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Improved spending outlook lifts GDP Key takeaways

US: GDP forecasts We have revised our forecast for

o mDec-24 WSep-25 W Oct-25 2026 GDP growth up by 0.3ppt
to 2.3% based on an improved
outlook for consumer spending.

“ Loosening financial market
conditions, solid real disposable

20 income growth, stronger
mortgage refinancing, and larger

1.5 tax refunds will support spending
next year.

10 Tight bond spreads, wide profit
margins, and fading policy

0.5 uncertainty will support business
equipment spending next year.

0.0 ' Less immigration will reduce the

2025 2026 economy's potential growth in
Sources: Oxford Economics, Haver Analytics the near-term.




Effective tariff rate unchanged in October Key takeaways

US: Effective tariff rate by forecast vintage
% The sectoral tariffs announced
25 1 on pharmaceuticals, furniture,
and heavy trucks didn't move
the needle on the overall
effective tariff rate in October.
5 |
- The biggest threats still in the
0 | | | pipeline come from
Pre-election March baseline  Apnl baseline September Cctober baseline semiconductor tariffs as We”
baseline . . . .
i as a new investigation into

machinery and robotics.

20

Pharmaceutical tariffs will have
the largest potential
impact, but the exemptions

for generic drugs, chemical
precursors, and for companies
with manufacturing plants in
the US will blunt the impact.

10

Sources: Oxford Economics, Haver Analytics




Focus: Government shutdown




A prolonged shutdown would be costly

US: Real GDP

% q/q, SAAR
4.0

3.5 4 Forecast
3.0 4
2.5 -
2.0 A
1.5 A
10 4 —Preliminary October
baseline
05 4
-—3.month shutdown
0.0 4
-0.5 4
2024 2025 2026

Source: Oxford Economics

Key takeaways

The ongoing government
shutdown lends downside risk to
our Q4 GDP forecast. We estimate
it would reduce growth by
0.1ppt-0.2ppt per week.

Over 600k workers have been
furloughed. If the shutdown lasts
through the end of the month,
the shock to federal workers'
income could reach $140bn
annualized.

The hit to spending may be worse
if workers question whether they
will receive backpay.

Federal contract activity has
slowed substantially, meaning
there could be knock on effects
for the private sector.




Missed payments and slashed contract activity will %
hurt spending

US: MTD contracts obligated in October 2025 US: Cumulative missing paychecks
Mn
% yly i ol
Defense | EEG—— | W Defense (Civilian)
| 16 B Health & Human Services
Nasa B Vatgrans Affairs
_ 1.4 B Other agencies
Homeland Security 12 o v Securiy
| ' ustice
Health and Human Services [ 10 ® Agriculture
Justice | 08 - :
Note: Missed paychecks scheduled for Oct 10,
] 0.6 4 14 & 16 reflect the loss of 3 days' worth of pay
Treasury —
| 04 -
Veterans Affairs ]
- 0.2
General Services Administration I 00
-100 -80 60 _40 20 0 10/10/25 10/14/25 10/18/25 10/22/25 10/26/25 10/30/25

Sources: Oxford Economics, USA Spending Sources: Oxford Economics, Bipartisan Policy Center



Health check on the
economy




Private data sources tell optimistic story Key takeaways

US: Oxtord Economics' US Business Cycle Indicator

Index, -1 to +1 Available data amid the
1.00 - government shutdown show no
—Index ==Pre-revisions =——Recession threshold broad-based layoffs, supporting
0.75 our view that a U.S. recession
050 remains unlikely over the next 12
| months.

0.25 - Even with hiring slowing, income
growth and retail spending

0.00 1 remain resilient, although a

035 prolonged shutdown is a key risk.
Al-related investment has

.50 sufficiently offset the weakness

075 elsewhere in business equipment
spending.

-1.00

Lower mortgage rates should
2018 2019 2020 2021 2022 2023 2024 2025

support a gradual recovery of the
housing market next year.

