Economic Monitor January 2021 Art Baker A|B

The economy has been on the recovery path in late 2020 and is expected to grow in 2021. A lot will depend on the success in fighting the
coronavirus. The growth slowed down in Q4 2020 as a result of the second wave of the virus and will still be weak in Q1 2021 because the
vaccination will still not be widely available. The GDP is forecasted to grow at 4% in 2021 under the assumption of rapid progress in
vaccination campaign.

The stock market has been on a tear recently driven by the fiscal stimulus, low interest rates and COVID vaccine development. The stock
market is expected to continue to remain strong as these factors will continue to play out in 2021. The fiscal stimulus came at a cost of a
higher government debt. The U.S. Debt / GDP ratio increased from 60% in 2007 to 100% in 2013-2019 to 130% in 2020. This puts U.S.
among the 10 most indebted countries in the world along with Japan, Greece and Italy. The pandemics has also negatively impacted income
inequality, education and health.

The recession in the U.S. has been much milder than in other developed countries at -3.6% in 2020 compared to -7.4% in Eurozone. The
expected recovery in 2021 will take us to the pre-pandemics level but will still fall short of the trend we would have been on if the
pandemics had not happened. The main catalysts to the recovery will be the successful rollout of COVID-19 vaccine and next round of
stimulus payments in Q1 2021.
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GDP rebounded strongly in Q3 2020 but stalled in Q4 2020 as a result of the new virus wave
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Recession Periods - United States
GDP is expected to grow at healthy 4% in 2022, however, the growth will be slow at 2.5% in
Q1 2021 and will pick up later in the year making the forecast uncertain
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Stock market continued to grow after the US elections reaching new record highs

S&P 500 Price Index - 2020 S&P 500 Price Index - Last 20 Years
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Interest rates are ultra low as government is focused on encouraging investment

US Dollar declined against other currencies in 2020

US 10Y Treasury Yield
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Leading indicators were negative, at 2008 levels, in March - August 2020, however,

they turned positive in September 2020
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Consumer confidence has been weak since the beginning of pandemics.

The uncertainty led to lower M&A volumes in 2020

US Consumer Confidence
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Commodities, Household Finances, Unemployment, Home Prices

Oil has been weak due to low demand and high supply
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Net worth held up partially due to strong real estate
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%Change vs Year Ago

US Total Unit Vehicle Sales

Vehicles rebounded in a switch from the public transit

Launch full data release
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Unemployment is expected to be 7% at the end of 2020 and 6% in 2021, close to the long-term average
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House prices held up and real estate sales remain strong Recession Periods - United States
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I (% 1YR) Existing Home Sales, Housing Units, SAAR - United States (Left)
Existing Home Sales, Housing Units, SAAR - United States / 1000000 (Right)
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