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Nominal GDP

Year-over-Year Change
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US 10-Year Yield
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Rolling Three-Year US Long-Term Nominal (Before Inflation) Bond Total Returns
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Stock/Bond Correlation
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Trade Deficit - China
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China Constant GDP - Year-over-Year
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China CSI 300 Index & S&P 500 Stock Index (Price Only)
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Analysts at China International Capital Corp. are barred
from sharing negative comments about the economy or 40%
markets in both public and private discussions, according
to an internal memo sent to the research department this
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month and seen by Bloomberg News. Employees should 30% ;‘
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compensation to third parties, the memo said. 20%
The directive underscores the increasing level of self-
scrutiny at Chinese financial institutions after authorities 10%
lashed out this year atb a n k & h & d o nlilestytes, and
ordered them to comply with President Xi Ji npi nggs. P N e N
Aicommpmo s p edrive.t Ity @lso highlights concern
among international investors that China is increasingly
restricting access to transparent data and research in the -10% China CSI 300 Index
w o r |secons-largest economy. M S&P 500 Stock Index (Price Only)

-20%

2019 2020 2021 2022 2023 2024

© 2023 Bianco Research, L.L.C. All Rights Reserved

Data Source: Bloomberg https://www.biancoresearch.com

December 21, 2023 Bianco Research L.L.C 8


https://www.bloomberg.com/news/articles/2023-11-30/china-investment-bank-bans-bearish-research-displays-of-wealth
https://www.bloomberg.com/news/articles/2023-11-30/china-investment-bank-bans-bearish-research-displays-of-wealth

Russia Gas Flows To Europe
10-Day Moving Average
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SPR Inventory
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173 Unemployment Rate

Consecutive Months
U3 Unemployment Rate Under 4%

14%

12%

10%

8%

6%

4%

2%
33

30

23

15

10

Nov-48
]

1949

Source: Bureau of Labor Statistics

December 21, 2023

1954

Apr-s7

3

i

1959

US Unemployment Rate Under 4%

May-6o
3.4%

1084 1989

1069

1964 1974 1979 1904

Bianco Research L.L.C

Nov-23
3.7%
3.9% Jan-oo  Apr23
3.5% 3.4%
Nov-23
Feb-20
13
Dec-o0
4
|
1999 2004 2009 2014 2019 2024

© 2023 Bianco Research, L.L.C. All Rights Reserved
hitps://www.biancoresearch.com/

11



Total Quits
24-Month Rolling Sum of Quits
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Continuing Unemployment Claims as a Percentage of Total Labor Force
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Kastle Back to Work Indices
Percentage of City Office Space Currently in Use
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What Does The Consumer Want?
The Retail Industry Struggles With Inventory Management
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Chart &: “Soft landing” the consensus for 2024 66% of FMS investors expect a "soft landing”
What is the most likely outcome for the global economy in the next 12 months? for the global economy in the next 12 months.

soft anding When asked about the timing of recession for
the US economy, 36% said they expect no
235 recession at all in the next 12 months while
Hard landing 32% expect the US to fall into recession in
Q224
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Most Economists Don't Expect Recession Within 12 Months
Fewer than one third of economists forecast a recession
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Source: Bloomberg News survey of economists Dec. 1-6
Economists were asked if US would have a recession in the next 12 months.
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Probability of a Recession in the Next Four Quarters
Compiled by a Quarterly Survey of Professional Forecasters Conducted by the Philadelphia Federal Reserve
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Wall Street US Inflation Forecasts Always Return to ~2%
Monthly from January 2018 to Date

Black = Actual CPI, Colors = Monthly Wall Street Forecasts
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Latest estimate: 2.7 percent -- December 19, 2023

The GOPMow model estimate for real GDP growth (seasonally adjusted annual rate) in the fourth quarter of 2023 is 2.7 percent on
December 19, up from 2.6 percent on December 14. After recent releases from the US Census Bureau and the Federal Reserve
Board of Governors, the nowcast of fourth-quarter real gross private domestic investment growth increased from 0.5 percent to 0.8
percent.

The next GOFNow update is Friday, December 22 Flease zee the "Release Dates” tab below for g list of upcoming releases.

