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Beacon Economics

Economic research firm founded in 2006 with a
commitment to letting the data determine the answer.

Today’s Presentation

» What we think is happening in our economy (our
social narrative or “lived experience”)

» What is actually happening in our economy (our
objective statistical reality)

> It is the combination of the two that drives the
forecast: Narratives drive choices, while economics
determines outcomes.

Good choices and smart policies start
with the correct narrative.
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The Current Narrative
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Recent Forecast Narratives

“The only function of election polling
Is to make economic forecasting look
respectable.”

~-Christopher Thornberg




Risks are rising—but not for the reasons you may think...
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Growth Solid Coming Into 2025 4V A==

Real GDP ¢
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2018Q1
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Evolution of Atlanta Fed GDPNow real GDP estimate for 2025: Q2

Quarterly percent change (SAAR) Q1
2.80 -0.20
Atlanta Fed 3.1 2.06

GDPNow estimate

1.87 0.80
0.25 -0.29
— 0.27 0.30
1.35 0.79
0.66 1.34
\ | 0.11 -0.04
0.17 1.16
Blue Chip consensus = 0.21 0.25
| 0.17  -0.02
Range of top 10 ggg igg

and bottom 10 M B
average forecasts 0.36 0.26
-0.73  -5.16
0.58 -0.12
27-Mar  4-Apr  12-Apr 20-Apr 28-Apr 6-May 14-May 22-May 30-May 0.16 -0.30
0.41 0.18
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Consumers: Still Having Fun!

Real Travel S :
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Vehicle Sales Up, Quality Still Up .Il_

Average Vehicle Price

US Auto and Light Truck Sales

(Millions, SAAR) (Inflation Adjusted)
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Where Is the money going?

2 Year Growth Nominal Consumer Spending (to April 2025)

High Growth Medium Growth Low Growth

Spectator sports 23.1% Personal care serv 14.2% Non-prescript drugs 8.6%
Foreign travel 22.7% Childcare 14.0% Food for off-premises 6.6%
Live entertainment 19.7% Dental services 13.6% Furniture furnishings 5.6%
Air transportation 19.4% Purchased meals 13.4% Alcoholic beverages 5.4%
Nursing homes 18.8% Information pro eq 12.7% Higher education 3.7%
Membership clubs 16.9% Rental Housing 11.5% Hotels and motels 1.5%
Prescription drugs 16.9% Household utilities 10.7% Motor vehicle fuels -13.0%
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Broad Based Consumption Gains

Growth in Household Consumption US Poverty Rates (Official and
Expenditures 18-23 CBO Adjusted)
Annual Gr 18-23 16.0 e . Poverty Rate Based
2023 rio- 140 1\ 4 “ on Gross Income’
o 12.0
Bottom 20% $33,776 27.9%
10.0
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8.0 Poverty After
40-60% $65,487 26.6% 6.0 Accounting for
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Credit Card / Auto Loan Issues Not Systemic
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Little topline household distress
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US Labor Markets: Still Tight

US Payroll Employment US Unemployment Rate US Job Openings Rate
(Millions) (%) (% of Employment)
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Real Wages Up

YoY Growth Real Hourly Wages

10 Year Real Growth
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Median earnings

Median earnings full-time

Median by Education (Age 25+)

Less than high school

High school grad

Some college / associate

Bachelor's degree

Graduate / professional

Male
$51,391
6.2%
$63,975
4.57%

$36,740
6.70%
$45,709
5.08%
$54,496
2.36%
$81,218
3.49%

$104,054

-3.04%

Female
$38,649
9.3%
$52,370
5.39%

$24,766
13.68%
$31,508
7.03%
$38,541
5.62%
$57,055
4.71%
$74,815
3.01%



Wholesale Trade Industry

All Employees, Merchant Job Opening Rate Labor Costs
Wholesalers, Durables 000s 8.0 $1.,300 8.0%
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Business Investment

