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TODAY | The Lay of the Land

* Inflation vs Labor Market

* Fed vs Interest Rates

* Consumption vs GDP

* US Policies vs Global Economy

* Economic Showdowns or Slowdowns?
* Questions/Conversations






Inflation

Recession = CPI YOY % Change —— Core PCE YOY % Change
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Inflation Drivers | CPI| Past b Years
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Inflation Drivers | CPl Past 12 Months
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Healthcare Inflation - 25 years

+300% _ _
Hospital Services +275%
College Tuition & Fees +196%
+ 0
AU Child Care +185%
Medical Care +129% -
+100%
All U.S. Items +92%

More Expensive

*
¥

New & Used Vehicles +25%
Furniture +9%
Clothing +2%

Less Expensive Toys - 74%
Computer Software - 75%
-100%

Source: Visual Capitalist, Bureau of Labor Statistics as of Sep. 2025



Official Unemployment Rate

Recession — Official Unemployment Rate
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Non-Farm Payroll

Recession — Job Additions / =— Job Reductions
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Non-Farm Payroll

Recession — Job Additions / =— Job Reductions
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Non-Farm Payroll

= Job Additions / == Job Reductions
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Total job openings (Thousands)

Labor
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Source: U.S. Department of Labor, J.P. Morgan Asset Management. All charts seasonally adjusted. *JOLTS job openings from February 1974 to November 2000 are J.P. Morgan estimates.
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Healthcare Jobs

l 2025-2026 M May - January

Monthly Payroll Growth (Thousands)

Source: BCA Research
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Population Growth & Contributing Factors

== Population Growth B Births Minus Deaths
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Job Growth by State
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THE FED



Federal Funds
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Confidence

Recession — University of Michigan Consumer Sentiment — The Conference Board U.S. Confidence
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Source: The Conference Board, University of Michigan; retrieved from FRED, Federal Reserve Bank of St. Louis
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U.S. Aggregate Construction Spending

Architectural Billings Index by Region U.S. Census Bureau Construction Spending
Score below 50 indicates declining billings

— Nominal Spending —— YOY Growth
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Global Economy




Average Effective Tariff

TRUMP PROPOSAL
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Billions ($)

Government Spending vs Deficit

Total Government Spending Government Revenue

.« e 9
Total outlays: $6.975 Trillion Total revenue: $5.038 Trillion Deficit is 6.5% of GDP

$7,000
Medicaid $600B (9%) ,‘ARGET
$6,000 Other Mandatory $833B (12%) Deficit $1,938B (28%)
Non-Defense Discreti 867B (12% ‘

$5,000 on-Defense Discretionary $8678 (12%) Other $2608 (4%) includes $76B Tariffs (1%) 31)@[)
Corporate Taxes $490B (7%) e

$4,000
Payroll Taxes $1,737B (25%)

$3.000 Net Interest $1,016B (15%) §ﬁe6 Comas the

$2.000 Medicare $1,145B (16%)

$1 000 Income Taxes $2,550B (37%)

’ Social Security $1,5498 (22%)
$0 !

Source: JP Morgan, Congressional Budget Office
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Federal Net Debt | U.S. Debt Held by Public

% of GDP, 1940-2034, CBO Baseline Forecast, End of Fiscal Year
T | 2017 Tax Cut Jobs Acts Extension*
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(% of GDP)

Big Four | Major Headwinds

— Tax Revenues

25%

20%

15%

10%

5%

0% T T T T T T T T
1970 1975 1980 1985 1990 1995 2000 2005 2010 2015 2020 2025 2030 2035 2040 2045 2050

*Includes Obamacare subsidies, CHIP

Source: Federal Reserve of St. Louis, U.S. Office of Management and Budget and Congressional Budget Office
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Geopolitical Risk

Source: Council on Foreign Relations Global Conflict Tracker
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Geopolitical Risk

Source: Council on Foreign Relations Global Conflict Tracker
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Geopolitical Risk

Source: Council on Foreign Relations Global Conflict Tracker
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Geopolitical Risk

Source: Council on Foreign Relations Global Conflict Tracker
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Economic
Showdowns




Contributors to Real GDP

B Government spending ] Net exports ] Change in private inventories ] Business fixed investment ] Consumption Total
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Annual Real GDP | Retrospective

Recession B Real GDP Growth Rate
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Annual Real GDP | Last 10 Years & Looking Ahead

Recession B Real GDP Growth Rate 7, Real GDP Growth Forecast
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Percent Earnings Growth + S&P 500

Earnings Growth
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Drawdowns & Corrections are Normal

Bl S&P 500 Return £ Intra-year Corrections
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Historical Precedent | Oil Performance and S&P 500
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Treasury Yield Curve
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The Frontier

Real GDP
Inflation (CPI)
Unemployment
Fed Funds
10-Year Treasury

S&P 500 Index
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THANK YOU

KC Mathews, CFA®

Chief Investment Strategist
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