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Asset Allocation & Investment Themes

Weighting

Asset Class Themes
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Past Performance

ASEAN Last 1D 1W 1M 3M 6M YTD 1Y
Thailand SET 1,399 0.2% -3.1% -4.2% -3.8% 7.3% -12% 0.3%
Philippines PCOMP 6,367 -0.5% -4.1% -6.4% -11.6% 0.0% -1.3% -2.4%
Indonesia JCI 7,007 -0.7% -52% -2.6% -11.4% 4.2% -8.7% -2.5%
Singapore STI 3,765 -0.5% -12% 0.2% 3.6% 14.0% 16.2% 20.8%
Malaysia KLCI 1,597 0.1% -0.3% -0.4% -4.1% -0.2% 9.8% 8.9%
Asia Last 1D 1W 1M 3M 6M YTD 1Y
HK HSI 19,672 0.8% -3.6% 0.0% 9.2% 6.7% 15.4% 19.2%
China H HSCEI 7121 1.1% -3.3% 0.5% 12.9% 8.1% 23.4% 27.3%
MSCI China 65 0.8% -2.8% 0.4% 15.4% 9.2% 15.6% 17.3%
China CSI300 3,934 0.5% -2.3% -1.1% 23.1% 11.5% 14.7% 18.0%
Taiwan TWSE 22,865 0.7% -0.8% 0.1% 3.7% -1.5% 27.5% 30.1%
Korea KOSPI 2,441 11% -1.7% -1.3% -5.4% -12.7% -8.1% -5.0%
MSCI Korea 743 1.5% -0.2% -0.9% -5.6% -14.6% -10.6% -6.7%
India SENSEX 80,182 -0.6% -1.6% 3.4% -3.6% 3.7% 11.0% 12.2%
MSCI India 2,922 -0.7% -1.7% 4.4% -4.8% 1.7% 17.5% 19.1%
Developed Market Last 1D 1W M 3M 6M YTD 1Y
Australia AS 200 8,153 -0.1% 21% -2.6% -0.5% 4.9% 7.4% 8.9%
Japan TOPIX 2,703 -0.3% -2.5% -0.2% 3.3% -0.9% 14.2% 15.8%
Japan Nikkei 225 38,672 -0.7% -3.0% 0.7% 41% 0.3% 15.6% 16.4%
Europe STOXX600 514 0.1% -1.1% 2.8% -1.4% 0.1% 7.4% 7.8%
Euro STOXX50 4,957 0.3% -0.0% 4.3% 0.3% 1.5% 9.6% 9.3%
US Dow Jones 42,327 -2.6% -41% -2.4% 2.0% 9.0% 12.3% 13.5%
US S&P500 5872 -2.9% -3.5% -0.4% 4.5% 7.0% 23.1% 23.9%
MSCI US REITs 1,296 -4.0% -5.0% -5.7% -7.8% 7.0% 3.8% 4.6%
J-REITs 1,618 -0.2% -1.0% -3.8% -7.6% -6.6% -10.4% -9.6%
Europe Last 1D 1W 1M 3M 6M YTD 1Y
UK FTSE 100 8,199 0.0% -1.2% 1.2% -1.6% -0.1% 6.0% 7.3%
Germany DAX 20,243 -0.0% -0.8% 6.2% 6.5% 12.0% 20.8% 20.9%
France CAC 40 7,385 0.3% -0.5% 21% -3.0% -2.5% 21% -2.5%
Switzerland SMI 11,639 -0.9% -0.4% 0.8% -3.5% -3.5% 4.5% 4.4%
Portugal PSI 20 6,295 -0.3% -0.9% -1.0% -6.3% -3.8% -1.6% -1.1%
Spain IBEX 35 11,618 0.3% -1.5% 0.3% -1.4% 51% 15.0% 15.0%
Italy FTSE MIB 34,401 0.2% -1.0% 3.2% 1.0% 3.6% 13.3% 13.3%
Latin America Last 1D 1w 1M 3M 6M YTD 1Y
Brazil BOVESPA 120,772 -3.1% -6.8% -5.5% -9.7% 1.0% -10.0% -7.9%
Chile IPSA 6,731 0.0% -0.0% 2.9% 6.3% 2.9% 8.6% 11.2%
Mexico MEXBO 49,968 -0.9% -2.7% -1.0% -5.0% -6.1% -12.9% -13.4%
Regional Last 1D 1w 1M 3M 6M YTD 1Y
MSCI Asia Pac ex Japan 581 0.2% -1.4% 0.6% 1.5% 2.7% 9.9% 13.1%
MSCI Latin America 1,890 -2.8% -74% -9.6% -16.7% -131% -29.0% -27.0%
MSCI All Country World 845 -2.2% -2.6% -0.0% 2.3% 5.2% 16.3% 17.9%
Commodities Last 1D 1w 1M 3M 6M YTD 1Y
WTI Spot 70.19 0.7% 0.2% 1.2% -2.4% -14.0% -2.0% -4.4%
Brent Spot 73.05 0.3% -0.5% -0.4% -2.4% -141% -52% -7.8%
Brent-WTI Spread (USD/bbl) 2.86 -0.30 -0.53 -1.06 -0.07 -0.64 -2.53 293
Gold Spot 2610.52 -0.4% -2.8% -0.7% 0.7% 121% 26.5% 27.9%
Gold ETF Holdings (tonnes) 2571.94 0.1% -0.4% -0.2% -0.8% 2.3% -3.4% -3.6%
Bloomberg Agri Subindex 55.70 -1.0% -2.6% -1.9% -1.0% -51% -10.8% -12.5%
Thai Bond index Last 1D 1w 1M 3M 6M YTD 1Y
ThaiBMA Govt Bond index 338.65 0.2% 0.6% 2.2% 3.5% 6.8% 7.7% 8.5%
ThaiBMA Govt Bond (1-3Y) 222.78 0.0% 0.1% 0.4% 0.8% 1.9% 3.0% 3.0%
ThaiBMA Govt Bond (3-7Y) 322.11 0.1% 0.2% 0.8% 1.4% 3.1% 4.3% 4.4%
ThaiBMA Govt Bond (7-10Y) 435.54 0.2% 0.3% 1.3% 2.5% 4.9% 6.2% 6.8%
ThaiBMA Govt Bond (<10Y) 273.95 0.1% 0.2% 0.7% 1.4% 3.0% 41% 4.4%
Thai Bond Yields (bps) Last 1D 1W 1M 3M 6M YTD 1Y
1Y 2.03 =1 -4 -1 -23 -32 -34 -33
2y 1.99 0 0 -8 -15 -38 -35 -36
5Y 2.06 -1 -2 -15 -15 -45 -39 -41
10y 227 -3 -5 -18 -25 -49 -42 -54
Spread 10Y-2Y 28 -3 -5 -9 -10 -11 -7 -18
Foreign Bond Yields (bps) Last 1D 1W 1M 3M 6M YTD 1Y
us 10y 4.50 12 18 11 79 28 62 57
Japan 10Y 1.09 -0 4 2 24 16 48 46
UK 10Y 4.56 3 24 9 " 51 102 86
German 10Y 225 2 12 -13 6 -15 22 17
Spain 10Y 294 1 18 -13 -6 -33 -5 -12
Italy 10Y 3.40 2 21 =il i -49 -30 -36
Others Last 1D 1W 1M 3M 6M YTD 1Y
VIX index 27.62 11.8 14.0 12.0 9.4 1563 15.2 151
Dollar index 108.07 1.0% 1.0% 1.8% 7.4% 2.7% 6.6% 5.8%
USD/THB 34.56 0.3% 1.8% 0.1% 4.2% -5.8% 0.9% -0.8%
EUR/USD 1.04 -0.2% -1.2% -1.9% -7.0% -3.4% -6.0% -5.4%
GBP/USD 1.26 -01% -0.9% -0.7% -52% -1.0% -1.1% -12%
USD/JPY 154.57 0.4% 1.5% -01% 8.1% 21% 9.6% 7.5%
USD/CNY 7.30 0.0% 0.4% 0.8% 3.3% 0.6% 2.8% 2.5%
USD/CNH 7.31 0.1% 0.5% 1.0% 3.3% 0.4% 2.6% 2.6%
Source: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU) As of 12/19/2024
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US CPI 3 month annualized
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aﬂﬂaﬂLﬁﬂ@ﬁlﬂﬁmﬁ?’m’i’m%ﬂLﬁﬂULﬁﬁﬁUizﬁUﬁﬁqmiuiﬂU
Aounth wiafliSuniuin “Mid-cycle adjustment” AdnBiy
masimaulaiiinduludl 1996, 1998 uay 2019

WHUAW 5: Fed ausaumsannanideszninems (Mid-cycle rate cuts) Tuil 1996, 1998 uaz 2019

Fed Funds Rate

Gulf war
recession

9/11 attack,
sluggish recovery,
low inflation

Subprime

COVID

crisis breakout

1992 1996 2000 2004
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2008 2012 2016 2024
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LHUNTNWN 6: Fed ﬂ"l?ﬂﬁﬁ‘lﬂ?ﬁ!ﬂﬂ’l‘iﬂ‘iﬂﬂﬂﬂﬂﬂlﬂﬂ wnEuiaLsIRau

(40 months) upsurge in inflation

July 1995-Feb. 1996
(8 months

Reduced inflation concerns

(3 months)

LT LISV Ll To cushion the U.S. economy from
increased market volatility stemming from

Start and end date of | Reason for starting easing cycle Reason for subsequent easing
easing cycle

BT LR (U Slowing growth and reduced concemn of an

1991 Gulf War recession and
sluggish recovery

No subsequent easing

No subsequent easing

Russia’s debt default
BEVIRA ) B R  Weakening growth 9/11 terrorist attack, sluggish
(30 months) recovery, low inflation
ST AL LR TR LB Financial stress and weakening growth Deepening financial crisis and
(16 months) Global Financial Crisis

(7 months)

aanavjudsegluzniiu uli Fed szausaunsanaaniily

Tupfin Fed fnsauseumiannenidossninems
(Mid-cycle rate cuts) savinn 3 sau il 1996, 1998 way
2019 Tasindundsnniisameonideulsneetiiseiusnn
poniefinzansie \isngnaluszeze (Neutral rate) w30
DRI LGuLﬁaL%NdoﬁzyzyﬂmLieﬁﬁu

pnfBENgLEu MIgAmItiuanasniioves Fed il
1996 waz 1998 Windunavandi Fed Usuandnnaanide
ulsinuasiovue -75bps gszdudnanenidsiiivanzan
ApLATEgRalusztzen (Neutral rate) 7131 5% Tuianiu
fumsyAmsusuannenidoves Fed Tuil 2019 1inTundv
nfiduissesduiuniassuthmnei 29 Sedaunile
Hunansznuanmasutumsaudthis (Tariffs) Tuase
finsudssesumisdsssnnsudineumii

Sanaandei mmmwiaLﬂiwgﬁﬂuizﬂzma (Neutral
rate) Tuilagiiugnusifiuinaglusedudszana 3-4.5% e
sanaendouloue o 8ull 2024 fisziu 4.5% lupnsd

LT R ) DR EYl Il Downside risks from weaker global
growth and trade uncertainty

n

COVID-19 pandemic

SanSuidedunliuseituluszpsdomi i Fed 1
%L’%'Nd\aﬁzytywmmaamiﬂ%’uammanLﬁﬂ wanyAinmsUiuan
aonifiilaidngt 2025

Ansnsedauliveedsil S&P 500 wdy Fed
yinsUsuandnneenidely 3 saudenann wuhnaaiu
Fefluwlinusumaustvsaiies Tnsiamszgae 3 Heu
usn Bemanevuususdulunlasifudfiannds 10% uazes
aguisluuu'ﬂﬁumﬁumaam:ﬂxL’Jm 12 WWousiaan munaiiy
faeviianiATegia (Enull 2019 duAnnIsznases
coviD-19 Tu 5 ifausoa)

Tasaaaiunguiiususmaugegn WunguillduseTomi
nmslFsuazmsuilnaduiiuedoveudndnlunnsdy
indauAsEgia [dun ngugshamalulad (Tech) nguaaii
M3WU (Financials) wazngufusuiiles (Consumer
discretionary)

mawedeulmAinam axpuhmaneuhaziimUsuan
aviiialutad) 2025 fousl Fed azauseunmsanmanioay
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LLWUAINN 7: ﬂﬂ'\ﬂ‘lﬁ!uﬂﬂﬂuu’]tﬂﬂlﬂﬂﬁu “#ayd Fed ausaun1sdsuanansinantie

S&P 500 around mid-cycle rate cuts

130

COVID
breakout

-90 -60 -30 0 30 60 90 120 150 180 210 240 270 300 330 360
Days around the last Fed's rate cuts

= J - - . . o a X o ) ' -
LWNUNTNN 8: ﬁunqu Tech,, Financials 1as Consumer discretionary USULWNZUUINGNDY Tuzne 13
8y Fed ausaunsusuannantis

S&P500 returns after Fed’s mid-cycle rate cuts

S&P500 31-Jan-1996 17-Nov-1998 30-Oct-2019%* Average

Tech

Financials 31.7% 15.6% 7.7% 18.3%
S&P 500 21.1% 11.1% 18.3%
Cons Discretionary 10.6% 9.8% 15.7%
Industrials 21.3% 16.8% 5.9% 14.7%
Comm Services -4.0% _ 12.6% 14.5%
Energy 26.7% 19.5% -3.9% 14.1%
Health Care 19.8% 6.2% 10.3% 12.1%
Materials 8.8% 8.7% 3.0% 6.8%
Cons Staples 24.4% -14.6% 5.3% 5.1%
Utilities 0.0% -7.1% 9.5% 0.8%
Real Estate n.a. n.a. 4.8% n.a.

*12-month returns after last Fed rate cuts on specified dates, except 2019 using pre-covid returns which is roughly 3 months

12



wwun i 9: isegialull 2025 fanuaseadeiuiasegialutaed 1996 uazll 2019 aniign 910
Ussifusutuiia wasaInsIun1sAn

Real GDP  + ~4%, driven by consumer + remained strong at 4-5%,
Growth Rate spending and business despite external
investment pressures from the Asian
financial crisis.
Inflation e ~25-3% e ~1.5%
Rate * Moderate price increases, ¢ Inflation remained
due to rising energy prices subdued due to
competitive pressures
from cheaper imports
Monetary * Reduce rates to 5.25% * Reduced by -75bps to
Policy (total of -75bps since 1995)  4.5% to promote growth

Fiscal Policy -«
« Raised taxes on higher-income earners in 1993 and

reduced spending on defense

« Achieved budget surpluses due to strong revenue growth

« Inflation control was a

priority, leading to cautious
rate adjustments

and stabilize markets
affected by the Asian
financial crisis

President Bill Clinton focused on deficit reduction

from taxes
Geopolitical « NAFTA negotiations; some « Impact of the Asian
Risks concerns about job financial crisis led to

displacement.