24Q 2YrGr
Private fixed investment 4265.9 6.9%
Manufacturing 149.2 57.4%
Transportation equipment 309.1 21.3%
Power and communication 127.7 15.5%
Software 7746 10.3%
Residential Structures 778.5 5.2%
Research and development 661.2 5.1%
Information processing eq 523.3 5.0%
Industrial equipment 261.1 2.5%
Entertainment, literary 91.8 -0.6%
Commercial and health care 169 -7.3%
Mining, shafts, Wells 1049 -9.3%

Corporate Profits After Tax (Real,
$Billions SAAR)
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Non-Residential Construction

U.S. Non-Residential Construction
Spending

$1,400 Nonresidential 1,247.8 46.0
$1,200 Manufacturing 232.2 0.3 212.5
Power 152.0 4.1 27.8
—.$1,000 Highway and Street 1473 05 452
(% $800 Educational 135.6 6.6 20.1
> Commercial 122.6 3.6 346
S $600 Office 104.1 39 143
0 $400 Transportation 71.1 70 197
Health Care 69.4 2.8 46.2
$200 Sewage and Waste Disposal 49.3 8.9 83.7
Amusement and Recreation 42.7 11.4 53.0
$0 L~ 9 = ® LN~ O T QW Water Su.pply./ 34.3 6.9 79.9
Lol L 0 0 Communication 28.6 1.7 19.9
T 2 2 £ 2 &2 T I 2 2 Lodging 230 -06 -225
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A rate shocked existing home market

Existing Home Sales

30 Year FR Mortgage

U.S. Median Home Price

SAAR (NAR) Rate 500,000
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Supply, Supply, Supply...

Existing Homes for Housing Vacancy Rate Housing Starts
Sale (NAR) 70 (HVS) 2500
3500 3.5 12.0
3000 >0 10.0 2000
2.5
8.0
2500 20 1500
2000 15 o0
1000
4.0
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Inflation Subdued, Rates Steadied .-ll__

YoY Growth Consumer Prices (PCE) Weekly Interest Rates
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Banking: Moving to Normalcy

2022-23 2023-24  2024-25 Net Share Banks
Bank credit 6.0% -0.8% 3.7% Tightening Standards for
Small C&l
Securities -4.7% -6.8% 4.9% 80.0
Treasury -6.8% -5.7% 7.7%
C&l 13.4% -2.3% 1.5% 60.0
HELOC 3.3% -0.3% 3.5% 400
Mortgages 10.7% 3.9% 1.9% '
Construction 17.1% 6.5% -2.6% 20.0
Multi-Family 26.3% 2.2% 3.7%
Commercial 8.8% 2.6% 1.5% 0.0
Credit Cards 17.3% 9.0% 49%  -20.0
Autos 1.3% -3.9% -2.1% 400
| g5 gCe¥eRe oo
Deposits -1.6% -1.8% 3.2% C B8 S 5EEBS5C8S
_ Borrowings 16.3% 26.9% -10.3% SO0OS5<80>5<80 "
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Senior Loan Officer Opinion Survey

Net % Tightening Standards for

o : -
Mortgage Loans Net % Tightening Standards for

Construction and Land

80 Development Loans
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The national mood?
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Globally, most think children will be
worse off financially than their parents

% who say that when children in their country grow up,
they will be ___ financially than their parents

Worse off Better off
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Beware the Narrative

Social Narratives Economic Reality
i—,,,,_

“It isn't what we don't know that
gives us trouble, it's what we know

that ain't so.”
- Will Rogers



https://www.goodreads.com/work/quotes/69103669

The Pandemic “Depression”?

Pandemics do not cause YOY Changes in Real Consumer
depressions. Spending and Price Changes (%)
« Lost Output during Pandemic:; $850  16.0 Stimulus / 8.0
Billion 120 Vaccine 7.0
« Stimulus deployed: $6 trillion - Bounce | Inflation & 6.0
- Efforts supported by $5 trillion in QE | Pandemic 5.0
4.0 Implosion 4.0
. . g ‘___ 3.0
The Stimulus Multiplier 0.0 50
e |nitial stimulus $50k per household -4.0 Getting Back
: : to Normal
« Asset prices: $200K more in net 8.0 0.0
worth S22 I VIJIINA AN
« 26% increase in average net worth & 5 é z c% R § g’ S ‘;’ <§(’s’ kS
B Real Consumer Spending —Inflation
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Satellite imagery shows the scale of the
traffic congestion at the ports of Los

Real Trade FI Angeles

L s of Real
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Supply Chains and Wholesale

Real Private Inventories:

Real Value Add of

Global Supply Chain

Wholesale Trade Durable

Wholesale Trade

Pressure Index
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The US Fastener Production Industry

Prices: Metal Products, inc
Fasteners

US Production Metal Products, inc

Fasteners
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The Industrial Space Overshoot...