Evolution of Atlanta Fed GDPMNow real GDP estimate for 2023: Q4
Quarterly percent change (SAAR)

Atlanta Fed
GDPMNow estimate
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Note: The top (bottom) 10 average forecast is an average of the highest (lowest) 10 lorecasts in the Bive Chip
Survey.
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Atlanta Federal Reserve GDPNow Contributions
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Weekly Initial Claims
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Reuters - US Thanksgiving weekend sales
hit record on big discounts, online boost
Deep discounts on everything from beauty
products and toys to electronics during the
Thanksgiving  weekend enticed U.S.
shoppers to splurge about $38 billion online,
signaling a strong holiday shopping season
even as economic uncertainty swirled.
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The Growth in Nominal and Retail Sales
Do Not Confuse Sales with Inflation!
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OECD Global Inflation
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Breaking Down CPI's Major Contributors
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BDI Baltic Exchange Dry Index
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Breaking Down Services Ex-Energy's Major Contributors
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The Financial Times 7 (October 19, 2023) Blackstone
warns _of looming hit to _consumers from surge in
bond yields

0 Wh e3@-year mortgages and car loans cost you 8%
it will impact consumer behaviour, €ays president
Jonathan Gray, president of Blackstone, said in an
interview with the Financial Times that the jump in 10-year
Treasury yields would force consumers to tighten their
belts. A Wh &®+year mortgages and car loans cost you 8
percent it will impact consumer behaviour, 0
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CPI Rent Of Primary Residence & CPI Owners' Equivalent Rent Of Residences

versus Zillow All Homes Rent Index
12-Month Annualized Change
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Does CPI Owners' Equlivalent Rent Have More Catch Up To Do?

Cumulative Increase
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Has Inflation Bottomed?
2-Month Annualized Rate
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Money Supply and Inflation
A Historically Weak Realtionship That Has Grown Weaker Over The Years
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The Fed Hikes Too Much and Something Breaks
The Target Federal Funds Rate Since 1992
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Yield Curve Inversions Lead Recessions
10-Year less 3-Month Yield Curve
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How Long Until the Recession?
When the 3-month to 10-year yield curve uninverts for 10 consecutive days

Date of Date of Days Date of |Calendar Days to Recession From
Inversion | Uninversion Inverted | Next Recession Inversion Date Universion Date
1/10/1969 2/21/1969 42 Dec-69 325 283
6/14/1973 9/30/1974 473 Nov-73 140 -333
12/8/1978 5/13/1980 522 Jan-80 389 -133]
11/7/1980 3/31/1981 144 Jul-81 236 92
6/6/1989 9/7/1989 93 Jul-90 390 297
7/31/2000 2/8/2001 192 Mar-01 213 21
8/1/2006 6/11/2007 314 Dec-07 487 173
6/6/2019 10/23/2019 139] Feb-20 268 129
11/22/2022 2?7?77 394 2?7?77 394 2?7?77
Average 257 316 66

1/10/1969 = Inverted for 24 calendar days, went positive for 33 days, then inverted again for 53 days

= Inverted for 30 calendar days, went postive for 9 days, inverted again for 26 days
= Inverted 41 consecutive trading days, went
positive for 1 day, then inverted again for 67 days

6/6/1989
6/6/2019



Federal Debt Held by the Public
Percentage of GDP
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The U.S. Federal Deficit
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How Much Interest Does the U.S. Treasury Pay on Its Debt in a Year?
Nominal Dollars and as Percentage of GDP

$981.30B

$1,000B epos

$500B

S2g0.30B
Jun-o3

%$200B
$100B

$50B

$20B $14.00B
Mar-60

Annual Interest Expenses (Log Scale) %

510B

$5B

1.95% +99%
5.00% 4.95% 4.99

=
o
[=]
&

Std Dev = 4.03%

3-55%
Sep-23

L
o
o
&

Annual Interest Expense as % of GDP
1 L
in n
o o
& £

Std Dev =¢.19%

2.00%

.83%
Jun-55

1948 1953 1958 1963 1968 1973 1978 1983 1988 1993 1098 2003 2008 2013 2018 2023

. i © 2023 Bianco Research, L.1.C. All Rights Reserved
Source: U.S. Treasury, BEA ' www.biancoresearch.com

December 21, 2023 Bianco Research L.L.C



6.50%

6.00%

5.50%

5.00%

4.50%

4.00%

3.50%

3.00%

Average Interest Rate on Total Interest-Bearing Debt

2.50%

2.00%

1.50%

2000

Source: 1.5, Treasury

December 21, 2023

What Is the Average Interest Rate the U.S. Treasury Pays on Its Debt?
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Interest Costs Now Exceed Defense Spending
Sosot
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Personal Interest Expense and Income
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Distribution of Assets in the U.S.
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ACNBC 7 (December 20, 2023) 62% of
Americans are living paycheck to paycheck, as
holiday spending, credit card debt rise

Half of consumers plan to take on more debt
to cover those holiday expenses, according to
another report by Ally Bank. Only 23% have a
plan to pay it off within one to two months .