* Global tensions existed but

increased market volatility
and concerns about

» ~3%; strong consumer

spending but trade
tensions began to impact
business investment

o ~1.5-2%
+ Strong consumer demand

but trade tensions began
to pressure prices
towards year-end.

» Lowered by -75bps to

1.75%, before COVID
outbreak, to stimulate the
economy amid slowing
growth and trade tensions

* Increased budget deficit

due to tax cuts and
increased military funding

» Deregulation

escalated throughout
2019, impacting business
sentiment and investment

o ~2.0%-22%.

moderation in growth due
to inflationary pressures
and global uncertainties.

« Above 2.5%, driven by

supply chain disruptions
and increased consumer
demand from fiscal
policies.

« Potential cuts to around

4% depending on inflation
trends and economic
performance.

« Plans to extend individual

tax cuts set to expire in
2025

« Lowering corporate tax

rates further to 15%

« Deregulation
» Trade tensions with China «

Trade tensions (especially
with China) and global
instability (e.g., Russia-
Ukraine conflict)

were less pronounced;
U.S.-Russia relations were

relatively stable.

global economic stability.

decisions

flasadrunsassuaznisiiufisiunieiu azvildinain
Huduwruanniului 2025
fiapiATsgiafitTu mumsieurmeulenens
Buey Fed dousitavianed 2024 vszneufvulouieses
1525NBUA N3N mn’ﬁmuaﬂamwmﬁﬁﬁuma (Corporate
tax) uasnITUMBRUAIEN (Tariffs) mmiﬂm\mﬁmwu
Fului) 2025 miumsmamm DNAEINANTENUEDUNAUNN
Fudonsusuansaneenidevey Fed
uTEJmﬂmiﬂa\maznsz@ummgﬁamnﬁu 8199N%N
naulaeulainenmeSuiiduendu mmmﬁummﬂﬁaulm 2gbY
fasufumsaseuarmIduiisTumeiu uasiuniusnndy
Tl 2025 iszifuiladoiissdonasiafiemonanaiu foil
1. Msiseiduzaadude 1Ussfiudnnduiioe:
NS Tug sz 3% 1) 2025 wulaennss
NITAULATETNIMNNTAAY LHU MIFBTENENINTNT
Puandnsimiayana (Individual tax) ﬁqﬂwﬂ’uﬁ
fvavuneeluai) 2025 uarmasuanngsudeuly
a0UM3SU (Bank de-regulation) S9azinanEnw
Tumssesfudesnndu usnani nmemsSufineu
AMBAIRILsTANET 2024 sxnszdumslEneuay
mavslnameludssmaldudoundsiu Tuamei ns
KoM BRUATIEN (Tariffs) azsvnasan1siiia
FuppsFunuaud lwiSuiaduunluiadulug
2025 vyunniladenisivgUaeduazgimu
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. nmswansuuulsvisvasmnsud Tnsuloureddw

ﬁnizwmammmﬁuﬁ 2 ulpyie Ao 1) nsanms
fifiyana (Corporate tax) 110 21% Wie 15% Hean
Fazdawawansalsvavuiinaanzideulu S&P500
Uszana 4% ilaefungududiuilos (Consumer
discretionary) mudpunguUINsAUNTAaES
(Communication services) uazfunguan1iunis
U (Financials) uaz 2) MIsudumsaudniig
(Tariffs) Befwusfazifunsiindnruaansoluns
wavdud e ifusmgwinluaniz usenah
Tgmsnavldnduannuszimedu vildngugsiaid
wlfnnmeludszmaludasiufigs [dun ngugsha
N’]ﬁ’]iﬂ;’lﬂ‘[ﬂﬂ (Utilities) ngupauin™ (Real estate)
WAZNENTIUMI[Y (Financials) I#sunansznui
Hipanmaneulindunenaf

. dnsmenidisulauefissgnuiuaadias visanaud

nsUuandiszdy 4% nnfinandnedu Feusl Fed
zauseumsanaaniie uanaavueysusTuld
atwaaias vyulasmsldnsuazmsuslaadediu
\n3astusvaniunsiuIAdnuLAsEgia thinefungs
ganamalulafl (Tech) nguaaniumsidu (Financials)
wazngudusviniiloy (Consumer discretionary)




4. msUSuiiuees Bond yield 32z Msilufiusoy
issgianasiiuile TadeulenensiSud \daand
aziunsawaneu Bond yield ang 10 T Tinsvslu
eAugesT 4.5% Tuf) 2025 ulunguiifiausouln
AonsUsUTuDDy Bond yield anafimaUsuiunty
iin [dun ngneadavne (Real estate) wazngugsia
sonsylae (Utilities)

sroviu panaiulut 2025 wieitladonanniasugia
fiflusdustvriaiies Wuanawmsandnsuulptsan
miduld wazmismaiuiinounrauay uwiasfirnuiuau
andu nnulpunedumsudnings Seisanudeoly
Quilleiseidu uazifluglassasiansusuannenidovoy
Fed vilWi3uananaaafanigaduuliuuieaiu Bond
yield p1aufuagluszduiigedulugaeg 2025

WHUAWT 10: funsun Financials uaz Consumer discretionary lisuusslamianulaueniud

{INNIINEANDUG
q
S&P 500 sectors to benefit from Trump's policies
8.0%
7.0% e Cons. Disc.  EPS upside from tax cut
/:\

6.0% i
= . Less impact from
o trade retaliation
& 5.0% < Health Care
£ G, S ® Financials
e 90
° 4.0% ® S&P 500
3 .
-g * Cons. Stap. Industrials
5 3 0% ® Tech.
co . 0 .
4 ® Materials
w

2.0%

® Energy
1.0%
® Real Estate Utilities
[ ]

0.0%

40% 50% 60%

7

0% 80% 90% 100%

Domestic sales exposure

#un&a Financials Wag Consumer discretionary flona
Yuiiindugs mnnsldsemeludssimaiiudounss uas
ulgurgnsaaspaeniu

nagmsmaasuiulull 2025 uusthl¥ Overweight
ARATUANIT nnfiememItuizesiassgia uazulsng
TagsmzomSuiifazaiayunsiivlnseilslumagsia
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Tmmawwzmjuamﬁ’ums@u (Financials) WRENFNAUAN
Waa (Consumer Discretionary) &y Lﬂunéuﬁiﬁﬂiziﬂﬁiﬂ
mnuiﬂmwaw%uﬂmnﬁqﬂ ﬁy’oﬁnﬂn’ﬁamﬂ’lﬁﬁﬁqﬂﬂa LAy
nsnauARILNgIEidauFIeT Tuausfifinnuidaes a1n
FATINMIA M3sviTuzesdudle waznsfisduney
Bond vyield




NAANSIAISHU

IsadyuUOVADUTIW Neutral siowusUnss:a:endlul 2025 InamadiwanoulnuusunssSgua

arsg4 o1g 10 U (US 10-Year Treasury Bond) o:ndoulrolunsou 4.5-5.0% &:founusluuibuiilon
ISunauuisvAddunazilomansoadinds:Au 3% Indlasunsoryuminiduilolumausmsiiasnogofia
Boinownlingona:doAvodinds:Au 5% urusiAgonu nssums Fed TananvondufidusSnanmuwnain
nsoomuliilRsoumdavninuld (Dovish) innsimsiBulanamsidusivasodwkruniliothidbulllonaud
IDWANE 2% NIiiooRovIANAUMSB:a0M2avoeviUayovIASLZD MIRaMo:MSIDUELILITULIAWOND:
naAudUIloavmMNnd 3% IRodwilidaaAry 1IST9vIRtRUNGM: “No Landing” o:@oavmidusiolUiut
2025 BoonnAowansnuov Fed TumsannoniDaulandlRmnd 4% na:uovd Valuation RIAUEL
arsumsavnululiusUnsszasendfiolijo Bond yield oghssiuUsauinu 4.5% KS0gondn

Temafisuiiasm3g azpzaaiasdsiipsgszduhming  wisnnfilesanasatnssaiiavifuiiadvddlunstionn
2% anppasidafarsananuunlinlugisiniuen srfinelugwiounh susdeaiu Sudslunauinig

Sanuilevevanss Sunliuszansaviinhine  uasiinends Sefidnuazenaviings Seamseintflusay
wazisuuansenamiiafisziuszinn 3% o ldsuusanad  1nd 5% nbiswosilamai Suiiieazanasetesiaiiiosg
NNNAAUA (Goods inflation) FiWAnndusNUSUMIANTY  sefuithvany 2% 18y Fed Tuszozdheindlamaraudnesh

wauAWd 11: Ruaanmnadudiiugiu (Judm) deeeduiladeadglunsteldisitude
Tnesanzzaniias Suwdnnausagluinasiuandnase

US CPI 3 month annualized

=e=Core CPI (100%)
Core Goods (27%)
12% Shelter (42%)
— i 0,
10% Services ex Shelter (31%)

16%
14%

8%
6%
4%
2%

0% -
-2%

-4%
Jan-22 Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23 Jan-24 Apr-24 Jul-24 Oct-24
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AANAYIZIAIUINANAANAIATDY Fed 'lumsﬂsxqms‘ia
1Rau n.8. ezaNalREN1Z No Landing Sepenniiiusaly

qafuray Fed meldnshaevine Powell lifliiru
wSnuaa i eiianudduiunaausenuLas
m’;::l,ﬂwgﬁqu%u (Dovish) agviauaINNITUFUAREATN
panibuange -50 bps Tuiieu n.y. AouazmumdIBMS

UNUAW 12: n53UM5 Fed gailagiusindiaatu

Bond yield mmu‘[nm.,nu 25%

P>

andn -25 bps Tuifiou w.e. gaeiu 4.50-4.75% namLiu
ulgnedsnanyhifnaauazisfiuin Fed masldulune
Dovish snniAuly @vazsdunalianinzniadu (Financial
conditions) laifusieanafiaznasuliiSuiilonzaniay
T nfnluszazdenth

AUty Dovish LuudLiiaauivasasuiialy

The current Fed committee tends to lean more dovish, except when inflation fears arise, exerting sufficient upward

pressure on bond yields

l W 10-Year Inflation Breakeven 2.2726 I

8

Fed’s jumbo rate cut in Sept, driven by
‘regret minimization, appeared to have been
another overly dovish move

+2.5000

2.4000

----T-
I‘\

+2.3000

+2.2000

+2.1000
Powell’s early ‘victory lap’ in Dec ZOZh, followed by
several dovish statements from Fed thembers, led to
inflation breakeven rising back abovet2.4% m Fedspeak sentiment on §1/25/24 292 "14.00
: i +12.00
1 1
More ha k' h 100
\ More dovish : prenawRs : Le.0o
1 1 ’
1 1
I| : I ||||I‘ |M| I .
+4.00
i \ o
I“II“III‘ ““IIIIII‘M |IH|III IIM" l mllllllmmu. i ...m.‘miim

Mar Apr

2023
USGGLOYR Index (US Generic Govt 10 Yr) 10¥ BE & Fed Speak Senti Daily 180CT2023-010EC2024

AuRawanAilaziiauRY Bond yield 87g 10 Tiis
gedumumetusasaenidsszezdu samdensaanisal
aeniiielunan Fed Funds Futures ﬁﬂ%’uﬁagaﬁuamamn
NniANfinaAABAIAI Fed azanmanidiugisiulszann
3% 6 usindvmsvssgnifiew ne. 2024 aamaldUiuena
mMsaifusnseyinenids Fed azagluzng 3.5-4.0% liauds
othotipudull 2028
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+0.00
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2024
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NaIARD ANMNWENEINTEY Fed Aidaomsnanides
MIZLATEFNAMAMBENYTULLTY (Hard Landing) Uasasasg
&0z Soft Landing snniiuly naunaedunsviivnana
NEYN Fed mMavipuaauanizmItussmnsuiuly
wazanaiuly uidssihiassgiallgnnziitude s
ag’lu‘szﬁugmﬁizﬁu Whmsnwaeheiiiuad vdeflduni
“No Landing” Tsfiudalunssesni




WHUATNA 13: ma1A Fed Funds Futures lasuainnsaiiliun1suesin Fed asdavasaanidalilng
38R 3.5-4.0% udivatineiaudull 2028 &N Fed LWeAEiuN Dovish niﬁﬁﬁanunﬁsﬂszaguLﬁa

LADY N.8. 2024

%
4.5 1

4.0 1

3.5 1

3.0 1

2.5 1

2.0

Implied Fed Rates at Year-End 2025-2028

As of %eQ 5}9 (-OQ;Q 00 &

Implied Fed Rate: Dec-2026 Dec-2027 Dec-2028
Dec-2025
X
X
18 Sept: Fed cut interest
rates by -50 bps
> gk X g q/v Aqy \\qy . qu Q,Lb- o(ﬁ‘oqy ,,/u ,)y 'qu qu Q,Lb.oqy ’L"‘ @v 'qu Q,Lv Q,Lv ‘Lb‘ ’L" q/b-
O () () O o) 0 O () () [N 0 O ) ) O o\‘ 0 O

NGNS ,;5% (L«@ & & {ﬁe Oc) r&% o ot «\A = % & o f b\l(&v\

Snsmaniily Neutral rate ITHSHNIVDIANTF Lﬁuq\aﬁu
wAINWIUANUINGHA COVID-19
AnanwnnsLAvsesiATEgiaLazgfvimiliuiod
wWasuly tvindanesndefifunaisluszezeny (Long-
term neutral rate) YevANIFH UUMIgeTundeingd
COVID-19 &ainmldmniasugiaiisenaiiulaldmiladneanw
sezEfiUsTann 2% wli Fed avusugunanideiiusesy
5% wdifimy Tusnsiidudude nszuasafulanmitn
1] (De-Globalisation) F9iANANNIABIFBFIATINNIA Tng
anwnzlugAnoIlszs5UR Donald Trump Idaawalifiin
nMsthegunswanesnanuasmsHanisszansnmgs
uazfunuAsui e s ATy meszihlUgmaingu
PoRUUMIRARLaTTIMEUATUBAR
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wananil Mmzmsiiuiineusapasnniiemenanide
g1y thlassumnawansys uazswnaanaislunay
Uszina Ailidaensliaiduvesnuudseniuateiiteiie
\Wisufuneaasansyr suliunaanausiednmaenided
RN mwhwquqﬂmﬁmm’m (Aggregate demand) 28y
Tanlyiifintu snusiiigumusivnondyusademmuaniads
pfsgmansiidudou Teduwmanddudenaliumiafiuunlth
yavieglussiviigeiuiiefieufumanemassuiiniun 19
FoupedmmeaniuszuzEethe Bond yield mg 10 T 989
Ay sz 4.5-5.0% 1Tused Valuation Aivanzany
giviendiSuielugaln