Source: Oxford Economics




Reported high frequency indicators aren’t flashing red
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Labor

Initial claims

Federal worker claims
Continued claims

Job postings

Tax withholding
Consumer

Public transit
Gasoline demand
Mortgage purchase apps
Air travel

US citizen int'l air arrivals
Non-US citizen arrivals
Restaurant diners
Hotel occupancy
Movie box office
Broadway box office
Business

Bankruptcy filings
Business applications
Steel production
Lumber production

Rig count

LA Container volumes

Source: Oxford Economics

—— l

==U IIIIIIJMIIIIIII II !ll

ll.'fld. o lulgu.u

il e LR
HNRRERESEN

HETNER UHER

B i

L 1 BLLE

'8 NN EED
_Hnms

3
=

!Il ]

mERIE B
gl we

l@ |
. |

L
i
N E N

i
o

2

‘A0 N
-

ol | |

i 1

21|

NEER. ERE

BECENREEEREENENCNENEN BonnEEn

B
INEEEENRNERREE
II@I III@IIII

Bl
NECREN

|
| ][]
H EEBER




Labor market continues to
soften




Unemployment will rise, not skyrocket

US: Unemployment rate by forecast vintage

0yr
i

Oct-25  =—5gp-25 =—Dec-24
4.6 -

Forecast

44 -
42
40

3.8 -

3:6 | 1 1
2024 2025 2026 2027

Sources: Oxford Economics, Haver Analytics

Key takeaways

With the September jobs report
delayed due to the shutdown, we
turn to private sector data. It
continues to show sluggish hiring
but a slow pace of layoffs.

Small firms accounted for the bulk
of the decline in employment in
September according to the ADP
report.

The new H-1B visa fees are
prohibitively high for many
workers. This will further weigh on
immigration and labor force
growth.

The shutdown has caused a spike
in jobless claims by federal
workers.




Available data shows sluggish hiring, especially for %
small businesses

US: Monthly change in employment by different measures US: Annual employment growth by firms size

000s o
300 - mADP
1 to 49 employees
250 mmELS 50 to 499 employees
==ADP 3mma . 500+ employees
200 —BLS 3mma —Total
150
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100
50 4
2
0
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0
-100 - Jul21 Jan22  Jul22  Jan23  Jul23  Jan24  Jul2d  Jan25  Jul25
Jan-24  Apr-24 Jul-24 Oct-24 Jan-25  Apr-25 Jul-25
Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



H-1B visa fees are prohibitively high and will weigh on

immigration

US: Net immigration per year
000s

US: H-1B holder pay by sector
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Jobless claims spike amid shutdown, but layoffs remain  &§
stable

US: Initial jobless claims by federal workers US: Private-sector job cut announcements & layoffs
# of claims 000s, SA Millions
3,200 300 - | - 38
—Challenger Grey job cut 16
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Consumer spending in solid
shape




Brighter outlook for consumer spending Key takeaways

US: Consumer spending by forecast vintage .

% y/y _ _ We have revised our outlook for

15 Oct-25 Sep-2> Jeced consumer spending growth up
Forecast 0.4ppt, to 2.2% in 2026.

3.0 1 / \ The upcoming holiday shopping

season is expected to see strong
2.5 sales volumes. Solid household
balance sheets and stock market

2.0 strength will underpin spending.
15 | While tax cuts are retroactive for
' 2025, withholding tables haven't

been updated yet. This will lead

101 to larger tax refunds, which tend
0s | to boost discretionary spending.
New fiscal policy, an outsized
00 +————+ — - ey wealth effect, and tariff-related
2024 2025 2026 2027 price increases will widen the
Sources: Oxford Economics, Haver Analytics bifurcation of hlgh- and low-

Income consumers.




