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A complete &
dynamic central
bank solution.
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U.S. Recession, Boon
or Stagnation?

The Future of U.S.-
China Relations
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China’s Future
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TRUMP ADMINISTRATION SUCCESS (& CURRENT RISK)

Percent of UMich Respondents Making Favorable Comments on News Heard About Government Economic Policy
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SENTIMENT NOT AS SUPPORTIVE FOR GROWTH

- ~\ Animal Spirits May Be Headed Toward Hibernation

Bloomberg Economic Surprise Indexes (Survey-Based vs. Hard Economic Data)

M Economic Surprise Index (Excluding Survey Data) M Economic Surprise Index (Survey Data Only)
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IS THE U.S. AT RISK FOR RECESSION?
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| YIELD CURVE POTENTIALLY A WARNING SIGN
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BUT, RECESSION STILL NOT A BIG RISK IN NEAR-TERM

Number of Days Between First Inversion of 2510s at the Close & Start of the Next Recession
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*Since 1978, there have been an average of 627.2 days between the first
inversion of the 2Y10Y spread and the start of the next recession. Applying
that average, and assuming the 2Y10Y spread were to invert today, it would
imply a recession in December 2020.
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ECONOMY NOT AT IMMINENT RISK OF RECESSION
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GROWTH HAS LEGS BUT WILL SLOW

Investment Playing a More Important Role in Economic Growth
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TALK OF “Al” NOT ISOLATED TO TECH COMPANIES
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FROM HIKE TO CUT (MARKET EXPECTATIONS)
C " "

Market Implied Probability of Fed Hikes at Meetings Through January 2020

OOMBERG

60
HMay '19 Meeting -8.267
B June '19 Meeting -26.139 RS
\ S, B July '19 Meeting -11.594 k40 8_
B September '19 Meeting -37.333 Q
BOctober '19 Meeting  -12.667 =
U S B December '19 Meeting -29.295 =t
D B January '20 Meeting  -21.705 “g
k20 =
-
[0)
a
T\ ~ _ 0 [0)
_// - —= .' oy P -'“".I r ~
7 \¥ A Y
A v\
p Y ~
‘__\___ :f/ - \"~-.__Jf"-| o
. " c
] -+
_/‘\\.I, b—20 f:“\
S’
+-40
Nov Dec Jan Feb Mar
2018 2019

Copyright® 2019 Bloomberg Finance L.P.

27-Mar-2019 13:34:53

15

{ECWB P 5ACFAD313F1C0000<Go>}



FUTURE OF U.S. CHINA RELATIONS

U.S.-China relations will not normalize

Worsening economic conditions making both
sides more willing to compromise

Trade deficits are not.atthe center of the
debate, it is intellectual property.rights and
more direct access to China’s economy

Major choke point remains the enfercement
mechanisms (arbitration, retaliatory tariffs,
etc.:)

Outcome of President Trump’s ‘Hanoi summit
with North Korea making negotiations more ;
complex Faealle  F

A deal is much more likely than no deal and a
Mar a Lago summit date would likely signify
that a deal has been reached
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CHINA’S SLOWDOWN WAS NOT TRADE-WAR DRIVEN
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Debt to GDP by Sector
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SLOWING PROPERTY SECTOR WILL WEIGH ON GROWTH

China Home Prices Rose in 57 of 70 Cities in February
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Japan's Population Pyramid 2015
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| WORRY ABOUT CHINA’S DEMOGRAPHIC SITUATION

China's Population Pyramid 2030
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DEMOGRAPHICS ARE BETTER FOR OTHER PARTS OF ASIA
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