% Long-Run US Neutral Rates
5.0 PO

4.5
4.0 1
3.5 1
3.0 1

25 1

2.0 A

151 —5Y5Y OIS Swap (Market's Terminal Rates)
1.0 4 === Fed's Longer Run Interest Rates
== Lubik-Matthes (Richmond Fed) Neutral Rate +2% }
= =O=Laubach-Williams (NY Fed) Neutral Rate +2%
0.0 T T T T T T T T T T T T

P S SO SR S S A X A | I LG L L N A B B A L
DD DD DD DD DD D DD PP P P>
S AR S AR R R N Al AR

Note: The Lubik-Matthes and Laubach-Williams lines assumed long-term inflation of 2%
ﬁu’l: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)

% US 10-Year Government Bond Yield & GDP + CPI Inflation ”
20 - " 20

=US 10-Year Govt Bond Yield ——US GDP+CPl —#—Forecast

L5
-10 - - -10
S P Y VR R SR S > o 9@ P e
$ > 2 ) ) S S S N N N N " Vv
& F F & ¢ ¢ ¢ ¢

Note: Forecast GDP and CPI is based on Bloomberg consensus as of December 3rd, 2024

A Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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UWNUMWA 16: 1315ELUT Valuation Nvisnsans LR IHaRBUUNUNUSTAIIFUNAaWIE 218 10 T)
agiiuszanm 4.5% iagenh Tumsiduidafiuwliumseilndsziv 3.0%

6.0%
5.0%
50bps term premium
4.0%
1% R-star
3.0%
2.0%
1.0%
0.0%
Inflation FFR us10y

auaaiAnszwanudsazssnnammianasiiaiuwle
nsefagiiuszana 3% wiageni

ilvamuaniRd Ayrosanarmildsanumnia
Tumsnszaneanudsslituneinlnalesasinasmu lay
lewziilswipuifsuiumsasyuludunine des wu Jju
ilosnnuaneuunuannmsasuluiustinsinifsdulugog
Uaneidnaiasugia 39 Bond yield USUanavmuLATHEAa
waziuiofiszans vauiivuinlinanouunugelugesu
savipinammsgieiinelfuasilsuisniiuim pruduwus
thilugmsamquinsasmueendsy 1y wasnlwale
60/40 fiutsmsasny 60% lumnansu uaz 40% lu
anamil iaaeangaszinanauunULazANNLEDY

agnlsfioy nmsdEnswanauwnuYeIRLsTRS
Fgunaansyt oy 10 T euiudailiu s&aP500 Tugend
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60 Tl (1963-2024) wuhAmanAnsnsTBANNENIRY
mﬁmwﬁwiu%’mium\aﬁLGuLﬁaﬁugm (Core CPI) N396
Tuszdushng 2% usidoiSuilogediuiiu 3% nawusiias
wasfuiniadoulmlufismaiisaiu a1mawivie Bond
yield fifingetuluzaeiduiiloge dowansznusia Valuation
9a91 vhlisausaulmsionswasuudasses Bond
yield uazsasfusinusufiisdunsontunaniusing
(Bond yield anax)

shounliiniiduieluszuzdnomihfiiaznseialng
ey 3% 1TeyuNevAaude Neutral siomsasyuly
ATANIiITETEN drunisnnquantifnanszansany
\Heviianay




WHUA WA 17: ﬁ’uﬁﬁ'ms:ﬂzﬂﬁqﬁqmﬂuﬁﬁTunﬂsﬁQHn‘sza’mm’mLﬁmmnﬁuIﬁar.i'm‘iﬂszﬁwﬁmw'lu

amisnduiianwuguatmaitseiudssana 3%

15 4

US Core CPI

Bonds provide diversification ® °
benefits when core CPlis ®® o e@ %°® @
below 3%

S
L)

.‘F

¢ Since 2023
©
[
2]
o
de® o
00 * " -
> Y ° N
L J [ ] '.
[ ]
® o o 8 ° )
¢ o Bond & stock
oy .
~ prices tend to
2 e ° o move in the
R 0w P same direction
o .?."-'- .)9{5‘{-‘: H amid high
L 4 £2_ inflation
S o0 .0 ¥y
® u‘ ?z
e ; LA
1 [
5 00 oo ..
®

-0.8 -0.6 -0.4 -0.2

0.0

0.2 0.4 0.6 0.8

Rolling 12 Months Correlation of Monthly Returns 10Y T-Note & S&P500

ulnneadsanafiunumlumsunsnuassmaaiaulmaas
Bond yield mnﬁu’luqﬂmm Trump

inavyuiisnesidenndamadndulazes Trump 1
#oamausesioune Scott Bessent §rindsuasiinnianewu
Key Square %@Lﬂuu%ﬁ’wé’mn'ﬁﬂamu Hedge fund i
anudrmnaiumsamudeanna Timsemumising
$3uUA3IININIENTIMIARIAUIANTDIENITT LazAn
wisi Bessent azdpwansuuluineidsiadumsiivln
NLATEFNA (Pro-Growth) LLazLﬂuﬁmﬁummﬂamu YUY
Weniu ulstnefiaaaewansemluents 1wy svasa
maf fihazianugaldvanay

athalsfimu Bndsuidiushdnfidevinmuatielnddn
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ﬁfmé’mwmamﬁﬂmﬁ'mawﬁmmimz (Interest rates on
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Issuing ultra long-term bonds “would have been a great idea,”
“When rates are very low, you should extend duration,” he said. “I think it's very unfortunate
what Secretary Yellen’s doing. She’s financing at the front end, and she’s making a bet on the

carry trade, which is not good risk management.”
Scott Bessent
7 June 2024

% Term Premium on a 10 Year Zero Coupon Bond
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17'1'3.11: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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High and rising inflation periods
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Asset performances during high and rising inflation

Dec'72 - Dec'76 - Jun'87 - May'04 - Mar'21 -

Asset class Average

Dec'74 Mar'80 Nov'90 Jun'06 Jun'22

Gold Spot $/0z -14% 55% 9%

WTI oil price $/bbl n.a. n.a. 69%
Commodity - 77% 28% 15% 40% 69%
Global REIT -34% 75% -8% 63% 5% 20%
US Treasury TR n.a. 5% - 6% -5% 10%
MSCI EAFE -38% 39% -4% 40% -16% 4%
Dollar Index -12% -11% -16% -4% 12% -6%
S&P 500 -42% -5% 6% 13% -T% %
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Expectations around economic demand and supply dynamics have been the primary driver of oil prices in 2024,

even amid heightened geopolitical tensions

Apr 1: Israel launched an
airstrike on the Iranian i
consulate in Damascus, Syria

Brent
price at
31 Dec
2024:
$77/barrel

31-Dec-23 31-Jan-24 29-Feb-24 31-Mar-24 30-Apr-24 31-May-24 30-Jun-24

mﬁwﬁmf'\s‘i'uﬁﬂuﬂw%'gﬂ sdyIuszanflnaunsyn
g9an (Shale oil peak) Tuauransulng
madulavssmalulafmagminshimnduiiuiua
(Shale oil) 20¥aWIFY HUNUMAAYFBRRILNINTVDINANN
thiulanathvannlunesssiinun Tnsiowzatneisluga
lpawnsuvavyAAsi Permian Basin Tu3g Texas nd
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As we have argued, at the current ‘supply destruction’ price, it is unlikely that oil output—particularly from US
shale—will see significant growth

EIA Forecasts: US 2025F Oil Production

mb/d
14.2 q

14.0

13.8 1

13.6 1

13.2

13.0 T T T T T T T T T T )
Jan-25  Feb-25 Mar-25 Apr-25 May-256 Jun-25  Jul-25  Aug-25 Sep-25 Oct-25 Nov-25 Dec-25

Forecast made in June ===July = -August ——September -———October ====November

‘ﬁ'JJ’l: EIA, TISCO Economic Strategy Unit (TISCO ESU)

US oil production has remained stagnant, hovering

between 13.0-13.5 mb/d Sluggish exports putting pressure on production
US Oil Producti i
i il Production i US Oil Output & Export Growth
15 1 1
===YoY Growth: Exports
(6-Month MA)
14 i 2.0
—YoY Growth: US
Production (6-Month
13 1.5 MA)
12 1.0
11 0.5
10 A o.o....\)J...
9 1 0.5
8 T T T T y T T T T -1.0 4
O A ® O D N A D o P © A W 0 O N P D P
& o ¢ ¢ & F o & &

Note: Oil production data is taken from EIA-914 report, with an added adjustment factor
ﬁuﬂ: EIA, TISCO Economic Strategy Unit (TISCO ESU)
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American E&P firms’ CAPEX has been lackluster over the last few quarters as oil prices fluctuated near the
breakeven level, while company outlooks worsened significantly in 3Q24

E&P Firms: Expansion Indicators Index

60 -
Dec-23 mMar-24 = Jun-24 mSep-24
50 4
40 -
30
Expansion
20
10 A 79
o o 1.1 2-2
0 b T T I_. T
4.5
-10 4 Contraction
-20 -14.8
Level of Qil production Capital Supplier Number of Employee Company
business activity Expenditures| delivery time employees Hours outlook

ﬁu’l: Federal Reserve Bank of Dallas, TISCO Economic Strategy Unit (TISCO ESU)

We estimate that a long-term 12-month futures price of approximately $75/barrel for WTI is necessary to sustain
US oil production

US Oil Rig Count & WTI 12M Futures Price
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ﬁu’l: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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...while Petrobras, the national oil firm, only expects 400,000

The IEA forecasts that Brazil’s oil supply will grow by b/d in new supply over the span of 5 years with the
more than 500,000 b/d by the end of 2025... assumption of Brent at $68-83/barrel
|EA Forecast: Cumulative New Brazil Supply Petrobras Estimated Total Production 2025-
2025F 2029F
mb/d mb/d
0.6 § 5.0 1
0.5 481
4.6
0.4 4
4.4
0.3 4
4.2
0.2 4
4.0 1
) I I N
0.0 36 T T T -
Mar-25 Jun-25 Sep-25 Dec-25 2025 2026 2027 2028 2029

ﬁJJ’I: Petrobras’s Business Plan 2025-2029, IEA, TISCO Economic Strategy Unit (TISCO ESU)

OPEC+ to increase effective output by approximately 0.3-

OPEC+ planned to hike output when oil price was close to 0.4mb/d YoY in 2025F (0.8 mb/d between Mar-Dec) and 1.0-
$80/barrel but kept delaying as price was near $70/barrel 1.1mb/d in 2026F (0.8 mb/d between Dec25-Sep26)
$/barrel WTI Price (5-Day MA) Forecasted Crude Production From 9 OPEC+
% Countries: Fully-Unwound Cut Scenario
1 mb/d mb/d
OPEC+ 35 4 r 0.5
production cut ‘MoM Change (RHS)
85 - announced: .
30 Nov 2023 =—Total Production Sep-26:
i 34 0.4
Delay ih output
hike announced:
80 1 5 Sep 2024
.N 3 Nov 2024 o3
75 A 5 Dec 2024
F 0.2
701 Signal to hike
output:
2 Jun 2024
31 1 e gt et . N F 0.1
65 1 30 Aug
2024
60 r T T r T 30 T T T — T T T T T 0.0
S S N S ) AR I I I S 4
S @ ‘@* W ,ooQ' S Y \gi\ N goQ' RO AR \‘@* N %oQ' S

Note: The estimate includes UAE’s quota increase of 300 kb/d starting in April 2025
is: Bloomberg, Rystad, OPEC, TISCO Economic Strategy Unit (TISCO ESU)
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OPEC’s market support, combined with potential lower-than-expected oil supply from the Americas, is expected to

support strong market fundamentals in 2025

Oil Price & Demand/Supply Balance
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fwanlnl Gzazemnh) Tumendishn wiefiiduniinms Roll
over uaziinflsfiSand Roll yield azansiaiiin

—o=WTI Price (RHS)

Sep-23 Dec-23 Mar-24 Jun-24 Sep-24 D:ec-24 Mar-25
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S/barrel
r 120

=A= Forecast Price (RHS) r 110

Forecast
: r 100
- 90

- 80

70

I 60

F 50

- 40
Jun-25 Sep-25 Dec-25

2e9[5AA Roll yield anafinamauunuiduvin Hu
Tud) 2024 firuan Fenannatilunme Backwardation us
fanansalimansuunuiiuayldluanizassiwiizonin
Contango ﬁa'fiyz:y'ﬁwsa?u ﬁgamoﬁ"ﬂn’jﬁm@'ﬁwzma 9
sniAalugeiinanahdusigrmuduiiudedos denali
vnasyugadudunsaniiatiams Roll over dwanlu
uraziaU

dwsul 2025 inmadiannzaainazivavegly
dnmaiz Backwardation wazlif Roll yield fifuuan wifas
anaviintiariilewiouiill 2024 dswnalinanauunusasnoy
yu ETFs asnuludyandemearmthuazmsuasuulas
spvnehiufulndidseiuanndu snelsfau ooy
Nawsamaaaiisl Roll yield diuinn avgiss3ananayum
Wiy uenmilonnmsushzssnanhiudy wTi fima
Fnaznduliedoulmaglndsziu 80 aoaanfanss e
indisa hlinhifupusodudunsngihaulesghi 2025




We expect 1M-12M spread to remain positive most

of 2025F
WTI 1-12Month Spread
14 S/barrel
==—1-12 Month Time
12 4 Spread
~——Forecast
10 1

-2.
PP PSP P PP
Y W & Y

Note: Latest data as of December 3rd, 2024

Roll yield has been major driver of returns for oil
ETFs in 2024

WTI Price vs. Oil ETFs & Equity Returns
30 - Normalized 2024
YTD returns, %

XLE:
S&P500
Energy,

12.73

USO ETF,
9.59

DBO ETF,
4.67

. WTI, -2.39

EEEEEEEEEE R
$ s 8 55553253838
§s222 8333283828

AN Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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o Juisiugnifiumnlinamnesigeninihase Fed Usznsuivdanieenufiuwliunseianndulull 2025F uaz R-Star gy