US Warehouse Space

Asking Rent PSF
Warehouse Space

U.S. Warehouse

Completions
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Excess Money + Demand = Inflation

Money and Prices

20.0% o 45.0%
18.0% sl )%
16.0% Business / Economy I 2%
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Who should Trump thank for s s
his big election sweep?




How do narratives go astray?

Figure 7. Assessment of own financial well-being, local economy, and national economy (by year)

Percent
../’;\'—

18
2017 2018 2019 2020 2021 2022 2023 2024
o Own finances Local economy National economy
(doing okay or living comfortably) (] (good or excellent) . (good or excellent)

Note: Among all adults. For each series, the responses presented represent the most favorable two outcomes on a
four-point scale.
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How About Gen-Z?

NO MERCY/NO MALICE Why the “social contract” has
been broken:

War on the Young » Today’s 25-year-olds make
less than their parents and
@ e grandparents did at the same
age
* They carry student debt loads
unimaginable to earlier
DO WE generations
LOVE OUR * Housing costs have outpaced
CHILDREN? them



What about Gen Z’s income & wealth?

Real Median Income Real Median Net Home Ownership
25-34 Years Worth $000's Rates
$55,000 $140 70.0
$50,000 $120 2:8
45,000 '
° $100 64.0
$40,000 550 5.0
$35,000 60.0
$30,000 $60 58.0
$25.000 $40 56.0
$20,000 $20 >4.0
. 52.0
15,000
ogegogrowng W o 00 o v
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. —males —females —Less than 35 —35-44 —Overall —35-44
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Other Quality of Life Metrics

Life Exp¢ JS™

The.Anxious

Self-Harm

Soes 10-16 | Generation

500 How the Great Réwiring of
Childhoodds:Cdusing an Epidemic

o B, of Mental lllness

250

1992 202 JonClthCIn HCIIdt -j_ 2022

- Coauthor of The Coddling of the American Mind
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Labor Supply Issues

Figure 8: Increase in Average Annual Growth Rate With Estimated Policy Shifts
2

Policy Change Boostin Annual Growth  Estimated

ipration reform to increase number of workers

2 Reform the income tax code US%-U.3% JCT, Treasury

1 Increase the Social Security retirement ages by two years 015% CBO [ S«ﬁ
Reduce deficits by $4 trillion over ten years 0.1% ceo '} L

1 Expand energy production at level of shale boom* 0.09% CBO :f“_ '] ti

! Repeal the Affordable Care Act ("Obamacare’) 0.08% CBO J MJ

1 Ratify the Trans-Pacific Partnership 0.01% usnme -
Increase public investment ininfrastructure, education, and research by $400 0-0.01% CBO S % %
billion P =
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Regional
Job
Growth

M

Change in nonfarm employment by state, December 2023 to December 2024, seasonally

adjusted

. 2.0% and above
B 1.6% to 1.9%

| 1.3%to 1.5% -
Hover over a state to see data. | |0.9%to 1.2%

Hover over legend items to see states in a category. |:| 0.8% and below

Source: U.S. Bureau of Labor Statistics.




Regional Growth Differences?

Housing Permits by State

Index of Employment

1o 30000
120 25000 A
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115 20( .
110 Change Labor Force 2020 to 2025
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Migration and the US Labor Force

Accumu'atinn nflIQ I ahar FArera _202.3 Ff)(r)ezlgn
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Which is the bigger issue?