Holiday shopping will start earlier and be stronger this &
year

US: Holiday retail sales US: Google trends search intensity
Hoyry 100
12 1 112 116 .
W Values ®Volumes 90 . . .
| 8 —Black friday —Christmas shopping
10 OE
80
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6.0
6 1 " 60
- 46
8 39 3 4.3 4.1 50
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Average of November and December retail sales ex -autos, gas, and restaurants

Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics



Strong tax refunds will support disposable income %
growth next year

US: Household real disposable incomes growth US: Coefficient on tax refund variable for % change in...
Q4 %y/y ..not seasonally adjusted retail sales by category for the month of February
&
10 Forecast Warehouse clubs/superstores _ Higher t-stat
€1 Discount department stores ||| | I
6 !
Hobby/toy/game stores |
4 I
Control retail sales _
3 4 {
0 Other general merchandise stores _
3 Electronic stores _
4 mages Used:-car dealers
Elinflation |
6 Bl Government transfers minus taxes Shoe stores __
8 - B Other Clothin
. . stores Lower t-stat
=-#-Real disposable incomes J _ _ _ ) '
-10 - . :
0 1 2 3 4 5

2020 2021 2022 2023 2024 2025 2026

All coefficients significont ot 90% confidence interval
Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics




Bifurcation of high- and low-income consumers continues ¥

to

Us:

widen

Consumer discretionary spending by income

share of each group's total spend
B Global Covid-19 -

financial crisis pandemic

b4 %

63% -

62%
61%
60%
59%

8%

57% -

56%

55% -

54%

=—Top 20% of eamers - LHS
=—Rottom 20% of earners - RHS

1984 1989 1994 1999 2004 2009 2014 2019 2024

Sources: Oxford Economics, Penn Wharton
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Housing market outlook
iImproves




Housing starts will avoid downturn Key takeaways

US: Housing starts by forecast vintage

ths Oct-25  —Sep-25  —Dec-24
400 -

Improved homebuilder sentiment
is consistent with our forecast for
Forecast housing starts to gradually
improve next year as sales improve

380 - and inventory declines.

With mortgage rates edging closer
to 6%, more buyers and sellers will
360 be brought into the market. This

lends upside risk to our forecast for
home sales to stay flat in H2.

340
Interest rate cuts and stimulus
from the Republican budget law
320 - will help sales recover in 2026.
Apartments are set to outperform
0 40— N other asset classes, as their real
2024 2025 2026 2027 estate values continue to grow.

Sources: Oxford Economics, Haver Analytics




Falling mortgage rates will support home sales

US: Mortgage rates & applications

Index bps

330 7 —Mortgage applications for purchase -LHS 1%
—30yr mortgage rate (inverted) -RHS 2%
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Sources: Oxford Economics, Haver Analytics

US: New and existing home sales
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Improving sentiment and declining inventories will lift %
home starts

US: NAHB Housing Market Index Components US: Homebuilder sentiment and completed homes for sale
Index >50=conditions are good Index 000s
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Apartment capital values on track to grow steadily in e
2026

Apartment total return: Top 15 markets US apartment occupancy level
9% Four-quarter rolling average
12 1 95.0% -
10 m 2025-2029 avg. W 2019-2024 avg.
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Manufacturing has areas for
growth




Industry conditions will recover in 2026 Key takeaways

US: Industrial production by forecast vintage

Index, 2017=100 Industrial production will continue

1o Oct-2>  —5ep-2>  —Dec24 to slow in H2. Aerospace, high-
Forecast tech goods, and pharmaceuticals
110 will remain bright spots, thanks to
strong demand and investment.
108 The availability of labor, existing
(06 infrastructure, and established

supply-chains will make

Midwestern and Southern states
104 /\/‘< attractive for reindustrialization.

102 - Fiscal policy, lower interest rates,
and reduced uncertainty will
100 - rovide a better environment for
usiness investment in 2026.
98 : : :
While_supply-chain stress remains
96 | | | o elevated, an excess capacity of
5094 5005 5026 5037 shipping containers means freight

rates won't exert inflationary

Sources: Oxford Economics, Haver Analytics pressures.