3 N oonly is sticking to a budget harder t o d a

all the more imperative, too.j 3 Cr e chrdt
financing rates have hovered at the highest
levels ever recorded since last fall, meaning

carrying a balance could cost a heavy pr i ce, i

she said.

December 21, 2023

y
said Sarah Foster, a Bankrate analyst, 3 b u tt A

Distribution of Consumer Debt in the U.S.
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https://www.cnbc.com/2023/12/19/62percent-of-americans-are-living-paycheck-to-paycheck-as-holidays-approach.html?
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Bloomberg i (November 29, 2023) Bill Ackman Bets
Fed Will Cut Interest Rates as Soon as First Quarter

Wh a th@ppening is the real rate of interest, which is what
impacts the economy, keeps increasing as inflation
dec !l i Ackrean said in an upcoming episode of The
David Rubenstein Show: Peer-to-Peer Conversations.
Ackman said that if the Fed keeps rates in the roughly

5.5% range when inflation trends below 3%, fi t h a vefys

high real rate of interest.o

The Wall Street Journal z (December 19, 2023) Nick
Timiraos : Fed Official Says Rate Cuts Could Be Needed
Next Year to Prevent Overtightening

San Francisco Fed President Mary Daly said her outlook
for interest rates and inflation was 3 v ea lyo $oethe
median of projections from 19 Fed officials last week.
Most of them penciled in at least three rate cuts next
year amid a faster decline in inflation than they
anticipated YDaly said that if inflation continues its
steady decline of recent months, the F e db®&mschmark
interest rate 3 w istill be quite restrictive even if we [cut
rates] three times next year

December 21, 2023
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https://www.bloomberg.com/news/articles/2023-11-28/bill-ackman-bets-fed-will-cut-rates-as-soon-as-first-quarter
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https://www.wsj.com/economy/central-banking/fed-official-says-rate-cuts-could-be-needed-next-year-to-prevent-over-tightening-29d009ce
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United States Real 10-Year Yields
10-Year Yields Deflated by Headline CPI
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What Is the Fed Funds Market Pricing In?

5-375%
5.40% Apr 2024

5.30%
5.20% S a05%
5.125% = One Cut Jun 2024

5.10% 5.115%
Apr 2024

5.00%

4.90% 4.875% = Two Cuts

4.875%
Sep 2024

4.880%

May 202
4.80% i

4.70%
4.625% = Three Cuts

4.625%
Dec 2024

Implied Yield

4.50%

4.40% 4.375% = Four Cuts

4.60% 4.620%

4.30% Fed Funds Forward Curve Dates
M What the Fed Is Communicating (December "Dot Plot")

12/20/202
4.20% W 12/20/2023

4.125% = Five Cuts

4.320%
Sep 2024

4.10%

4.00%

3.00% 13.875% = Six Cuts

3-950%
Dec 2024

3.80%
Dec23 Jan24 Feb24 Mar24 Apr24 May24 Junz24 Jul2g4

Source: Chicago Mercantile Exchange, Bloomberg

December 21, 2023 Bianco Research L.L.C

Ang 24 Sep 24 Oct 24 Nov24 Dec24 Jan 25

© 2023 Bianco Research, L.1.C. All Rights Reserved
https://www.biancoresearch.com/

52



When Will the Fed Cut Rates?
Odds the Fed Cuts the Target Rate to 5.00% to 5.25%
As Calculated by the Chicago Mercantile Exchange's Fed Watch Tool
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And the Move Index
3% L
220
3.4%
)
w
=
- 3.2% 200
3
i
= 3.0%
= 180
o —
é 2.8% Ef
B
T 2.6% 160 &
g 2
B 2.4% =
2 140 =
S =
E 2.2% S
2 =
= i
120 ot
E 2.0% =
S .
§ 8% 3
1. =
3 100 ="
e =
g 1.6% =
=
@ 8o
= 1.4%
¢
=)
v 1.2% 60
=
1.0%
M WINDOW_AVG(SUM([ICE BofA MOVE Index]), -20, 0)
M Bankrate.com UUS Home Mortgage 30 Year Fixed National Avg 40
0.8%

2001 2003 2005 2007 2009 2011 2013 2015 2017 2019 2021 2023 2025

© 2023 Bianco Research, L.1.C. All Rights Reserved

Data Source: Bloomberg, BankRate.com, Bank of America https: / /'www.biancoresearch.com/

December 21, 2023 Bianco Research L.L.C



December 21, 2023

Bianco Research L.L.C

55



