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Looking Underthe Hood

"COVID" Inflation

"Conflict” Inflation

» COVID related demand & supply
shocks

More durable goods & discretionary
In source

More transitory in nature

Less detrimental to growth
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More supply side and commodity
driven

More services & less discretionary in
source

More “enduring” in nature (de-
globalization, ESG, supply side)

More detrimental to growth




Inflation & Unemployment

14.7%

April 2020 April 2021  April 2022 April 2020  April 2021  April 2022

Source: (1-2) Bloomberg. Dataas of May 12,2022.
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US Inflation Near40 Year Highs

Headline CPI:
8.3%

Energy:
2.1%

Goods
(ex food &

| energy):
IIIIII 2.0%
| |

-2%
Feb-2017 Apr-2022

Source: (1-2) Bloomberg. Dataas of May 13,2022. John Authers. Sticky inflation is US CPlallitems less food, shelter, energy& used cars & trucks is NSA.
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Services Inflation at 30 Year High

CPl inflation, y/y
24%

Services inflation at 30 year high
Services:

5%

Source: (1) Bloomberg. Dataas of Mary 13, 2022. Services inflationis CPl services ex energy. Goods inflationis CPl durables.
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Inflation Pressures Vary by Sector

US inflation by sector (y/y) . Energy . Food . Core goods . Core services

Energy commodities

Motor fuel Energy services

Energy

Utility gas service

Electricity

Source: (1) Bureau of Labor Statistics. CPl Report April 2022.
LookingUnderthe Hood/MAY 2022/ page /




Inflation Pressures Vary by Sector(Cont.)

US inflation by sector (y/y) . Energy . Food . Core goods . Core services

Source: (1) Bureau of Labor Statistics. CPl Report April 2022.
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Commodity Prices Surging Higher

Energy

Nickel Agriculture Index

NEN

US Natural Gas Palladium

Jan May
European Natural Gas (TTF)

Jan \EY
Source: (1-9)Bloomberg. Data asof May 16, 2022.
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Energy as % of Total Inflation Basket
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Source: (1) Bloomberg.
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Near Term Inflation Expectations Rising More Rapidly

US 1 yearbreakeven US 2 yearbreakeven
6% 6%

3% 3%

0% 0% qu\

\Fad

-3% -3%
2020 2020

US 5 yearbreakeven US 10 year breakeven
6% 6%
. W %
0% 0%
-3% -3%

2020 2021 2020

Source: (1-4) Bloomberg. Dataas of May 16, 2022.
LookingUnderthe Hood/MAY 2022/




Real Wage Inflation Still Negative

US average hourly earnings, y/y Wage inflation:

6% +5.5%

-4%
Jan-2021 Apr-2022

Source: (1) Bloomberg. Dataas of May 12,2022.
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Wage Inflation Varies by Sector

Leisure & hospitality

159% +11.0%

-1%
VAR

Transportation

Y

-1%
2015

+7.1%

Businessservices

A +6.7%

-1%
2015

Education & health

15%

-1%

2015 2022

Construction

15%

-1%

2015 2022

Manufacturing

15%

-1%

2015 2022

Retailtrade

15%

-1%

2015

Source: (1-10) Bloomberg. DataasofMay 16, 2022.
LookingUnderthe Hood/MAY 2022/

Utilities

15%

Financialservices

15% +3.5%

Information

15%




Wage Inflation Varies by Income Level

Hourly wage growth by quartile

6.5%

2.5%
2016

Source: (1) Atlanta Fed Wage Growth Tracker. 12-month moving average of medianwage growth, hourly data. DataasofMay 16, 2022.
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The Fed’'s Dilemma

Atlanta Fed 1 month sticky inflation
8%

-2%
2010

Source: (1) Bloomberg. Dataas of May 13,2022.
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History Suggests “Hard Landing” Risk High

US rate cycles and recession periods

Tightening Cycle Total bps hiked Peak inflation rate Hard or soft landing?

1954 - 1957 227 bps 3.7% Hard
1958 — 1960 305 bps 3.6% Hard
1964 - 1966 210 bps 3.8% Soft
1968 — 1969 500 bps 6.2% Hard
1972 - 1974 850 bps 12.3% Hard
1977 - 1980 1,040 bps 14.8% Hard
1980 — 1981 790 bps 11.0% Hard
1983- 1984 250 bp 4.8% Soft
1988 — 1989 300 bps 5.2% Hard
1994 - 1995 300 bps 3.0% Soft
1999 — 2000 175 bps 3.8% Hard
2004 - 2006 425 bps 4.7% Hard

Source: (1) Oxford Economics, “What History Tells us About Rate Hikes and Recession Risk” (May 9,2022). 2017 -2018 tightening cycle not included because interrupted by
exogenous COVIDshock

LookingUnderthe Hood/MAY 2022/




Global Growth Revised Downward

2022 GDP growth forecasts, y/y

8.0% m January forecast

Forecast today

Eurozone

Source: (1) Oxford. DataasofMay 10, 2022.
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