High-tech, aerospace, and pharma sectors have been resilient

US: Industrial production cycle phases (data from Jul 2025) US: Beige Book Activity Index
1lnsdex (1=peak, -1=trough) 25
2.0
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Haver Analytics




States with existing infrastructure and lower costs
attract investment

New construction projects* by sector

Metros* scoring highest on manufacturing-ready and affordability metrics

3 Sum of normalized attribute scores
Higher attributes but less affordable Higher attributes and more allordable
s
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Excess shipping capacity will help ease elevated supply-chain %
stress

US: Supply-chain stress tracker

US: Excess ocean shipping capacit
Index; > 0 = heightened stress PPINg cap y

%
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Tariffs are boosting inflation




Core inflation has a bit more to rise Key takeaways

US: Core PCE by forecast vintage

% Yy Core inflation was 2.9% in August.
5.0 - Oct-25  =5ep-25 =—Dec-24 With the tariff impact strippe
Forecast out, we estimate core inflation

4.5 would tracking at 2.5%, still a
touch above the Fed’s target.

4.0 : :
We estimate that two-thirds of

35 | the tariff passthrough has already
occurred.

307 The price of many goods have

i, risen by nearly 5% compared to

their pre-tariff trend. Electronics,

N \/ ~—— furniture, and recreational goods

have seen the largest impacts.

1.5 We expect core PCE inflation to
rise to 3.0% before year-end. New
1.0 +—— — 17— sectoral tariffs, elevated inflation

2023 2024 2025 2026 2027 2028 expectations, and a weak dollar
Sources: Oxford Economics, Haver Analytics keep risks to the upside.




Higher tariffs are lifting core goods prices %

US: PCE inflation US: Core consumer goods prices

%y/ly _ -
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Sources: Oxford Economics, Haver Analytics Sources: Oxford Economics, Census Bureau



If policy stands, most tariff passthrough has already %

occurred

US: Effective tariff rate based on 2024 import mix

% Apr 9:
30 4 Up to 50% most countries
A Ll T May3:25%
25 4
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20 \ May 14: US ;u;ﬁ]:; :ﬂnﬁ A e pharma
\ China trucs oppe i
\ SCENNo \
Mar 4: \ . A .
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10 4 "*\ USMCA
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Sources: Oxford Economics, Census Bureau

US: Core inflation

%
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Sticky inflation expectations and a weak dollar add %

upside risk

US: University of Michigan household inflation expectations

%
7.0

5 —1-year inflation outlook

—5- to 10-year inflation outlook

5.0 -

40 -

3.0 4

2.0 - 2019 1-¥r

Inflation
Outiook Range

1.0

0.0

T ]

2010 2012 2014 2016 2018 2020 2022 2024

Source: Oxford Economics, Haver Analytics

US: Trade-weighted dollar and import prices
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Financial market conditions
and the Fed




Fed resumes its rate cutting cycle . Key takeaways

US: Fed funds rate by forecast vintage Risks are now tilted toward the

% —Dec-24 —Sep-25 —Oct-25 health of the labor market. In the

6.0 absence of data due to the
Forecast government shutdown, we expect

the Fed will issue another insurance

5.0 rate cut in October.

We believe the neutral interest rate
has stayed flat since Trump took

0 T

Financial conditions are loosening
thanks to strength in equities.
Leading indicators su?gest usS
_cog)é)rate earnings will stay strong
in Q3.

3.0

2.0

Increased treasury supply has
pushed repo rates higher, draining
excess liquidity from the Federal

00 4\ S | o . Reserve. We expect the Fed will end

1.0

2022 2023 2024 2025 2026 2027 QT by early 2026.

Sources: Oxford Economics, Haver Analytics




Fed expected to issue another “insurance” rate cut in %
October

US: FOMC rate change expectations based on OIS US: Real neutral interest rate point estimates
(Hikes/cuts) % "/g —Average
0.0 7 425 —Average financial
-0.5 5 - ——Average macro
-1.0 4.00 —Latent factor
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Mote: Data collected October 20, 2025
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Financial conditions loosen, as strength in equities persists

US: Financial conditions index S&P 500 EPS growth vs leading indicator
Index: above 100 = tighter w10y yield mm Dollar % yoy % yoy
106 - mm|G Spread s HY Spread 80 - 80
. mm Equities
== Mortgage Spread —FCl o0 o0
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L T
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-20 =20
98 - -40 -40
WEPS growth Ml Eottom-up consensus
96 -60 1 —Lead indicator* r-od
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Sources: Oxford Economics, Haver Analytics Source: Oxford Economics