Total Removal by Fiscal Year

FY 2001 mamasaas

FY 2002 s

FY 2003 s
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FY 2018 M
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140

Immigration and Labor Force
Levels (Millions workers)

2005
2008

~TITNOMNOOANDO—INOM
T AN AN ANANOOOS T I O W
ecoNoloNololoNeoNoNoNoloNoNoNe,
NANANANANNNANNANNNANANAN
—Low Immgration Labor Force

—High Immigration Labor Force



North / mﬂgzggkl'rends

L TACO TRADE

rice Indexes

/’

'VI|| go into
==

‘~§;~{,‘ . tariffs will
i\ (tantially;
.’i"-,’;"?f;%»;"' }ii al U-tum -~

N> o o Qo L b
G ’w,

CN\N Business

Trump anr
pause on
with exce|

XYEF

By Elisabeth Buchwald and

@ 7 minute read - Updatec
——- @ 8 minute!

95
90
FFFFXK f

a0

Canada —| [ARAERSRKERGET K i A . f,-_,,x | april 23, 2025




How is Manufacturing Doing?

US Real Value Added I

2500 Real Gross domestic product 23542.3 22.0%
2400 ) Manufacturing Real Value Added 2406.8 17.8%
A Primary metals 108.5 67.4%

2300 gV Chemical products 498.7 45.9%
2200 LA Petroleum and coal products 1371 43.1%
2100 " Motor vehicles, bodies 212 37.9%
Computer and electronic products 2915 20.2%

2000 Other transportation equipment 169 16.0%
1900 Food and beverage 2899 12.1%
1800 Wood products 39.9 11.8%
Machinery 140 2.9%

1700 Paper products 55 -6.3%
1600 Nonmetallic mineral products 50.9 -8.3%
1500 Electrical equipment, appliances 48.9 -9.9%
R R R R R R R R Fabr!cated metal products 120.7 -12.7%
VAN IDLO~0D D = NN Plastics and rubber products 62.8 -18.4%
LY LER Furniture and related products 21.9 -24.7%
Manufacturing=——Manufacturing X Computer Printing and related support activities 30.6 -25.2%

%



How About US Manufacturing?

Manufs 1g Profits
14500 ate)
BENZINGA
14000
13500 \\ 80% Of Americans Say The
13000 i Country Would Be Better Off
12500 . With More Manufacturing Jobs
12000 i —But Only 25% Want One
11500 \ Themselves
11000
10500 . 5
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The Potential Trade Impact
The Tariff Tax: Context

Imports of goods 2024 $Billions 3261

Share Industrial equipment 2956 9.1%
Billions GDP Petroleum and products 2519 7.7%
Engines, parts, bodies 196.6 6.0%
Metals and products 137.5 4.2%
GDP $29,723 Electrical equipment 102.6 3.1%
Telecommunications eq 84.3 2.6%
Total Imports Goods $3’267 11.0% Semiconductors and related 821 2.5%
Chemicals 73.2 2.2%
~~New Tariffs $653 2.2% Civilian aircraft, engines parts 62.7 1.9%
Scientific, hospital, and medical 62.5 1.9%
Federal Deficit -$1,847 -6.2% Building materials 45.7 1.4%
Mining, and construction eq 27.3 0.8%

Personal Taxes to Feds $2,391 8.0%
Consumer goods 803.5 24.6%
Corp Taxes to Fed $490 1.6% Automotive vehicles 278.8 8.5%
Computers, peripherals, and parts 216 6.6%



Domestic Supply Chain

Intermediate
Imports Share of

Industry Intermediate Real Imports of Metals and
Outlays Products
Total 9.3% $120
Aircraft manufacturing 30.8% $100
Motor vehicle transmission & power train 27 6%
parts mfg x $80
i <
Fasteners, buttons, needles, and pins 22 7% <
mtg 2§60
Automobile and light duty motor vehicle 2
it 21.6% §
Turned product and screw, nut, and bolt 10.7% E $40
mfg 70
Wholesale - Machinery, equipment, and - 89 $20
supplies e
Machine shops 6.7% $0

N N
Wholesale - Other durable goods 5 39 6\ Qq ,'\ ,(b ,<o ,/\ ,q q, ‘f/b ‘ﬁ’
merchant wholesalers 270 oo oo

Source: IMPLAN
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The Auto Sector L —