Fu dowalik Fed fududossiiiuulpmnensiuegvszinieie uonani Fed sndedldnassiiunazasnasmafiue
niudazsnfiulu@vii 01 massfumemBsudihidnieshindemamsdusesmanmsnluiosszen (Inflation
Expectation) uazmsavsnusuuannguanligiuslaa (Cost Pass-through) snnifpauiisla Tnsisiaein Fed Auwnliii
azifuansaneanidsuluinuaifiss 50bps §aediu 3.75-4.00% Tufl 2025F wauriinsifulnvosiasugiaansys Suwlii

sanavnaulusonadaviuradslusfniisssu 2.1% Wil 2025F Beanwasisaawatin Lﬂiﬂﬁﬂﬂﬂm%ﬁ’]ﬂm‘lﬂﬂﬂ Bloomberg)
nfifunlduamesldn 2.7% Tl 2024F sl iueviedeusnoed 2025 LATHF AN fiunlinanlaniigende
sy Mnusvuzavalavimelulszmaduddy (induiaveduazuonanangns) TmﬂuLuumunﬁiﬁmwaqwuﬂnﬂ
“luﬁawumm\nmmmum ﬂﬁvnaunummqmeummmﬂmm durnuidesiuguilnaBumeesysudtu uenani nen
ﬁwniwzﬂuamgﬂ susfinduge Lﬁuanwuqusedqzimzymanﬁu{[nﬂmﬂLanﬁu widnsSusanauyanaszsuanasiFa
antfususisanangelain

iaeeh ECB axusuandmmnanidsulnuasligsziy 2% meluzasnansd 2025F uazazifiumsauiginsaenidemas
usiieswhil agvlsas mnamemsalduiaseazen (Inflation Expectation) gaavtsusanavaginediiie wazmM UGN
wsughaduliagheandndnii ECB Usziiuly Tawawnz mnansg: ﬁmsmﬁqﬁmmqmﬁﬁuﬁwﬁwLﬁwﬁuﬂs:mﬂ'lunziugk
T3uptuAIELAGN MYANENTINNS ECB meRasandsuandmmnanidoulsnoasinii 2.0% 1§ susiiiasugiaglslou
Tud) 2025F Fuwnliiwees 1.1% Evannwasisnszesiniasegeaninoulay Bloomberg) 310 0.7% il 2024F Tag
spviladovyumananmsitusivssguasdmeluyszna Tasawznslhevssmatensuy nddvusenuiivenssigs uay
Suiilefiazaaiay sonalirdfiuiasediorniSuie (Real Wage) somsviluuauuan axfourdviomansyiseufiuds
w39 sivil wihiasugieglsloudunhinfiumiluiimh wienalbilfidumeiisniutn wnedefianaudssdnaneyszms
fovdumathvlnade

wswgiadiulul 2025 fwnltueeneimlddeiios munsitusassguavdmeluszima Tasamnzmauslnanmaniisou
Tasmsuiindueseinuazehviiwiadsesiduilaividyiitomivayumsslnasesdiu usnani Busluiimhduwn
IﬁumqﬁaﬁisﬁuLﬂwmwmﬁmminmocﬁﬂu BoJ) 7t 2% Iaevdiu Tasieadn Bod funlbsususanaende
ulineethedeniiiudesly Taz 2 afsgszeiv 1% lusrsumefvudszinamih stelsima anadssnniladumeusn Tay
wzulomemiiidsevanszn nuivenuliuiusunnmsideslulszmanazulonssesignateaiulsziiuiso
Fumotwlndda losnnanadenasiafirmensdduuloinemsiduzes BoJ

matfulagesiasegiadulull 2025 Juwililnzzasday vhunavenuimelunaiamadiu Tngamzanasanunsm

Tageaimumsiuszdasivithunansifiulamaiasugia (GDP growth target) Tufl 2025 13717 5% wwiieaiuludlil

v
o s

wazwisdhmnensnagamsadoiienszduiasgia TasmausloaludssmaAnasmsasyueesmasgiiunliuiufguan
NATNITUUIYUDDINIATT Wil nadveanilifiunseiuindeundnzesirssgisuluddiuunlinidsuwansenuanany
Fataduanmemsdn Tnsanandssneusniigedudenalimensiusivnliusgeiumsnszdunmsiiulashumsuslnelulszine
annTu snsiisngn meihssdugereviulddedyanalsulinemsedaidegnuazulomnemsiiuiuseuamenniuiie
sluayuAsEgialunh

iwswgRalnelull 2025F mpazeeneddtuiiu 3.0% nn 2.8% Wil 2024F Tasupsiladuaiumuanlsieoasmaig fiide
iy Taoiamzlassmsaomueney uaznasMInIzdulATsgia s miasumaensuiunlinlsunsmyuan
aduasyuanseszme lunmsmsthegiunmswdn Tnswnliimsvissifissfidsfiumsaidosufezszanashe madee
sremulinsuslnanaensuivsomldedweosifudesly fusnnduiedugulul 2025F Fuwnltinezideiuifiu
1.2% N3zt 0.6% Tl 2024F denalyiulnensiSuenansunasaslétie ualisnmin evnniasugiadeduun b
quamnefndugsiudnenm uazsnniduiafiiameieiunduidngnssuiihvans fuanudsssussnmazvilaiFeu
fisvaglustigaiiuiiadonasundn usnmilomuivanumsnilugnamnisueusudigoasiinnaliutiueuge Sniansdiu
aify Uswasswneladad nindduanudesiiddn deulonefiasumemsiuazuloinsnmi feznadunsseanyas
Tnehd) 2025F wazmsiivlageviassgieiuiiunlinmasnninasmsiindunemsiasvanss snaasnaliguaedly

= = a o § v Y ' a v '
Uszmeiuanay Seiinavihlinsiusvasmamsviaviienzasineaaldsunansznuuivaiu

34



ISogntiusAvIIFiooN INBIVIASA

Pullodiugudnusliuuenaiogonsuthuo Fed Ussnounudmsiswmuidnualiunsoiaunndulut 2025F ia: R-Star
fgodu dowali Fed snulusovsmiduulaviamsiduoevs:ins:dv uonoinl Fed owhovlBioamus:iiuwavoonnsmsh
wansudomituiudnth o msAvMIweMBdumuithow:thinBomsitivdugoomamsniidulillos:a:end (Inflation
Expectation) llasms&douhusiunumindjwanluggusina (Cost Pass-through) ntoailiavin Ingiswoos Fed Gnualuu
fo:UsuandmsmoniTaulaunaanilian 50bps gs:AU 3.75-4.00% Tul 2025F urusAimsiAulnuoviAsugnoarsg« Tinusliu |
B:aoavnauluaonnaovnumminadluofnns:Au 2.1% Tul 2025F (GomnwasghsovuootniAsugmanssiaoulng Bloomberg)
oNAGNUSTUUvENaMalAS10 2.7% Tl 2024F Aol IsTwovdnSoisnuovd 2025 IFsugivansg« dnusliuvaniandisoonso
Undo tnisoryugovguavAamaluds:anaAiluginny (Andumavnaviiasaondvoonans) Inaluiuuaumsisoavoogjusinn
Tubonuudbndvisvsioltion Us:nounumdvnsomudouenasddy dounsiisolugjusinaisungoausuatu uonoinl s1m
aunsweluarsg« AUsuMIUBUgY ITudnRtvNsvavehATyriomsusinamAlonsu IUdNSIBUDOUEIUUARaD:USUaNaY

[5weein Fed fwmnlinySvansnsmandoulaviaas
50bps §326U 3.75-4.00% (uil 2025F
awsnulememadulul 2024: TfsusBuinig
ATINERUNIUGY T8RS UARIANTIEY (FeipunNIUY
Fed Funds Futures) laenaafinsusugnsesiaiianianis
AN LﬁquEl‘]J’]Elm‘iLGu"IJE]\‘]ﬁU"Iﬂ’ﬁﬂE\]’]\‘iﬂﬁ%'gﬂ (Fed) nanpsia
waneass TaBudull 2024 AaansSuNesi Fed asU5U
ansaneenideuleinesnnily 125-150bps Tui) 2024 aehals
fifl niduilefindusnissidugeninihees Fed aenedl
o dowalwlugnunanslnsnadigay aanansdudsuma
maal wazspslamanmsanaenidelull 2024 wiieuies
25-50bps Wiy susiiidoiingrasnanslnsanaiions aae
Ysumamsaidness Taendusnein Fed asuSuandam
aonideuluineannds 100-125bps Tuil 2024 andasring
ufisehtundentunsenuuenmMAINEnTTEanaeEhy
fifddy waziflavdsnanussnuiisaurdoay donal
Fed Lingiginsmaniiismavetadiug uazsuandnm
aonidouloineas 50bps Tuifiau n.o. Lazanavdn 25bps
Tuliau w.a. uas 5.0, BRI 2024 Fed Usuannanids
wlaeldudiy 100bps §3viu 4.25-4.50%
Aemeulaunemsdulul 2025F: 15118931 Fed &
wnltinsuansnneenideuleusay 50bps gvsy 3.75-
4.00% @pAARBNTL Dot Plot @1gASBULADY 5.A. 31N
1) sanduiefuguiiunlivvenedmgsnhivansing
Usziuld iflosannmspzasasaasiuiile 5umyn
sein Taedaniduiafuguluidon a.a-we.
PenBfeay 0.3% MoM suWalifAnsnIsuNITLN
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shusaninszyfermnadesiisuilaenanduguimang
Teghay wananil mazvanavaesiuislugeiisnu
3 aumitaley LL‘mmumn‘nﬂﬂuwmmﬁuﬁmé’n (Core
Goods) iwanvaslugl Yoy deudsedull 2024
Wuduan aenelsin wnelaiad nsud wusanasns
mofunemEsudning Tasindssdiuin Yszme
suidunilsludhmnewsniiuensudasderuneni
fuAiin mmzﬁ@jﬁﬂﬁ'm povangs Huwlduiwdoy
funsRem UM BRUATh IS LD RN ZI91ZaY
(Targeted Tariffs) Tul) 2025F dywalwiSuilafinna
\iefiazaenfgeninszanumsilinamnms
FaruwenEs 0.4-0.6ppt
Sanmynenuiiunldumsesanndeiulud 2025F
Tapdnsinenuiivsusdsdulugaeiou dumils
u‘;luwamnqﬂmul,mmuﬁLﬁuﬁu wﬁaﬁ@awawwé’a
nadanluaniys Tugavosdsw. Tueu Hudnnu
i o wlaid wendndiausinasnsauidnmauau
wazdinmsidanzevEpnew %wmﬂumiaﬂqﬂmu
POIUTINNUEIF TR DU UTT) 2022-2024
suriinad1TarevEiusgsNad sz Ran3T
(NFIB) weLasvzunadntunufiaziianisdeny 8n
vodefiyamoaideandemasifiugsfiannniu ndv
wpvinruzmaiiand ety iwssgiaamsy
Fefivunlbndulnludaniiudonnss Semadnazdu
Bnuseuiidhdsemsfiiugsia uazmsieenu
Tuszazdnly




3) R-Star ﬁqﬁumniuaﬁm aaawa v IeTimas
08189 Fed lumitiuansaneenideulenumis
taway Tnusermonids R-Star wie3undnaten
Real Natural Rate of Interest %@Lﬂua”mﬁmamﬁﬂ
fiusviisanadasiumaiulnasiassgiauasiin
Thnduiisluszozem ldusudifsgugoninlugie
naudustneann Taednedeannsuinen R-Star
POIHUINIINAWEANTTH, UNLATHTAIEAT Lazaan
M3y azwuissiunanide R-Star Lﬂﬁﬂiuﬂwﬂ’u
zatifiszei 1.4% (vs. 0.7% wanlused 2012-2019)
Foflormiudnndudied 2% vnpANNERY
G‘lﬂﬂLﬁﬂuiﬁm’]ﬂﬁLﬂN"ISE\‘[NIﬂiZEJSEJ’]’JQSEJQ:ﬁ 3.4%

Tanagy Buleiugnuduwntueenedgeniithees
Fed Usznauiudamhenudiun imsesasnngulud) 2025F
WAz R-Star figedu dowaly Fed dfudpasiiiuulemny
mM3uetvIwinss’s uazdoermilsieanudovioraedu
nafe wn Fed Sudauannanidoduiuluoavihlidue
N&UN39FITU usivn Fed annanidadiiulufonasona
Tiassgiasausasathelaisiiu uanani Fed anadiou
M navszifiunazessnasmsfiuensuazdniuluiivii
it masernumemBaudmhishiasihindensintuaes

MAMINUHDIZe2e1 (Inflation Expectation) Wazn13
sosnusiuuIngwanlUgiuslna (Cost Pass-through) ann
daeievln

WHUATWA 34: 15138971 Fed duwaliinysuandnseanidaulauieas 50bps §3¢AY 3.75-4.00% ...

FOMC dot plot vs. market expectations

%

6 . .
Range of FOMC Estimates

——Fed Funds Rate

=>=—Median Dot Plot

—<=Fed Funds Futures

0

Jan-20 Jan-21 Jan-22 Jan-23

Note: Fed Funds Futures data as of 6 Dec.

Jan-24 Jan-25 Jan-26

#i31: Bloomberg, Fed, TISCO Economic Strategy Unit (TISCO ESU)

WHUAWA 35: ... dasiuiauguifivualineediganiiivarededssifiuly Wssnmsszas

mmmﬁmﬁaﬁwqﬂmé’n uae...

Core PCE inflation & contribution

Core PCE inflation 3-month annualized basis

%YoY Housing
7 Core Services excl. Housing
6 Core Goods
~———Core PCE
5
4
3
2
1
0
-1
2019 2020 2021 2022 2023 2024

%Chg (3M Annualized) —<—Core PCE
Core Goods PCE
—<=—Core Service PCE

4
Jan-22 Jul-22 Jan-23 Jul-23 Jan-24 Jul-24

*ﬁ'sn: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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WHUAWA 36: .. JAsMsTiaNuNMsAEesanssT MoneadanudeediugerasnsSuiialull 2025F

Té517 0.4-0.6ppt...