Repo market pressures will likely end QT by beginning of 2026

US: SOFR spread to fed funds midpoint

bps
1 (? —Five-day average =—20-day average

-10

-15 . . T T
Jan-24  Apr-24  Jul-24  Oct-24  Jan-25 Apr-25  Jul-25
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Sources: Oxford Economics, Bloomberg
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Forecast summary




US yearly outlook table

Forecast for United States

(Annual percentage changes unless specified)

2023 2024 2025 2026 2027 2028
GDP 2.9 2.8 2.1 2.3 2.4 2.3
Private consumption 2.6 2.9 2.6 2.2 2.0 2.0
Fixed investment 38 3.5 33 3.2 3.5 34
Government consumption 3.0 3.3 1.0 1.5 1.2 1.2
Exports of goods and services 2.8 3.6 0.5 -1.0 2.8 24
Imports of goods and services -0.9 5.8 2.7 -3.7 2.0 3.0
Industrial production 0.2 -0.3 0.8 -0.5 2.3 2.4
Consumer price index 4.1 3.0 2.8 2.8 2.3 2.3
Unemployment rate (%) 3.6 4.0 42 43 40 39
Current a/c balance (% of GDP) -3.3 -4.0 -3.9 -3.2 -3.0 -2.9
Government balance (% of GDP) -6.1 -6.2 -5.9 -7.1 -6.9 -6.5
Central bank policy rate (%, EOP) 5.38 438 3.87 3.12 3.13 3.13
10yr government. bond yield (%, EOP) 3.88 458 4.36 427 4.20 420
Exchange rate (Yen per US$, EOP) 141.91 156.65 149.68 146.03 141.26 136.79
Exchange rate (US$ per euro, EOP) 1.11 1.04 1.17 1.17 1.17 1.17

Source: Oxford Economics




US quarterly outlook table By

Quarterly forecasts for US

2025 2025 2025 2025 2026 2026 2026 2026

Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
GDP (% chg, saar) -0.6 3.8 3.2 1.8 2.0 2.2 2.4 2.4
CPI inflation (% year) 2.7 2.5 2.9 3.0 2.7 3.0 2.8 2.5
Core CPI inflation (% year) 3.1 2.8 3.1 3.1 3.0 3.1 2.9 2.5
PCE inflation (% year) 2.6 2.4 2.7 2.8 2.6 2.7 2.6 2.4
Core PCE inflation (% year) 2.8 2.7 2.9 3.0 2.8 2.7 2.5 2.3
10-year Treasury yield (%, EOP) 4.2 4.2 4.2 44 44 43 43 43
Federal funds rate (%, EOP) 44 44 4.1 3.9 3.6 34 3.1 3.1

Source: Oxford Economics



Fiscal Policy Assumptions s

Permanent Version in the One Big Beautiful Bill Act as Assumed in the Baseline Forecast

Estimated Budgetary Effects Relative Current Policy
2025 2026 2027 2028 2029 2030 PAIER 2032 2033 2034 2025-2029 2025-2034

