labor market cool more than expected, the Fed will likely move sooner and faster amid a weaker economy

FF 5,50 5.50 5.25 5.00 4,50 4.25 4.00 3.76 350 3.50 4.50 5.50 5.00 3.75 3.50
2yr UST notes 4 62 476 3485 350 375 365 360 365 370 365 443 425 3.80 365 365
10y UST notes 4.20 440 3.90 3.85 3.80 375 365 3.70 3.80 4.00 3.88 1.88 3.85 370 4.00

Lindsey Piegza, Ph.D., Chief Economist | Publish Date: August 2024 | Actual data in red (Source: Bloomberg) | GDP figures shown as annual change
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UST Volatility
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ICE BofA MOVE Index: This is a yield curve weighted index of the normalized implied volatility on 1-
month Treasury options. It is the weighted average of volatilities on the CT2, CT5, CT10, and CT30.
(weighted average of 1m2y, 1m5y, 1m10y and 1m30y Treasury implied vols with weights

Page 32 0.2/0.2/0.4/0.2, respectively).
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Fed Funds Futures

Fed Funds: Market Projection v. Fed's Dot Plot
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Source: Federal Open Market Committee, Chicago Mercantile Exchange, Bloomberg Finance L.P., Stifel
Page 33 STH:EL Ei:SﬁaIFff/?aTlfets




UST 2 Year Yields
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Yield on UST 2Y Moves Above Core Inflation Rate

N UST 2Y - CORE PCE

il M\ Mw ],P,W I

=-200

H =401}

|n"?s"m|'sa"u"u‘m"n4|'ns"&‘ ﬂ?"ﬁ|'&9"?ﬂ‘"?1‘"?2"‘]3"94|'!5"96"‘i?|'96"W"EC-"’JI"OE|'C-3|'H"05"06"[!?"05"09| lD|'11|'12"3"14|']5"16"1?|'18"19‘ zc"21|'11|':3|'::‘

Source: Bloomberg Finance L.P., Stifel

Fixed Income
Capital Markets

Page 35 STIFEL




UST 5 Year Yields
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UST 5 Year — Core PCE

T UST 5Y - CORE PCE
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UST 10 Year
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UST 10 Year — Core PCE

UST 10 YEAR - CORE PCE

Source: Bloomberg Finance L.P., Stifel
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UST 10 Year — UST 2 Year
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15 Year MBS Pass Through Spreads
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Investment Grade Spreads

Corporate Investment Grade Spreads (CDX)
Over US 5 Year Treasury Notes
Fed Announces PMCCF & SMCCF =
3/23/2020

Source: Markit, Bloomberg Finance L.P., Stifel
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High Yield Spread Minus Investment Grade Spread

High Yield Spread - Investment Grade Spread
5 Year Sector
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Source: Markit, Bloomberg Finance L.P., Stifel
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Financial Conditions
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Source: Federal Reserve Bank of St. Louis, Bloomberg Finance L.P., Stifel, 8/2/2024

The STLFSI4 measures the degree of financial stress in the markets and is constructed from 18 weekly
data series: seven interest rate series, six yield spreads and five other indicators. Each of these
variables captures some aspect of financial stress. Accordingly, as the level of financial stress in the
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Presidential Contest

Swing States:

Electoral Votes

Total:

Total needed to win:

Pennsylvania 19
Georgia 16
North Carolina 16
Michigan 15
Arizona 11
Wisconsin 10
Nevada 6

93

There are 538 electoral votes. A simple majority of 270 is needed to win. Swing states

represent 34% of electoral votes needed to win.

Election information:
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https://www.cookpoliticalreport.com/
https://www.realclearpolitics.com/

Senate Contest

There are 100 seats in the Senate. Every two years 1/3 are slated for elections. In 2024 there are
34 seats contested.

A simple majority of 51 votes is required to control the Senate.

If a party wins 50 votes and controls the presidency/vice presidency, as the vice president has a
vote as president pro-tempore of the Senate.

Current Composition:

Republican 49
Democratic 46
Independent

Vacant' 1

INJ

» Democrats defending 23 seats, Republicans defend 11 seats
» Democratic at risk seats:

= Montana — Democratic (currently) leaning Republican
= West Virginia — Democratic (currently) leaning Republican

% Possibility of Senate flipping from Democratic control to Republican control

Fixed Income
Capital Markets
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House Contest

There are 435 seats in the House of Representatives. Every two years all members are slated for
elections.

A simple majority of 218 votes is required to control the House.