Type of goods targeted in trade war 1.0 on China Effects of tariff hikes on inflation
:/(;gh‘are uCapital ®Intermediate  Consumption Tariffs Tariffs on Rest of World
Effectively
Increased to... 6% 8%
80 1 0.4%
60 A 0.3% 0.4% 0.6% 0.7% 0.8%
Tariffs
on % 0.4% 0.5% 0.7% 0.8% 0.9%
40 A ‘ China
—_— 0.5% 0.6% 0.8% 0.9% 1.1%
20 A ‘
0.6% 0.7% 0.9% 1.0% 1.2%
0 | ‘ Brief explanation:
List 1 List 2 List3 List 4A List 4B * Trump has proposed an up-to-60% tariff rate on Chinese
. . . goods and 10% tariffs for the rest of the world.
25% Tarifts Rate 7.50% | Exempted * Using 12m rolling data, total goods imports accounted for
about 16% of personal consumption, with about 2% from
China.
» Effective tariff rate has been around 11% for goods
imported from China and about 1.5% from RoW.
* We assume a pass-through rate of 50%.

is: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)

wwun WA 37: . aasfidgasmyienuiivu mseisnndediulull 2025F annsauidinmsuauuas

ansiinanzaEanew deesiiiunsangumuzasussusIsNAldafisuiutlell 2022-2024
uananil...

Contribution to change in U-rate since Apr-23 CBO estimates of net immigration
ppt Mn. persons Average Trump terms (CBO)
10 Temporary Layoffs and Other Job losers 4 CBO Estimates

Permanent Job Losers

mmm Re/New Entrants

08

Trump 1.0
—o=—Change In unemployment Rate

06 0

2001 2004 2007 2010 2013 2016 2019 2022

04
Foreign born in US labor force

Million ——Labor Force-Foreign Born %

0.2 2 Share of Foreign Born (RHS) A
31 19
00 2 '
May-23 Sep-23 Jan-24 May-24 Sep-24 - 17
27 Trump Biden
—_—
25 + T T T T 15
Jan-16 Jan-18 Jan-20 Jan-22 Jan-24

‘ﬁﬂ"l: Bloomberg, CBO, TISCO Economic Strategy Unit (TISCO ESU)
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M391991U anmmuuuumwamnmamimLuuﬁ‘snamnmu nmmﬂmuﬁmu"m‘smanm YULLARNUY

Lﬂiiﬁ!ﬁﬂﬂmﬂiﬁﬂ El\‘l&lLLu’JIuNLﬁUIﬂIuE]ﬂi’WILL‘ZIGLLﬂ‘N mmm'\mLﬂuamlﬁmuummﬂmmamsmLuu
ﬁ‘iﬂf’) LLﬂuﬂ’liQ’]\‘i\ﬂuflu‘iuﬂuﬂﬂI‘ﬂ

Labor market conditions NFIB: small business hiring plans index

z-scores ——CB: Labor Market Differential z-scores
1 * 4 4

——NFIB: Hard to Fill
—— Quit Rate

31 ——Fed KC: LMCI 2019 Average
——Jobs-workers Gap
24 ——Average

2019 Average

Jan-03 Jan-10 Jan-17 Jan-24

MoM change in non-farm payrolls

24 Thousands
400 Short-run
breakeven
-3 4 | 300 255
227 1
-4 4 200108 AR 00 0000 ) BB
Jan-03 Jan-10 Jan-17 Jan-24 IR R0 RRRRRORRRRN M & B
100
36
0 + T r
Jan-23 Aug-23 Mar-24 Oct-24

*ﬁ'sn: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)

LLN‘L!I]‘]‘IN‘VI 39: E]Gli']ﬂi]ﬂLiJEl R-Star 15U l,wwummﬂumanauLﬂuaﬂwmn Iﬂﬂﬂ’l\‘lﬁ]\‘ﬁﬂﬂﬂ’]iﬂ‘]u’zm
A1 R-Star ?lﬂ\?ﬁ‘u']ﬂ’]‘iﬂﬂﬁ\‘iﬁ‘ﬁ‘igﬂ umﬁsvgmam LAZARIANTIIENY Q"W‘]J'J’li"ﬂﬂﬂﬂﬂlﬂﬁl R-Star

Lﬂﬂﬂluﬂ?’ﬂ?ﬂu?wﬂﬂﬂﬁuﬂﬂ 1.4% (vs. 0.7% LQ@EJI‘L!‘H’N‘U 2012-2019) ‘ﬂ\?LNEﬁ’JNﬂUE}ﬂi’]NuLﬁEWI 2%
WN’]EIﬂ’J’]N’J’]ivﬂ‘]JﬂBﬂL‘]JEJNIEHJ’]EWIL‘]Juﬂa’NQuﬂEI‘VI 3.4%

Long-term neutral rate R-star estimates
% eeee- HLW + 2% Inflaton =~ ====- LW + 2% Inflation s Avg. Avg. Latest
607 - Lubik-Matthes + 2% Inflation ----- 5Y5Y OIS ()
- Fed Longer-run Rates LW 2.54 1.08 1.22
HLW 2.59 0.90 0.74
Lubik-
Rl 2.22 1.22 2.60
DB Macro 2.36 0.83 1.48
DKW Model  1.33 0.42 1.23
High 1.96 0.59 1.58
Frequency
Syf:)ylgeal 2.49 0.12 133
Bond-equity 2.62 0.56 1.30
0.0
Average 23 0.7 14

2009 2011 2013 2015 2017 2019 2021 2023

Note: LW = Laubach-Williams estimates or HLW = Holston-Laubach-Williams estimates.
#131: Bloomberg, FRB, Fed, Deutsche Bank, TISCO Economic Strategy Unit (TISCO ESU)
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Fed member statements post November monetary policy meeting

Jerome Powell*

Alberto Musalem

Adriana Kugler*

Christopher
Waller*

John Williams*

Neel Kashkari

Lisa Cook*

“in remarkably good
shape”

“growth to moderate
toward the long-term
potential”

“being in a good position”

“household balance
sheets...in generally good
shape...”

“in a good place”

“in a good place”

“economic activity moving

along at a strong pace”

Since Sep, The labor market
“is better, and the downside
risks appear to be less”

“Remain consistent with full
employment”

“The labor market remains
solid”

“looser but still-strong labor
market”

“the labor market is solid”

“labor market remains
strong”

“labor market is in a good
position”

inflation is “coming a little

higher”

greater risk that...prices
“could stall, or possibly
reverse.”

“sustainable path to our 2%
goal”

“on its downward path to 2
percent over the medium
term”

“there are reasons to be
confident that it will reach
target”

“some confidence that it’s
gently trending down”

“disinflationary trajectory is
still in place”

“We can afford to be a little
more cautious as we try to
find neutral”

“to consider slowing the
pace of rate cuts, or
pausing”

“policy is not on a preset
course”

“leaning toward...returning
monetary policy to a more
neutral setting”

“We don’t want to be so
restrictive”

“Reasonable consideration
on Dec rate cuts”

“to move the policy rate
toward a more neutral
stance over time”

Note: * = Committee Members

#i%1: Fed, The New York Times, Bloomberg, Reuters, TISCO Economic Strategy Unit (TISCO ESU)

15 Ma9NATIUINRT 2025 LAsugiaavss Suualiiy
anlaniten3evdspadiivi
maiiulapviasegisansiys Sunliluacasasnay
Tapnndasiuaadslusdniiszdy 2.1% Tull 2025F
(Bennwas1aevouiniAssgmansaeulag Bloomberg)
nnfifiuunlinmnedaldan 2.7% il 2024F sioil ey
TeFeuInaadi 2025 iassgiaaniss dunliuanalaniigng
AAvTnds nnuseyuesgasdmeluyszmeafiuddny oin
fufavaduuazuonaoangnd) laslusudunsldieses
gulnaluilaqiugoudeusesioiios Usznoufurieuseey
fezensige duanudeiuduilnaFunessy oty
usnanil endunindluanis Asudifinduge Wudn
wiliusvavsdwsomauslnamaenau uiinmiSusansiu
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(Lending Standard) lffuniagshaiiensmdsdiuas
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2.1% Tull 2025F (Beanwas1srevaniniasegaanisnseiulag Bloomberg)

GDP growth 1\ Fed financial conditions vs. domestic demand
%QoQ, saar = Private Consumption %  eeeeees Inverted Fed FCI-G (LHS) %YoY
5 . " = Private Investment -2.0 1 Final Sales to Private Domestic Purchasers r 10
28 |F mmm Government Spending
8 orecast
3.0 C—Exports 15 re
4 CImports 3 T Easier .
C—JOthers 210 4 " Financial Conditions H B 6
3 —O=GDP 3
1 16 20 e 19 20 21 o M4
F2
2 T ™
K i ro
1 E :
Tighter F -2
Financial Conditions
0 1 L -4
B
t L 6
1 4 =
20 | : | 8
-2 - 254 - -10
1024 2024 3Q24 4Q24F 1Q25F 2Q25F 3Q25F 4Q25F Jan-06 Jan-12 Jan-18 Janio4

Note: 1\ Consensus data as of 27 Nov.
137 Bloomberg, Fed, TISCO Economic Strategy Unit (TISCO ESU)
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NiJ‘SIﬂﬂiuﬁQQ‘]JuENLL“ZNLLi\?ﬂBLuE]\T ‘iJi"ﬂmJﬂ‘Llﬂ']ﬁn\‘iLLi\’I\ﬂuEJ\‘I‘lIEI’]EIﬂ'JiN uanmnu ‘nmﬁumwsﬂu
ﬂﬂiﬁﬂ wﬂsvmmmum L‘]JuﬂﬂﬂuﬂLLi\‘li\‘Nﬂ’]ﬂﬂJﬂBﬂ’ﬁUiIﬂﬂﬂ’]ﬂLﬂﬂ?iu LLNBGI‘S’]L\?HE)E]N&’JuiJﬂﬂﬂQu
Uiﬂaﬂﬂ\‘lLiﬂﬂ&!’]‘u‘ﬂﬁﬂLmaﬂﬂﬂ”lﬂ‘ﬂ’l\‘l‘[ﬂ?ﬂ

Wage growth HH Savings Rate HH net worth & liabilities
%YoY ~—— Atlanta Fed's Tracker % Pre-revision % %
- Average Hourly Earnings 6 A siw r
¢ —— Employment Cost Index Post-Revision 900 1 Household Net Worth to income [ 20
7 4
5 4
800 F18
6 4
4 4
5 700 16
4 4 3 1
il 600 A L 14
3-3.5% should 2 A
2 be consistent
. o1 asome o
with 2% inflation ) 500 L 12
1 4
Household Liabilities to Asset
0 0 T T 400 T T T — 10
Jan-18 Jan-20 Jan-22 Jan-24 Jan-22 Jan-23 Jan-24 1991 1999 2007 2015 2023

AN Bloomberg, Fed, TISCO Economic Strategy Unit (TISCO ESU)
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Selected economic indicators with lead time to Recession probability: Smoothed & consensus for 1-
recession 1\ year ahead 2\
s Median Months % ——US Smoothed Recession Prob.
L B to Recession :
— 100 ~———Consensus Recession Prob.
Industrial Production (%YoY) 14
Yield Curve (10Y-2Y) 12 90 1
| 10 | Tuen 80 4
detected 6
CB: Consumer Confidence m:‘;‘: o 70
New Home Sales Batore
| recession 60 4
L S T | 7 | starts.
50 4
40
H stat,s | & |
|Average Weekly Hours (Mfg) | 5 | 30 4
Turn 20
3M Change in Private Payrolls I < tected 1- 1
R = S months
» = before 10 4
recession
starts. 0 L i I J . - it
Jan-90 Jan-01 Jan-12 Jan-23

Turn

‘ detected
after

recession
starts.

Note: 1\ Estimated by Deutsche Bank: red color = indicator has already turned, grey = indicator

just started turning, green = indicator has shown no signs of turning yet. 2\ Smoothed recession
probabilities for the United States are obtained from a dynamic-factor Markov-switching model applied
to four monthly coincident variables: non-farm payroll employment, the index of industrial production,
real personal income excluding transfer payments, and real manufacturing and trade sales.

'ﬁlﬂﬂ: Bloomberg, Deutsche Bank, Fred, NBER, TISCO Economic Strategy Unit (TISCO ESU)
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TulBidumoRswusuln IwskgoinoWIdavdnkalaUssmsifovdumoevinasn
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15 B91 ECB azufuansanmanidsulunsaclugsziu
2% aelugienatsl 2025F wazezifumsauigins
aaniiipznas

swAanavylsl (ECB) fuplisuansanaaniiy
ulguneay -25bps mw’i‘imLLazma']mmm‘[unﬁﬂizﬁuﬁ’uﬁ
12 5.0, a9WAlW Deposit Facility Rate atjfi 3.0% laums
vsvansasaenideulsmelunsssanadeil unasn
wannmaduaiifunlinndugdhvansd ECB fal dw
MevuramIUszulauematursudiindesllunme
wouARBaNNEuiu ndsanznIsumsldhystloafissyi
azimuassiusenideiifsmmnnweiieldiulainGuwess
mﬁ’umlﬂ;jmwmﬂﬁ 2% PENNNTBNUNMTUTEYH (“It will
keep policy rates sufficiently restrictive for as long as
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appropriate monetary policy stance.”) ﬁx‘lmﬁmzﬁauﬁ’]ﬂmz
nysumInasmIdamstuduiiioiulndfugaasud

ECB Usuanman3niiSuiila (HICP Inflation) 85y
1) 2024F way 2025F ay -0.1ppt U 2.4% way 2.1% aa
f0U dumivannficmzasnamwdsnuiifuunltumvasi
sailoviutlnsanafisnveiing vusfinvaianisal
Suiilad) 2026F 157 1.9% snuiin é’m@mﬁaﬁu@m (Core
CPI) ECB fimsavanamanlawiudl 2024F waz 2025F 13
i 2.9% uag 2.3% mMuady ausfivsuanmansalll 2026F
av -0.1ppt U 1.9% Iuﬁmmiugﬁa ECB Usuanmansnl
msviulnewsutl 2024F (-0.1ppt 1y 0.7%), 2025F (-0.2ppt
i 1.1%) uaz 2026F (-0.1ppt W 1.4%) lnewaniduwna

42

nnvivmsavesnuazatasAmeulsymaisiuun liniiudh
sndnieeyseduly
FumstsifiuaaiEen (Risk Assesment) FOLATEFNa
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ECB w1 Christine Lagarde sxyfivamaliuiusuzevsziu
aonifefifunashegfinilng aenelsfi e Lagarde 321y
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‘5‘1] 3-Month Annualized Basis Q“W‘LI’)’]L\‘IutﬁawuiﬁuL‘SN‘IJ“&E]&\‘JE]EI’]\?NNEI&'W]W

Headline Core Services Goods

% 3M Annualized % 3M Annualized % 3M Annualized % 3M Annualized
10 4 —o—HICP YoY 10 4 —o—Core YoY 10 4 =O—Senice YoY 10 - O—Goods Yo¥

8 8 8 4 8

6 6 6 6

4 4 4 4

24 2 2 \ 2

\

0 0 v - . » 0 0 . . .
Jan-23 Jul-23 Jan-24 Jul-24 Jan-23 Jul-23 Jan-24 Jul-24 Jan-23 Jul-23 Jan-24 Jul-24 Jan23 Jul-23 Jan-24 Jul-24

Note: Seasonally adjusted data.
i371: ECB, Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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wazazilumsaviginsnanidasnas

Expected ECB deposit facility rate in 2025 Taylor rule
o4/‘1:, . Unemployment Rate (%)
6.2 63 64 65 6.6
40
35
30
25 - =
R
20 A S B
c
PR, — = = = = = o o = e
15 4 2
Range of ECB SMA Estimates =
e
1.0 4 ——Deposit Facility Rate -
05 | —o—Market Implied Policy Rate 21|20 19 48 47 16 15 14| 13
—o—ESU Baseline X0 4R 157 IS GN TSN 1A A TSN ST}
0.0 . . . . .
Jan-23  Jul-23  Jan-24  Jul-24  Jan-25  Jul-25 (SN 1778 16N 5N 124N 153 H 1524 RIS B0

Note: Consensus expects 6.4% unemployment rate and 2% inflation in 2025F.
#1%1: ECB, Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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ECB member statements since September meeting

Member Date Comments
Muller 19 Nov 1 don't see a reason to move in bigger steps now.