BUSINESS

1-Year 5-Year

How automakers are responding to the ) Chg.(%) Chg. (%)

< 25% car tariffs so far 2.9 26 298
o
APRIL 5, 2025 -  AuTos 43.2
' . o 24 .4
f =~ Trump signs order easing some auto .
tariffs )
50 . PUBLISHED TUE, APR 29 2025.9:43 AM EDT | UPDATED WED. APR 30 2025.6:56 AM EDT
S Michael Wayl Home > Business
0 X aMIKEWAYLAN
St s o o Report: Only 8% of Mexican auto parts
parts & Access For Motor Venices | N@NUfacturers face new US tariffs
—N\otor Cars & Vehicles For Transpor
——Motor Vehicles For Transport Of Go MND Staff May 13, 2025 ’



150
140
130
120
110
100

90

80

Commodity Input Prices

Price Indexes (Q1 2020 = U.S. Cold I?n"”' - 1 and Global A_duminum
100) . ﬁ on forelgn stec Prices
Trump's 50% RIS © gect
ahlminum come mnto € |
including d
around the worlde pre%SSE‘&%:; ;t sends ! apd
Trading partners more steelout of the \
Mexico which buys . T mp|s
the other way al to cut 1ru
f/ US, Mexico discuss de
r say I
o ources
53355355882 steel tariffs: > @@\3\
o L £ g c‘*_) By Reuters pdated 2 days 39° $0
S S =< Lne 10, 20255:04 PM por U ® Vv P ff? ©O O O g ™
Single Family =—Consumer F ..u;o N 5’06 5’0(\ 5‘00 3’00 3’00 5’00:\ B'b«\ 5,00’% 5,00’% 5,0%
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Imports 1-Year 5-Year
Country of Origin 2024 Change Change

Fasteners Exposure?

Nominal Fastener Imports

0 $9 ($ Mil.) (%) (%)
= $8 - Total Fasteners (lron/Steel) 6,633.9 4.9 20.3
n$7 _ = Taiwan 21732 1.7 145
$6 a. 11 China 11927 106 8.1
5 — - B |
; N N = Japan 623.0 11.9 -0.2
$3 B | | Canada 408.2 1.2 31.6
$2 B Germany 388.4 3.4 6.4
$1 Korea, Republic Of 300.0 9.6 59.6
$0 Italy 259.2 14.4 80.2
OO O T AN MO OMNOOOTTANMTT )
Ss8S oSS SsssssoddddNY  Inda 237.6 18.7 63.4
N AN ANANANANANNANANANANANANANANAN
Mexico 198.4 9.5 52.8

® Nails, Tacks Etc Of Copper Etc, Screws Etc, Copper
Screws, Bolts, Nuts, Washers Etc, Iron Or Steel France 128.3 15.4 48.3

%



Fastener Exports

. Exports 1-Year 5-Year
Nominal Fastener Exports Destination Country 2024 Change Change
$7 ($ Mil.) (%) %)

Billions

on with new tariffs from % ‘ . B 1.5

S /_ 5.3

day against America's three biggest >

ade war draws swift retaliati
anada and China

ump launched a trade war
diate retaliation

Trump’s tr
Mexico, C

52 President Donald Tr -
$1 trading partners, drawing imme

$
$
@ AP News
$
$

Tues
from MeXico, Canada and... .

$0 Brazil : 19.7
DO NI LON0DO = NO Y

S5 ooooo0o00000000 Japan 1273 41.0 29.1
NANNANNNNNNNNNNNNNN

® Nails, Tacks Etc Of Copper Etc, Screws Etc, Copper Korea, Republic Of 118.5 15.8 33.9

Screws, Bolts, Nuts, Washers Etc, Iron Or Steel Singapore 117.5 28.7 13.2

%



Household Finance: Record Strong

Real Disposable Income Average Net Worth Per Household
18000 ($000s)
$1,300
17000 I $1,200 FromPre- .
$1,100 Pandemic: I
16000 + +250
$1,000 $335K, +35% | AL
15000 i $900 ol 1Y LU
$800 b AHERRRLLN LA
14000 | $700 —4HHHHHHHH
$600 ...............
13000
|||||||| HI
12000 $400
ISR I SO S S L I ST T T T T8 gday
c c c c
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Too Strong?
Household Savings Rate (% DPI)
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The Wealth / Income Mirage

