Economic Monitor February 2025 Art Baker A|B

The economy performed well in 2023-24 and is expected to continue strong in 2025. The consensus
economic forecast calls for 2% real GDP growth, 2.5% inflation, and a 3.5% federal funds target
interest rate.

We are at a junction when the election promises start taking effect, but the uncertainty about their
implementation is high. Fiscal policy is pro-business and growth-oriented due to deregulation and low
taxes. Technological advancements and consumer spending are also expected to support growth.

However, challenges such as labor market adjustments, potential geopolitical tensions, and climate-
related impacts could threaten sustained growth. Proposed tariffs and immigration restrictions will
likely lead to higher prices and interest rates.

The Federal Reserve will need to balance the desire to stimulate the economy with low interest rates
and control inflation. It will be interesting to see how that plays out in the coming months.

The economy performed well but is expected to soften despite the boost from the new administration
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Inflation is expected to continue to moderate despite pressures from potential tariffs

Quarterly Consumer Price Inflation Annual Consumer Price Inflation
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Capital Markets, Commodities, Household Finances and Unemployment

Stock market is a bright spot with S&P500 at historic highs above 6,000

S&P 600 Price Index S&P 500 Price Index - Last 20 Years
6,200 6,200
6,000 6,000
6,000 6,000 5,000 5,000
4,000 4,000
5,800 5,800
3,000 3,000
5,600 5,600
2,000 2,000
5,400 5,400
5,200 5,200
1,000 1,000
900 900
5,000 5,000 800 800
700 700
Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec Jan 600 600

'05 '06 '07 '08 '09 '10 11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24

Oil price moderated after a shock in 2022 Gold price increased as a reflection of uncertainty
WTI Crude Oil Spot Price ($/barrel) Gold (US$/Troy Oz)
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Net worth increased dramatically Vehicle sales are close to long-term average
US Household Net Worth Launch full data release
vs Year Ago il US Total Unit Vehicle Sales Launch full data release
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Unemployment increased slightly to 4.1% from 3.5% low in July 2023
US Change in NonFarm Employment & Unemployment Rate Launch full data release
US Change in NonFarm Employment & Unemployment Rate Launch full data release
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Interest Rates, Foreign Exchange, Leading Indicators, Consumer Confidence, Mergers and Acquisitions

House price growth is solid at 4% despite high mortgage rates

’ . . US Existing Home Sales Launch full data release
S&P/Case-Shiller Home Price Indices %Chg Yr Ago Millions of Units
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Interest rates have risen driven by Fed decisions US Dollar exchange rate strengthened
US 10Y Treasury Yield
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Leading indicators have been negative but improving in 2023-2024

US Index of Leading Indicators (6M %, AR) Launch full data release US Index of Leading Indicators (6M %, AR) Launch full data release
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Consumer confidence declined after 2021 but still remains strona bv the historical standards
M&A Volume Totals

US Consumer Confidence Launch full data release U.S. Dollar
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