We need to normalize our monetary-policy stance and move to neutral or even expansionary
Panetta 19 Nov

territory, if necessary.

PATSALIDES 21 Nov To continue lowering rates at a steady pace and magnitude, if projections in Dec reaffirm baseline.

Holzmann 21Nov  Warnings of undershooting 2% are not warranted.
Centeno 25 Nov Back to neutral territory, something around 2%, maybe slightly below, maybe 2%.

SCHNABEL 27 Nov 1 would warn against moving too far into accommodative territory.

If growth were to remain subdued and inflation at risk of falling below target, there are risks of sub-

Villeroy 28 Nov neutrallnolicy)
Stournaras 29 Nov More aggressive rate cuts, if there’s evidence US tariffs will lead Europe into recession.
Nagel 4 Dec Rates should converge... at a measured pace toward neutral territory, no need to act too hastily.
Lagarde 4 Dec Not on a pre-committed rate path.

Makhlouf 4 Dec Need to see some pretty significant evidence...

into making a big leap of more than 25 basis points

Rehn 4 Dec Neutral rate would be about 2.5% and it’s likely that level will be attained in late winter (Jan-Jun).
Vujcic 4 Dec When the road is slippery, you take small steps, and this is what we are doing.

ﬁu’): ECB, Bloomberg, Yahoo Finance, Reuters, TISCO Economic Strategy Unit (TISCO ESU)
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GDP projection 1\ GDP index & trend
%YoY m=mmm Private Consumption == Government Consumption Index (2019=100) ——GDP
30 , ==Investment —= Net Exports 115 4 . )
" | ==nventories —o=—GDP — Private Consumption
0.5 > Consensus Forecast 110
— 1.0
20 =
0.4 105 4
0:2 1.0 11 11 L3
1.0 100
95 4
0.0
90
-1.0 —
85
-2.0 80 T T T T T
1Q24 2Q24 3Q24 4Q24F 1Q25F 2Q25F 3Q25F 4Q25F 2014 2016 2018 2020 2022 2024

Note: 1\ Consensus data as of 9 Dec.
137 Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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AR mwalﬂmmwLmaiamamwul,ﬁa (Real Wage) FansemalunauLIn amaummmamﬂﬂﬂ
Lsauwﬂsmwmu

Real wages Household loans & bank lending standards
%YoY Negotiated Wages EUR, bn Households Loan (%, inverted)
6 Inflation 40 —o=Consumer Lending Standard r -30
——Real Wages
4 4
30 4 F -20
2 4
20 A r-10
o 4
2 1 10 4 Lo
N v\ f<
0 T T T T T 10
-6 1
10 { lTighte.ned L 20
-8 lending
standards
-10 - -20 - - 30
2001 2005 2009 2013 2017 2021 20: Jan-19  Jan-20 Jan-21 Jan-22 Jan-23 Jan-24

N Bloomberg, Eurostat, ECB, TISCO Economic Strategy Unit (TISCO ESU)
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Output gap vs. government cyclical-adjusted primary balance

Procyclical Restrictive l Countercyclical Restrictive
2019

Cyclical Primary Balance (%)
A

2020

10 Countercyclical Expansionary Procyclical Expansionary

-5 -4 -3 -2 -1 0 1 2
Output Gap (%)

ﬁu'): Bloomberg, IMF, TISCO Economic Strategy Unit (TISCO ESU)
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Distribution of seat in the National Assembly Potential budget balance under special law
Seat %GDP
350 4 0 T T 1
Budget Balance
are o e =1 | || = EU's Threshold
300 Absolute Majority (289 -1
== Gov. Forecast (Oct-24)
21 LT Under Special Law
250
214
-3
200 A 182
150 143 -
J 4.8
-5
5.0
100 A
-6
50 4 38
| I
0 4
New Popular Macron Camp National Rally Others -8 :
Front +LR + Allies 2011 2013 2015 2017 2019 2021 2023 2025 2027

17'1'3./’1: Bloomberg, French Finance Ministry, Le Monde, TISCO Economic Strategy Unit (TISCO ESU)
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Tasdnedenisussiivannnaensy winuiensuddutmunensfuaniidnldasenunuidas GDP
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Euro area trade with the US (12mma) Impact on GDP of 10% increase in US tariff rate 1\
EUR, bn Exports to US %Share ppt Germany Italy France Spain
60 - Imports from US - 20 00 ‘

—Net Exports with US |
——EA Exports to US/Extra-EA Exports (RHS) 03 | |
40 A r 18
0.6
20 A r 16
0.9
0 - . - : . 14
1.2
-20 A F12
15
World Bank (2018) = Average Elasticity Model
-40 - L 10 18
Jan-03  Jan-07  Jan-11  Jan-15  Jan-19  Jan-23 = CEPII (2022) mIW(2024)

Note: Impact on GDP varies depending on demand elasticity. For IW calculations, we show the
impact after four years on GDP.
AN: Bloomberg, SUERF, World Bank, CEPII, IW, TISCO Economic Strategy Unit (TISCO ESU)
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TuURth

JummaIn1sUszaNsavamUsEall (Two sessions) uaz  matiulanviasegialull 2025 (GDP growth target) uaz
n13Uszad Politburo MuLATHEAY hunemsinagantensaay (Fiscal deficit) AaBAIUNTT
dmsululivih msuszguddeememsiuiides  Uszam Politouro meAsugAalutfiousmneu nsngiex uaz
Juauey [Fun madseynapeanszdl (Two sessions)  5uUAN ﬁmwmﬁu%m:LﬁuamumizﬁmoLmugﬁml,az
flazdadulufousivien 2025 Feazfimstszmadivane  endedanufsIeaninAININTEfuLAsHRALRNLAN

UWWNUNIWH 52: JuanaensUsErusaasan1lszdrll (Two sessions) uazn1sUseny Politburo

NLATHFNR

2025 Key events

Early-Mid Mar .
> 9 ,,Twozessions,, ® Sep/Oct (possible)
To set growth goal and fiscal a8 Plefnum of the 20" Central

g deficit target for 2025 (iR afiiie U
Late Jul Late Dec
Late API’ Politburo meeting on PBoC meeting

Politburo meeting on economic policies
economic policies

Late Mar Late Jun Late Sep

PBoC meeting PBoC meeting PBoC meeting

Mid-Late Dec

Central Economic Work Conference
To set the national agenda for the €
Economy of China and its financial

and banking sectors.

#i%1: Goldman Sachs, Wikipedia, TISCO Economic Strategy Unit (TISCO ESU)
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China’s GDP growth & targets

General budget deficit

%YoY
® Annual GDP Growth & GDP Target

2021 target
above 6%

2019 target
around
6.0-6.5%

2022 target
around 5.5%

2023-2024 target
& aound5.0%

O

.~

N w = (3] [e2] ~ 00 =]
L L L L L L L y

o

2017 2018 2019 2020 2021 2022 2023 2024F 2025F

% of GDP

50

2017 2018 2019 2020 2021 2022 2023 2024 2025F

Policymakers will likely set a higher-than-usual |
deficit target of 3.5% to 4% of GDP i

f'f:.l'): Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)

nsiivlnvaviasegisdululinihduualinssasdag
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4.5% nfienaiazidulaldm 5% Wi mufiemees
maaveaniifunlthnsuanawhunansanufeieienmens
M mmxﬁmm‘%bﬂﬁLLmIﬁNU%’uﬁ?TumﬂLw\amummmmmi
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GDP growth Contribution to real GDP growth»
%YoY Percentage point
91 mmm Consumption Investment
8 Net export — GDP growth (RHS)
e
7 8 ! 8
1
6 Market forecast 5 "J:'\— 5
2024F: 4.9% P i 5
5 1 2025F: 4.5% I
1 : -1
4 :
-4 i !
34 Mar-19  Mar-20 Mar-21  Mar-22  Mar-23  Mar-24
2 4
Forecasts for GDP growth components
14 !
o, = Consumption
HoYox Gross fixed capital formation
0 15 Exports, of goods
M~ 0 ® © «~ AN O < < 9 9 0 0 0 v
SE: 5888883888888
N N NN AN s o - O 10
5 \\ /\v /\\_f___
0 \/
-5
2019 2020 2021 2022 2023 2024F 2025F

Note: 1\ Consumption includes household consumption and government consumption
131 Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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@135 (non-US market) ¥1nu

Chinese exports as % of GDP
% of GDP

. ) %Share
= China Exports in GDP

25 - Exports to US/Total Exports (RHS) - 20
23 1

21 4

15 T T T T T T T
2015 2016 2017 2018 2018 2020 2021 2022 2023

| chain reorganization from Chinese companies.

China trade value by region

% of total trades

=2004 2014 2019 =2023
70
60
50
40
30
20
10 I
Developed Beltand Emerging  Frontier Others
markets Road markets markets

e EMm exports could further rise on growing economic and political ties between China and Belt & Road economies, and continued supply- :

« Still, China’s push to expand exports in non-US markets may intensify trade tensions and given China’s already large market shares in i
global markets, finding new export markets may be more challenging than in the past. 1

AN Bloomberg, Goldman Sachs, TISCO Economic Strategy Unit (TISCO ESU)

Trade War faifluanuidsaansaasugiaduluiivii
HAAIATIUITANIATNITUITININANITENUAINEND
1szidiu Trade War faifiuiladeidomdniiaznadums
wnlpaasirssgiauliivih Tessnmadssifiuranssnuwy
H1 ynavsy SumBaudningh 60% fUdu sxsawali GDP
YDIIUDNIAARILNBL 2 percentage point NINTINANTZND
N9AY (Direct impact) WU Net export Viawamaaﬁizmm
0.6-0.7 percentage point FIMINNNWANTZNLINNBDN (Indirect
impact) AUNIAINU mavilne wazAnudeduiingay
atvlsfionn mahmEdenainialigei 60% lasawig
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Potential impact of US tariffs on Chinese GDP

USDCNY

Percentage point

= Direct impact Indirect impact

2
1.5 Indirect impact through

deterioration in consumption,
1 investment, and sentiment

0

60% Tariff

20% Tariff

Possible options to offset the negative tariff impact

China'’s possible response measures

Reciprocal tariff hikes

Bolstered fiscal and monetary support
CNY depreciation
Export control

Export diversification

USD/CNY
75

75

[ Escalation
i | of Us-China
i trade
frictions
US-China Trade war

& Fed hikes

6
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

i Bloomberg, Goldman Sachs, JP Morgan, TISCO Economic Strategy Unit (TISCO ESU)
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Share of GDP Growth: Final Consumption Expenditure

Expectations for house prices and consumer confidence

%

100 4
90 A

40 1
30 A
20 1

10 A

0 4

1Q23 2Q23 3Q23 4Q23 1Q24 2Q24

7AN:

Household consumption

80 4 slowed notably in 2024.
70 A ‘\\

60 1

50 "

3Q24

%

40

35

0

|
'
'
'
'
'

2016 2017 2018 2019 2020 2021 2022 2023 2024

Index
—— Net share expecting higher house prices
Consumer Confidence Index (RHS) 130
-~ 120
110
a

\\/\ 100

90

80

Stabilizing expectations for future house prices is the key
to boosting consumer confidence, leading to higher spending.