Current Composition:

Republican 220
Democratic 211
Vacant 4

% Control of the House will likely fall to the party that wins the presidency. The coat tail effect is
expected to be the key factor in determining the outcome.
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Tax Proposals

Capital Gains

Capital Gains at Death
Corporate Taxes
Depreciation

Small Business

Small Business
Buyback Tax

Individual Tax

Tips

Social Security Benefits
Carried Interest
Housing Credit

Child Credit

Tariffs

China Tariffs
University Endowments
Climate Subsidies
Bottom Line:

Tax capital gains at 28% for those earning >$1mm

Tax unrealized capital gains at death >55MM per person

Raise from 23% current to 28% minimum 21% (from 15%)

Reduce deductions for depreciation and interest for certain rental projects
Increase small business tax deduction for startups from 5k to 50k

Standard deduction to save time; Ease state barriers for occupational licenses
Raise from 1% current to 2% (or higher)

Raise tax rates only on those earning more than $400k

Exempt Tips

Impose a tax on carried interest

$25k credit for first time home buyers

S6k for under 1Y, $3.6k for 2Y - 5Y, $3k for >5Y
Embrace/modify/expand existing Biden tariff policies
Maintain Trump tariffs. Additional tariffs to follow.

Presumably maintain green energy subsidies in Inflation Reduction Act

$1.7T spending plan focused on housing and child tax credit.

Current capital gains tax is 15%. 20%, 23.8%, depending on income

Lower from 21% current to 20% (15% if products are made in U.S.
Presumably maintain/extend 2017 tax cuts

Exempt Tips
Exempt Social Security

Increase child tax credit to $5k (JD Vance proposal)

Baseline of 10% - 20% on all imports. Raise China tariffs to 60%.
60% tariff on imports from China

Excise tax 1.4% on Unis with 500 students & $500k asset/student
Eliminate green energy subsidies in the Inflation Reduction Act

Source: taxfoundation.org, various

Permanently extend 2017 tax cuts

% Tax proposals are somewhat fluid and informal. Harris could be expected to base her positions
on Biden’s, with modifications for political and economic reasons. Trump will base his
program off his 2017 tax cuts. The degree to which either candidate is successful will be
dependent on their ability to push their agenda through Congress.
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Budget Imperatives Leave Little Room for Ideological Initiatives

Budget Function Budget Flexibility

Discretionary,
= Medicare 21%

= Social Security

= Defense

= Health

m Net Interest Non

= I[ncome Security Discretionary,
79%

Source: Congressional Budget Office, Stifel
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The Annual Deficit is Pushing the Aggregate Debt to Elevated Levels

e
U.S. Deficit as % of GDP UST Marketable Debt Outstanding/Nominal GDP
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Source: Congressional Budget Office, Stifel Source: Federal Reserve, Stifel
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Source: Bloomberg Finance L.P., Stifel
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Contact:

Chris Ahrens

Managing Director

Fixed Income Strategies Group
0: 631-656-4567

C: 516-633-5071
cahrens@stifel.com
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Disclaimer
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This material is prepared by the Fixed Income Department of Stifel Nicolaus & Co (“Stifel”) and intended for Institutional
Use Only and is not intended for use by retail clients. The information contained herein has been prepared solely for
informational purposes and is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or
instrument or to participate in any trading strategy. Your decision to invest in any security or instrument, liquidate or hold
a current position should be made after consultation with legal, tax and accounting professionals in light of your own
profile, investment strategy, and risk tolerance.

All materials, including proposed terms and conditions, are indicative and for discussion purposes only. Finalized terms
and conditions are subject to further discussion and negotiation and will be evidenced by a formal agreement. Opinions
expressed are current as of the date of this publication and are subject to change without notice and may differ from
those of the Fixed Income Research Department or other departments that produce similar material. The information
contained herein is confidential. By accepting this information, the recipient agrees that it will, and it will cause its
directors, partners, officers, employees and representatives to use the information only to evaluate its potential interest
in the strategies described herein and for no other purpose and will not divulge any such information to any other party.
Any reproduction of this information, in whole or in part, is prohibited. Exceptin so far as required to do so to comply with
applicable law or regulation, express or implied, no warranty whatsoever, including but not limited to, warranties as to
quality, accuracy, performance, timeliness, continued availability or completeness of any information contained herein is
made. Any historical price(s) or value(s) are also only as of the date indicated.

Stifel does not provide accounting, tax or legal advice; however, you should be aware that any proposed indicative
transaction could have accounting, tax, legal or other implications that should be discussed with your advisors and or
counsel. The materials should not be relied upon for the maintenance of your books and records or for any tax,
accounting, legal or other purposes. In addition, we mutually agree that, subject to applicable law, you may disclose any
and all aspects of any potential transaction or structure described herein that are necessary to support any U.S. federal
income tax benefits, without Stifel imposing any limitation of any kind.

Stifel shall have no liability, contingent or otherwise, to the user or to third parties, or any responsibility whatsoever, for
the correctness, quality, accuracy, timeliness, pricing, reliability, performance or completeness of the data or formulae
provided herein or for any other aspect of the performance of this material. In no event will Stifel be liable for any special,
indirect, incidental or consequential damages which may be incurred or experienced on account of the user using the
data provided herein or this material.

Stifel Nicolaus & Co is a broker-dealer registered with the United States Securities and Exchange Commission and is a
member FINRA, NYSE & SIPC. © 2024
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