Net Deficit Impact -46,962 270,653 153,507 134,089 73,542 14,477 -29,525 -55,489 -29,925 -19,544 584,828 464,819
TCJA Expansions 21,878 89657 82395 87036 82709 87,131 91987 95447 100226 103,535 363,677 842,003
Campaign Tax Proposals 2663 54773 44970 44603 48447 51633 53645 55045 56,624 58,380 195456 470,783
Investment Incentives 100,034 128307 100,156 83070 61,882 40,132 22,144 15018 13,118 12,703 473,449 576,564
Defense 2020 41864 44677 45741 47868 48932 51,059 52,123 54251 55314 182,170 443,850
Border Security/Immigration 0 13,683 25455 35890 37966 38533 41349 41490 42902 447281 112,994 321,549
IRA Recissions (Outlays) -857 -1,027 -1,316 -937 -607 -360 -112 0 0 0 -4,744 -5,216
IRA Recissions (Tax Credits) 138 -11,276 -36,791 -53,755 -67,749 -79,073 -86370 -94397 -60,658 -52,728 -169433 -542,659
Social Benefits Cuts (Medicaid) -835 -21,813 -54248 -73,117 -106,367 -127,074 -146,220 -156,518 -170,171 -186,243 -256,380 -1,042,606
Social Benefits Cuts (SNAP) 0 -7961 -16,116 -21,645 -21,744 -21,748 -21565 -24743 -25150 -25268 -67466 -185,940
Social Benefits Cuts (Other healtr 4 -4047 -11992 -16,518 -12543 -9233 -10,715 -12274 -14706 -16,533  -45,096 -108,555
Other (Spending) -171,940 -9,411 1,144 -7304 -11,1774 -23155 -31933 -33,690 -28685 -19.642 -198,685 -335,790
Other (Revenue) -68 -2,097 -24828 11,024 14853 8759 7,206 7,009 2,324 6,656 -1,114 30,836

Source: Oxford Economics



Major tariff assumptions

on information available as of October 9)

Tariffed countries

Tariff assumptions in our baseline (based
US tariffs

Retaliation measures

US /Canada

Tariffs of 50% on steel, aluminium, and copper, 10% on lumber, 25% on furniture, 25% on
the non-US content of USMCA-compliant autos, 10% on non-USMCA-compliant energy and
potash, and 35% on all other non-USKMCA-compliant products, USMCA compliance rose
sharply after tariffs were implemented. Consequently, the effective tariff rate on Canada is
estimated to peak not much higher than 6% this year. Most tariffs are still assumedto be
removed by Q3 2026 as the USMCA is renegotiated, but smaller 10% targeted tariffs
remain in place permanentiy for metals and seled agricultural products,

As of March 4, 259% tariffs on C330bn of US goods imponts, As of March 13, 259% tariffs on
an additional C$29.8bn of US goods imponts (this includes steel, aluminium, and other
products). As of April 9, 25% tariffs on C$35.6bn of non-USMCA-compliant autos and the
US content of USMCA-compliant autos. We assume all the C$35.6bn of US auto imports
will be eligible for tariff remission until mid-2026. As of September 1, Canada removed
counter tariffs on all non-auto products except for C$15bn worth of steel and aluminum
products, of which we estimate about half are eligible for remission until mid-October. Most
tariffs are assumed to be removed by Q3 2026 as the USMCA is renegotiated, but smaller
10% targeted tariffs remain in place permanently for steel and aluminum products.

US / Mexico

Tanfts of 50% on steel, aluminium, and copper, 10% on lumber, 25% on furniture, 10% on
non-USMCA-compliant potash, and 25% on non-USMCA goods and the non-US content of
autos. As with Canada, USMCA compliance has risen sharply. As a result, the average tariff
rate on Mexico is estimated to peak at 8.5% this year. However, these tariff hikes are
assumedto be largely reversed in mid-2026 when 3 new USMCA trade deal is agreed.

Mexico does nol retaliate and instead concedes to US demands on border security, hoping
to secure a reduction in the current 25% tariff on non-USMCA-compliant exports.

US /China

In August, the world’s two largest economies extended a trade war truce in which the US
lowered the tariffs it had imposed on China since February under the international
Emergency Economic Powers Act from 145% to 30%. We assume the latest de-escalation
in US-China trade tensions is permanent. Accounting for exemptions and other sectoral
tariffs, including the new 10% lumber and 25% furniture tariffs, we estimate the effective
tariff rate on Chinese exports to the US has risen to about 37%, up from 36% in September.

The existing trade truce brought China tariffs on US goods down to around 30%, where they
have stayed through the 1atest rounds of talks and where we expect it to stay for the
remainder of the year. We also expect China will avoid widespread export bans on critical
minerals, though it remains a key leverage for pelicymakers given the Chinese’ dominance
in the relevant supply chains.

Source: Oxford Economics
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