CEIC, TISCO Economic Strategy Unit (TISCO ESU)

WHUAWA 58: MAsdasanswavasiulull 2024 Selsiiiuntsnusndniau

China 70 Cities' Home Price Change

New home sales of the 100 biggest real estate firms

Index (Change from 2021 peak)

100
95
90 = New home price
Second-hand home price
85
80 + r r r r T r
2021 2022 2022 2023 2023 2024 2024

Housing market activities: Floor space (Residential)

% YoY

40

20

0

-20

-40
-60

Sep-22

Feb-23 Jul-23 Dec-23  May-24  Oct-24

Property developers’ source of fund growth

Index (2016 = 100)

Completed = Sold
Started ——~Under construction
130 ~
100 4--
70
40 —

2016 2017 2018 2019 2020 2021 2022 2023 2024

%YoY (year-to-date)

=== Total funds
Self Raised

100

-50

Oct-19

Domestic Loan
Housing Pre-sales

A
e

Oct-20 Oct-21 Oct-22 Oct-23 Oct-24

i'l'u’l: CEIC, TISCO Economic Strategy Unit (TISCO ESU)
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and unconventional counter-cyclical measures) mn%uiu
Puih Tawazwasululdanudmdysumsnszdunsuilng
Tudszmadudduusn ndsannlugiefisundiunmans

nanuazmaluladiduddy aaonauazifia Social safety
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Language shift from China’s top leaders (Politburo meeting)

Latest

September 2024

December 2023

Prudent monetary policy to be flexible,

market

its downturn

Monetal Moderately |
Y oderately loose appropriate, targeted, and effective
¢ Emphasizing its "prudent” monetary
policy stance
More proactive . Stltengthenlng the counter-cyclical o } )
- adjustment of fiscal and monetary Proactive fiscal policy to be appropriately
. (unconventional - . ) .
Fiscal . . policies strengthened and improved in quality and
counter-cyclical policy efficienc
adjustments) v
Housing policy Stabilize property Stabilize the property market and reverse N/A

Consumption

Strong boost to
consumption
and comprehensive
expansion of domestic
demand

Increase the income of middle and low-
income groups and improve the
consumption structure

Expand domestic demand and form a
virtuous cycle of mutual promotion
between consumption and investment

‘ﬁﬂ"’: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Support measures launched since late September 2024 and expected for 2025

_ Announced since late Sep 2024 Expected in 2025

* 20bps 7-day reverse repo rate cut with a follow-up 25bps LPR

* Two 20bps policy rate cuts
Two 25-50bps RRR cuts

Monet: j
onetary adjustment and 30bPS MLF rate cut * Allow the CNY to depreciate somewhat to partly
+ 50bps RRR cut and hint at another 25-50bps by year-end ier -
offset the tariff impact
. i ici ici -49,
* RMB 10trn to facilitate local government debt resolution Higher official deficit (3f5 4% of GDP)
L R .  Local government special bonds (LGSB) for debt
* Rmb400bn additional funding from the unspent bond issuance N X
R resolution, land repurchases, reginal bank
N quota accumulated from previous years e K
Fiscal L A . recapitalization and infrastructure
* Subsidized consumer goods trade-in and equipment upgrade
* RMB2-2.5trn ultra-long-term central government
program ial bonds (ULT CGSB) for major projects, bank
» Small subsidies for disadvantaged groups and students spectalbond: najorprojects,
recapitalization and consumption
» Lowered the minimum downpayment ratio to 15%
* 50bps avg. reduction to existing mortgage rates
+ 100% fundi ti f the Rmb300bn affordable housi
N gn |ng(propor |0n°0 € Rm n attordable housing » Additional fiscal support for housing destocking
Property re-lending policy (was 60%) X o
. - * Easing of home purchase restrictions
* Easing of home purchase restrictions
* Increase lending to white-list projects and target 1 million
additional units for urban village renovations
» Allowing banks to support land reserve buybacks
+ 500b facility allowi ities fi funds and
Equity X n yuan swap facility allowing securities firms, funds an * Policies that emphasize shareholder returns,
Market insurers to borrow for stock purchases

* Rmb300bn relending program for banks to support listed

companies’ share buybacks

investor protection, and quality of listed
companies

ﬁu’): Bloomberg, Goldman Sachs, JP Morgan, TISCO Economic Strategy Unit (TISCO ESU)

’:'I'HLﬂﬁﬂuﬁﬂﬂ’ldutﬂu’]ﬂﬂﬁﬁﬁué Moderately Loose
Monetary Policy azviauulauianmsiduiiduunldunou
aanaxnduluiingi
memssuldiasuiemenissfuuleunanis§unn
Prudent monetary policy ﬁiﬂﬁmmaamﬁ"’\nwiﬂ 2011-2024
\flu Moderately loose monetary policy %agﬂiﬁdﬁqﬂuﬁw

Fngeamsdulan (GFC) T 2008-2010 Taeisiaainludlii
5UIAIINANIU (PBOC) azannanidulluiAndn 40bps

=

unaunesuluila Seecisidunisaafinnniigaiiy
st 2015 udvduwnlduiazUsuandnausisovea
nvane (RRR) 80917 50-100bps LiaLANaNTWAREYIY

FEUULATHING -

wHUAWA 61: SuidsuiiAnmeulsuanisiSug Moderately Loose Monetary Policy sizvinuulaung

nsunduualiinsauaatsundululiua

China's Monetary Policy Stance

Monetary policy: Interest rates

I T

2025 Moderately loose

2011-2024 Prudent

Nov. 2008-2010 Moderately loose

Jan. 2008-Nov. 2008 Tight
1998-2007 Prudent
1993-1997 Moderately tight

! President Xi Jinping’s decision-making Politburo vowed to

H embrace a “moderately loose” monetary policy in 2025,

i signaling more rate cuts ahead and shifting from a “prudent”

| strategy that’s been held for nearly 14 years. |

% —1YLPR
5Y LPR
OMO 7-day reverse repo rate

N W Ao

1 1 Interest rates are likely to trend down with expected
40bps policy rate cuts and 50-100bps RRR cuts.

0+ T !
2019 2020 2021 2022 2023 2024 2025
Required Reserve Ratio
% ——Large Depository Institution
Medium Depository Institution
Small Depository Institution
14
12
10
BT T
6
4+ T T T T T T 1
2019 2020 2021 2022 2023 2024 2025

17'1'3.1’1: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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GDP Deflator Consumer prices index vs. producer prices index
%YoY %YoY
—cCPI PPI
10 1 15 -
8 4
10
6 4
5
‘ China is
4 A | ‘ ‘ ‘ experiencing
Ml 1 Ml | its longest VA%
streak of 0 4+—— Ajﬁv——w&v—
2 deflation this
‘ | ” ” ‘ | "
0 1 |H|I| ||‘ | || i f -5 1
. H o ' i '§||||||‘;
2 - -10
2003 2006 2009 2012 2015 2018 2021 2024 2019 2020 2021 2022 2023 2024 2025

! Weak domestic demand, low business and consumer
E expectations, and excess capacity in the industrial sector
! are hindering the PBOC’s reflation efforts.

ﬁu’r: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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wisngnadiulud 2025 fuulinemedsaios :nuse
wiyuzasavseanelulssing
wswgRadiuludmhunimenoilddoiios 90
Lmaﬁuauummqﬂmﬁmﬂumzmﬂ (Domestic Demand)
TasawzmsuslnamansiZoudicefivnlimees mu
FemeaaeeuLazmINiuiade (Real Wage) fsuunliy
Ysuiiindu M0 [ANAUINIINNIATNITDDINIASY

msugﬁorg’f!u‘lu‘ﬂ 2025 nusltuvengmolaioliioo rmumsﬁuﬁouooqdaoﬁmduUszlnn Ingioun:
msusinamaasaiSou TnamsidiuduvovAdvnazmwnniosvoludodasArynsoaaiuayumsusinn -
govrgJu uonmind Puilloludrthidnusltunsvions:AauithAmavovsimsnawigiu (BoJ) Al 2% Tnoehw
godiu Inaisimnd1 Bod GnusliuusudusmsimoniDaulanaoehvroailurosalU Ua: 2 ASvgs:au 1% Tu B
manme 5o0UangUouus:iruRth oghwlsfimu AoWIFaomindodamauon InglaunsulanamEhithuovansg« Sou ik
foaowlunduouminmsidovludssinfnasulauniagvovsgnagoaviduls:iAunnovdumoswinadn 1tovon

uanandl maasyuzavmagsiadensiiulylufiemaniy
sudunananiiilsnagsia (Corporate Profit) uazAa
Lﬁaﬁummmﬂﬁjﬁa (Business Sentiment) fasAauAINN
devmsasuiidagluszivd dumsadseanduunliiuyy
Windu auguasdvasiudlunguisfinoudnine i
uwivunds nudsiassgialandefiiameensilddaidio

wrumwi 63: iAsegiadiulull 2025 fuwilinvenedisaiiios

GDP: contribution to growth 1\ 2\

Factors affecting Japan’s GDP growth in 2025

ppt (QoQ, SA) Others
Imports

2 A Exports r2
Private Non-residential Investment

mmmmm Govemment Final Consumption

mmmmm Private Final Consumption

=O==GDP Growth (QoQ, SA)

P GDP Growth (RHS)

Bloomberg Consensus

at 1.2% (2025F) r

Bloomberg Consensus
at -0.2% (2024F)

1Q24 2Q24 3Q24 4Q24F 1Q25F 2Q25F 3Q25F 4Q25F

Trend in
2025

+

Supporting factors

* Improvements in real wages

* The effects of an increase in
the income tax threshold
(which is being discussed by
the ruling coalition and DPP)

Consumption

* Continued high levels of
corporate profits and positive
business sentiment

* Steady capital investment will
continue as sustained
investment demand
strengthens domestic
manufacturing bases

CAPEX

* Japan's auto production
normalizes, and
semiconductor-related exports
will remain firm amid a soft
landing by the US economy
and continued moderate
growth in the global economy

+

Export

Note: 1\ Consensus as of 11 Dec. 2\ The figure shows preliminary data.
1R Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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vsnmilamBuidaliuddsessisy wazmsuaniSulvdtudssansusslidas

Economic package (Cabinet approved on 22 Nov)

Fiscal
Total Size 1sea

(JPY, trn)

Spending
(JPY, trn)

higher costs to prices, with a view to provide higher wages)

Support for economic * Fund transfer to revitalize regional economies (i.e. expand value-added in
growth in Japan and 19.1 104 agriculture and tourism industries)
regional areas * Promote Japan as a center of investment and asset management (i.e, expand
domestic investment, support Al and semiconductors, and support start-ups
that drive innovation)
* Cash benefits to low-income households (30,000 JPY per household,
Measures to address 127 16 additional 20,000 JPY per child)

Inflation

Extension of subsidies for electricity and gas bills to Jan-Mar 2025

= Extension of subsidies for gasoline

Measures to ensure
the safety and 7.2 6.9
security of citizens

= Natural disaster recovery, disaster prevention, and strengthening of
infrastructure (i.e. equip disaster evacuation facilities)

* Support for childcare, crime prevention (e.g. improve work environment and
higher wages for nursery teachers)

‘ﬁ.JJ‘): Cabinet Office, Goldman Sachs, Reuters, TISCO Economic Strategy Unit (TISCO ESU)

uwuMwil 65: ulpneiuawnaeinaldausidasfanmsesdinauindatasygiadiy

Proposal of Democratic Party for the People (DPP)

GDP-boosting effect of permanent tax cuts

DPP Proposal

Possible agreement

* Raisethe taxable | ¢ Raise the taxable
DPP . .

income threshold income threshold

Proposal g .

from ¥1.03 million from ¥1.03 million

to ¥1.78 million to ¥1.30 million

Equivalent | ¢ ¥7-8 trillion annual | * ¥3 trillion annual
to permanent tax cut permanent tax cut

Percentage point

mFY2025 GDP forecast

Potential boost from tax cut

a ¥3 tmn tax cut a ¥7-8tm tax cut

i%: Bloomberg, Goldman Sachs, TISCO Economic Strategy Unit (TISCO ESU)
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Tinagluszdudin

Japan’s main export destinations

Impact of US tariffs on Japanese economy

% of total exports

N

=US
China
South Korea

N

= Hong kong
= Thailand
19

= Germany
Japan’s exports by category
% of total exports

Vehicles
= Machinery

= Electrical/Electr
onic equipment
= Commodities

Optical/Medical
apparatus

* Relative price competitiveness
across countries exporting to the US
will not change

* 10% universal tariff would reduce US
GDP by <0.5pp

* The impact on Japan’s GDP would be
limited to <0.1pp

10% across-the-
board tariff
oh all US imports

« Limited knock-on effects for Japan’s
economy (<0.1pp)

Tariffs on Chinese
exports to the US

Tariffs focused on
the Japanese
auto industry

* 10% tariff would reduce Japan’s auto
exports to the US by about 10%,
lowering GDP by around 0.1-0.2pp

AN Trading Economics, Goldman Sachs, TISCO Economic Strategy Unit (TISCO ESU)
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2025 Key events 1\

Mid Mar
Announcement of S,
1% Shunto wage '%\ 31 Jul
agreement by 2, BoJ meeting & Outlook
Rengo Jul report
24 Jan 1 May Announcement of final data 30 Oct

BoJ meeting & BoJ meeting & collection of Shunto wage BoJ meeting &
Outlook report Outlook report agreement by Rengo Outlook report

19 Mar

BoJ meeting

17 Jun

BoJ meeting

19 Sep 19 Dec

BoJ meeting BoJ meeting

Mid-Jan 28 Jul

Ordinary Diet Session Begins Te.rms of Upper House
Parliament Members ends

Note: 1\ Timeline of Shunto wage agreement is considered from 2024 timeline.
#1%1: Bank of Japan, Rengo, Goldman Sachs, Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)

WHUNWT 68: ANS19WUFIU (Base Wage) poswilne1u (Full-time workers) uUSuiiingiudaiiiasiu

Teuyssanauil

Wage growth Shunto wage negotiations
[ % i — '
:-ZY_OY Average cash eamings o mmmm Final result Rengo's average demand

Base wage (Full-time workers)

N Nt
Av 4
/\M’I I

2000 2003 2006 2008 2012 2015 2018 2021 2024

Labor shortage: Employment Conditions

DI ("excessive" - "insufficient")
==| arge Enterprises
Medium-sized Enterprises
Small Enterprises

3]
2019 2020 2021 2022 2023 2024 0 V\

1 1
| Base wage increase in 2025 is expected to reached 3%YoY, 1 40
! a level that the BoJ considers consistent with sustainable ! l’
i . . ! Labor shortage
' inflation. !
| e el H -60
2020 2021 2022 2023 2024

ﬁw’l: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Japan’s real wage growth Real private consumption and real disposable income
%YoY (Annualized, JPY trn) Forasast
345
4 v >
335
3 325 e Private consumption

315 Real disposable income

2 A 305

~

295

265
-1 4 V 2000 2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022 2024 2026

Elasticity of consumption to wages
%

0.8
-4 1 0.6
5 J 04 _
Jan-20  Oct-20 Jul-21  Apr-22 Jan-23 Oct-23  Jul-24 02 -
0+ T

Basic wage Overtime wage + bonuses

i"'l'u’i: Bloomberg, Deutsche Securities, Goldman Sachs, TISCO Economic Strategy Unit (TISCO ESU)
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Japan’s inflation: Consumer price index Service prices
%YoY %YoY
’ ——CPI Ex. Fresh Food 4 - ——PPI Service prices CPI Service prices
5 CPI Ex. Fresh Food & Energy 34
2 4
44 1 4
0 -
;| N o
/\ i ...with services prices to
o L NI e -2 A continue to rise steadily
Inflation could stabilize -3 -
1 around 2% in 2025... 2019 2020 2021 2022 2023 2024

04 - Outlook for price levels one year from now: BolJ survey
0
1 / K "2024 2023

Will go up significantly |Fe——

2
2019 2020 2021 2022 2023 2024 2025 Will go up slightly

Will be unchanged [

Will go down slightly [

Will go down significantly
0 20 40 60

is: Bloomberg, Bod, TISCO Economic Strategy Unit (TISCO ESU)
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Forecast of BoJ’s rate hikes

Uncertainties around the BolJ’s rate hikes

%

125
1
0.75
05
0.25
0+

3Q24 4Q24 1Q25 2Q25 3Q25 4Q25 1Q26

Japan Economic Forecasts: Bloomberg survey

Median forecast

BoJ Target Rate (YE2025) 0.75%

10-year JGB yield (YE2025) 1.4%

USDJPY (YE2025) 145

Terminal rate 1.00%

Factors Consequences

Greater downside risk for the
Japanese economy, raising
obstacles to the Bol’s plan to hike
rates

Heightened tariff
policy under Trump
administration

Higher terminal rate in the Bol’s
rate-hike cycle or a faster hike in
policy rates if an active fiscal

More aggressive
£g policy leads to higher JGB

fiscal polic
e issuance and BolJ increases its
purchasing which would heighten
the downward pressure on JPY
Instability in

oe A delay in the Bol’s rate hikes
Japanese politics

AN Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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wHUMWA 72: AaLazAsegie (ull 2024 YSudRzuluzleaIendsaal

Key economic indicators heat map 1\

Indicators 2023

Ci C Confi : Current (Index)
Consumer Confidence: Outlook (Index)
Business Confidence: Current (Index)
Business Confidence: Outlook (Index)
C i Private C ion Index (%YoY)
Farm Income Index (%YoY)
Unemployment Rate (%)

Insured Persons: Article 33 (%YoY)
Utilisation in Case of Unemployment: Article 33 (%YoY)|
Investment  |Private Investment Index (%YoY)
Capacity Utilization (%)

Trade Export; f.0.b. (%YoY)

Import; f.0.b. (%YoY)

Supply Agricultural Production Index (%YoY)
Manufacturing Production Index (%YoY)
Service Production Index (%YoY)
Inflation Producer Price Index (%YoY) | | |

Headline Inflation (%YoY) I HEE HEN
Core Inflation (%YoY) D].....ﬁ

Dubai Crude Oil Price (%YoY)

Interest Rate |Policy Rate (%)
MLR: 5 Major Banks (%) | ]
FX USDITHB (%YoY) |

Note: 1\ Higher numbers should be taken as positive (green), except for unemployment rate,
utilization in case of unemployment: article 33, inflation indicators, interest rate and USD/THB.
AN1: Bloomberg, BoT, CEIC, MoC, TISCO Economic Strategy Unit (TISCO ESU)
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'ﬁlu"l: TISCO Economic Strategy Unit (TISCO ESU)
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wwun Wi 74: agslsina mesidszanamsaliasegislnefiaudseiildalynediuaian

waeilade

Actual and projected contribution to GDP growth 1\

Economic activity across sectors 2\

%Contribution to GDP growth
12.0

10.0
8.0
6.0
4.0
20
0.0

-2.0

-40

-6.0

-8.0

1H24
Private investment

2H24F 1H25F 2H25F
Public investment
Public consumption

Private consumption

Import of goods & services
— mmm  Export of services
mmm  Export of goods =O==Gross domestic product (CVM)

Index sa (2021 = 100)
130 7

120 4

110 1

100 | ©

90 1

Electronics + Auto-related

80

70 T T T T T

2021 Q2-22 Q4-22 Q2-23 Q4-23 Q2-24

Note: 1\ %Contribution to GDP growth in chart does not include inventories, residuals and Statistic
discrepancies, 2\ Tourism-related and Other Services & Ulilities uses VAT per company as a proxy
(Ex. Manufacturing of Beverages, Government services and lotto. Real Estate & Construction-related
uses VAT on average sales across companies within construction sector. Agriculture uses agricultural
production index as a proxy. China-flooding / Electronics / Auto-related / Other Manufacturing & Mining
uses manufacturing production index (MPI) as a proxy; BoT calculations.

is: OIE, OAE, BoT calculations, NESDC, TISCO Economic Strategy Unit (TISCO ESU)
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anuilinduseeiivie Taslugae 3 Tnsinausnaed) 2024
Iafimssanimssiadudv 2,072 Tasems sasduyading
6.7 WAURULM (vs. 3.4 wauauum Tuzv 3 Insunawsn
09T 2023 LAy 4.9 uaudum e 2023) Bnviediogeni
anadnlugied 2019-2023 7 4.3 uaudwum thlay
gasvinssuLAseelF Wi uazdidnnsaiing 2.5 uausuum
(vs. 1.3 wauaum 3 Insnausniiow) uazgasunsaw
UBUALAZBUE I 5.4 MiEILM (vs. 3.3 viRuEE LM
3 [asunausntliaw)

agnlsfiony Uszmalneidvgaidadnanmlums
fegaiiaduamulasnsennsnintiesioiiion azifou
NNYAMMIRMUIMIATINNFTAsevlssmalneiianay
NniiniifdnausT 1.8% 299 GDP Tugaedl 2014-2019
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wwun i 75: Windumsasmulasasenndwyssinaiidadiuanasaniiia 1.8% a9 GDP Tugiaedl

2014-2019 wdaLie 1.2% 289 GDP luaeil 2019-2023

Foreign direct investment, net inflows (values) Foreign direct investment, net inflows (% of GDP)
USD,bn === Thailand (Actual) Thailand (Avg) % of GDP
2007 e Viet Nam (Avg) Malaysia (Avg) 5.0 q v a8 ©2014-2018  ©2019-2023
18 Indonesia (Avg) 45 ° 4:5
16 401
35
14 ® 32
3.0 1 @ 3,02014-2018 Global Average (2.7%)
12 o
. L2,
2041 ¢ 20 . ,
.28 N
8 154 o 1.4 ‘ 2019-2023 " Global "Avérage (1.6%)
° 12 o
6 1.0 q ° e
4 0.5 A °
5 0.0 : : .
O & L P e @RS
2014-2018 Average 2019-2023 Average RO R A P SAe R S
& ENIR NG \obo N &
2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 Q/\;‘Z ©

Note: EAP (ex. HIC) = East Asia & Pacific (excluding high income), UMIC = Upper middle income.
i371: WDI, TISCO Economic Strategy Unit (TISCO ESU)

WHUAWA 76: adrelsianlud 2025F LﬁﬂLGumiqulu'[mﬂmsoﬂm‘iwzﬂuﬁ'ﬁuazﬁaumnﬁ"aLammi

sannsaadNmMsasnuiigegalusey 10 I

BOI’s investment promotion certificate issuance

THB,bn
800 -

u Electronics and electrical appliances u Automotive, machinery and parts
700 A 672

mAgro- industry and related businesses = Digital e
600 Others o Total

491
500 465 a
431 °
o 403

400 - 358 L

L ]
300 A
200 -
100 ] - . -
2019 2020 2021 2022 2023 9M2024

Note: Others investment mostly contributed by High value service, Utility, and Metal and material.
131 BOI, TISCO Economic Strategy Unit (TISCO ESU)
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Upcoming mega projects

Potential projects

n —
Land Bridge w

,\"’:-

e Purpose: Develop the southern economy, connect transportation
between the Gulf of Thailand and the Andaman Sea

¢ Cost: ~1,000,000 THB,mn (5.8% of GDP)

¢ Purpose: Attract foreign investment, raise income from tourism,
and increase government income through taxes and fees.

e Cost: ~300,000-500,000 THB,mn (1.7%-2.4% of GDP)

Pearl Necklace Project m

e Purpose: Obtain land and reduce congestion in Bangkok and
prevent flooding in Bangkok and its vicinity.

e Cost: ~400,000 THB,mn (2.3% of GDP)

Entertainment
Complexes

High-Speed

Corridor Length

Cost Status

Under construction
"could be in
service by 2028"

Northeastern
HSR Phase 1
(2026)

250.8km  179,412THB,mn

Eastern HSR

Phase1(2027) 220Kkm

224,544THB,mn Site preparation

Northeastern
HSR Phase 2
(2029)

Will be presented
to the cabinet for
approval

356.01km 226,340 THB,mn

Northern HSR

Phase1(2032) -o0KM

212,892THB,mn Planning stage

Southern HSR

Phase1 (2032) 2'1km

100,125THB,mn  Planning stage

Northern HSR

Phase2(2037) 2o8Km

232,411THB,mn Planning stage

Southern HSR

Phase2(2037) o°KM

432,329THB,mn  Planning stage

Eastern HSR

Phase2(2037) 190km

159,111 THB,mn Planning stage

Note: Costs of upcoming projects are estimated, % of GDP calculated by 2023 GDP
#i31: Local press, TISCO Economic Strategy Unit (TISCO ESU)

Sanmiyadiia (VAT) zasineagluszdudniiaiisy
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mMaLAsegialnaLABeiY

Uszinalnodafiuniyaeuin (VAT) Teifies 3.7%
989 GDP snufiaifisuiuiadsvevdszmaifiaurind
4.2% 999 GDP wazuszmaiiilaseanlngifseiulny (gu
3 Fueuw wange) 7l 6.8% 189 GDP uasdszmalungy
swldnanseaugs @ 6.1% va9 GDP Feanimanilsanann
fvuadanmEyaminfisneads Taalnedafuns
yariniisnm 7% Semnniaiedssesnguyssmasala
thunasABugeiiszit 15% uaznguuszmeale fuuydin
(eniudszinane [dge) i 11% mBesnninyssmaii
wssgRauenszuuzAlran ennussma (gu Suiun
95138 [13158)

TaevnndemaunmaUsziiugasinasian (World Bank)
Useimalnefirssgiasusnszuulvna)ifududy 8 vevlanide
WisuAurunalaTsgia SeAnLudaaiundt 45% o9 GDP
waztdusavisvdssmadniiun (1), 2958y (2), [WdSe
(3), Twade (4), Mannan (5), 4LATU (6) UAZNIUBY
(7) Tawmsfiesughauanszuurnalnamansdensiigh
sansafuminelflasaseiussfsusnszunmandld dadu
mMstusamd VAT duiflunmsdafiundanndunedis
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LHUNWA 78: ﬂixmﬂlwﬂ%’mﬁnmﬁgaduﬁu (VAT) Téwiee 3.7% 289 GDP sninsiawisuiual

asTasUsEIAlnaLALe

Government finance Tax revenue to GDP, by type
% of GDP % of GDP
25 Balance (RHS) - e 8.0 _
Average 2017- Thailand Regional Structural
e Expense 70 2019, % of GDP atlan peers peers

20

-6.0

Total Taxes 16.3%

-5.0

15 Individuals
40 59 43[40 Corporations
10 -3.6 -38 iy
-33 -3.0 Property
-3.0
-2.8 27
-2.0
54-20 -20 )
Excises
-1.0
International
trade
0 0.0

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024

Note: Structural peers, including Belarus, China, Vietnam
#%1: Fiscal Policy Office, World bank, ICTD 2021, TISCO Economic Strategy Unit (TISCO ESU)
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15% wasnanussinAaBauddin (eniudssnanaldge) i 11%

Informal output (2020) VAT rate
% of GDP %
70 30 - e |nformal sector larger than Thailand
= Middle Income s Middle Income
60 High Income 25 4 High Income
P
S0 :45:
T H 20 A
40
30 15 4
20 10 A oo
10 I 5 J
0 :
EREED cds 5 GCC5CThE oML ET L .
TooooUT P>V T OVOIN O XT T O0OQTTTNTU 5 ECT AT
2 2§52 EESETECT S T2228x2238c232808832dEG 288!
H %%%%%%-8&58» 0o X2BXECOQT 283 58EEOESD82 % gzg_ggg[ggnmgﬂ:
8 RSB 5ESx28 28005256 8ED ¢ LOCO5F OEQZRB—-9®8O552c® S5 9%
8 SOE20c o8y 2858 85°3¢g"¢8 GESZEW 5H0 =20 L29Tas  NZZ
E :":mgmﬁgoﬁd §E& E%o 2 D o & 33£§g> 5 iFi
P UE g E3" 2 8 oa g B Reesd
b 12}

The VAT rate in Thailand is notably lower than the UMICs average of 15 percent and the EAP average of 11 percent. In 2021, Royal Decree No. 724 was
published in the Thai Official Gazette, extending the reduced 7 percent VAT rate for an additional two years, up to 2023. The cabinet holds the authority

to approve annual extensions of this reduced rate.

Note: Dynamic General Equilibrium (DGE) model-based estimates of informal output
is: Elgin, C., M. A. Kose, F. Ohnsorge, and S. Yu. 2021. “Understanding
Informality.” CERP Discussion Paper 16497, Centre for Economic Policy Research,
London. , World bank 2023, PWC, TISCO Economic Strategy Unit (TISCO ESU)
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n 7% Ju 10% [daadnazvildsiselfddguie

VAT revenue

How it could be utilized

THB,trn
1,600 1

1,400 VAT 7% ®lIncremental if VAT 10% Total

1,200 A

1,000 A

800 A

600 -

930 947

793

914

400 4 793 800

742 745

200 A

1,463

1,426 2 High-speed

1,389 Jh-
rail lines

—

3 MRT
Orange Line

972 998 1,024

320 Medium-
size hospitals

0

2016 2017 2018 2019 2020 2021 2022 2023

2024F 2025F 2026F

ﬁu'): Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Domestic auto sales (Jan-Oct)

Secondhand price

Thousand units
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is: FTI, AUCT, BOT, Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Household debt Special-Mentioned Loans
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i'f:.l’l: CEIC, TISCO Economic Strategy Unit (TISCO ESU)
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‘ﬁﬂ"l: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Domestic auto production (Jan-Oct)

Auto export market landscape
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ﬁw’l: FTI, Trademap, TISCO Economic Strategy Unit (TISCO ESU)
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Policy rate outlook

Statements of the MPC members
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Sethaput Suthiwartnarueput,
Governor at The 2024 Annual Meetings
of IMF and WBG (22 Oct)

“Given that we justrecalibrated, | think the bar for
taking further rate moves has to be reasonably
high

Piti Disyatat, Deputy Governor
Monetary Stability at Monetary Policy
Forum 3/2024 (30 Oct)

“Monetary policy can only provide the monetary
preconditions for sustainable growth but cannot
itself be the engine of growth”.

17'1.:.1‘1: Bloomberg, TISCO Economic Strategy Unit (TISCO ESU)
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Thailand's Trade Balance with the US and China

Max Trump trade policy growth impact
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is: Bloomberg, DB Research, TISCO Economic Strategy Unit (TISCO ESU)
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f'fm: CEIC, IMF, TISCO Economic Strategy Unit (TISCO ESU)
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