Federal Deficit / % of GDP Household Savings as Household Debt as % of
14.0% % of DPI GDP
20.0% 250.0%
12.0%
15.0% .
10.0% oo 200.0%
. 0
8.0% 5 09 150.0%
6.0% ' 0.0% 100.0% A
4.0% k| o 5.0% o
2.0% | " ‘ } ‘ | 1 -10.0%
0.0%
0.0% ||‘.I |‘|||I..I‘.|I. M H ‘ |“I H -15.0% "Nw o m oo e~
V7o I | Il —ANOT— NOD T — N O 2‘32‘20&;‘;3‘;
| | gC000goCaogao £ 555555585
-2.0% 8 8 P DW= 0= 0=
BOoo~NRODDS 2 = N N —Household Liabilities
DR22222228 &K  —Household & Gov Savings Rate

® Federal Deficit as % GDP —Household Savings Rate —Household Liabilities + Federaj:
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An Over-Consumption Problem...

US Trade Deficit ($Bil, Real) US Current Account Deficit as % of
$0 GDP
. 0.00 4
N
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The Federal Deficit

D fimion moent 1ol e ‘ -

14.0%

12.0% Deficit Closing? T

10.0%

8.0% $15,500 per household per year J\‘\-"‘ v

6.0%  Higher Taxes: 8% of Household

4.0% Disposable Household Income v»-‘\

2.0% * Reduced Spending: 25% of total current g

0.0% Fed expenditures i

-2'O%ovoc ) ) _5‘%0(\"30%0
Federal Dofiitas % GDP — Unemployment Rate Current receipts—  Current expenditureszk
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Can Doge fix it? No.

FY 2024  Share of -

o Budget Function R RSy e
‘1lion to Debt,
policy Bill Could Add $2.4 Tr1
Trump’s
Congre : da would 1€
non artlsan tica enda
The analysis from the ﬂf; 't President Trump's domestic a5
. nﬂame conce
— 1otal

wrants and fixed charges $6,941.2 71.7%
Contractual services and supplies $1,145.8 11.8%

Personnel compensation & benefits $835.3 8.6%



Who is Paying the Bills?

Net Inflows of Portfolio Investment U.S. Net International Investment
($Billions, SAAR) Position $Billions
$1.400 $0
$1,200 $5.000
$1,000
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Chasing Yield, Not Value

Real Value $US (Broad Index)
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Powell’s Other Legacy; Asset Bubbles

A | P B o P L T ey

Be fearful when others are greedy, ‘?-
be greedy when others are fearful.
- Warren Buffett

105,000
12:00 AM
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The Recent Reactions to Turbulence

S&P 500 Daily Close 10 Year Treasure Rate Dollar Index
6500 (%) 130
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Where is the Fed?

The Fed IR ) Federal Funds Rate Banks Deposits and the Fed
False Narrative 19000 14000
« US inflation due to some 5 g n 17000 19000
exogenous shock
* Inflation is now being 4.00 15000 10000
driven by inflation
expectations 200 13000 8000
* Inflation is causing ' 11000 6000
substantial harm to
American households 2.00 * 9000 4000
 The Fed must fight 7000 2000
inflation and it is worth the 199 000 ;
loss of some jobs / higher o e b e o — o
unemployment 0.00 | LT T T TN
O N~ND—OWOWN~NOD— M S 9 82 xS5392%
T LT LT L L9 d SL=<<sS 7w
5555555555
o e T B Bl M M e B Ml —Bank Deposits =—Fed Balance Sheet
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The Narrative / Reality Gap

Real GDP Growth YoY Gr
Unemployment Rate

Real Per Capita DPI
Household Debt (% GDP)
Household Net Worth (% GDP)

UM: Consumer Sentiment

Federal Deficit % GDP
Federal Debt: % GDP
Current Account (% GDP)
Net Int Investment (% GDP)

$Dollar (Broad Real)
Shiller P/E Ratio

Q4 12

Obama
1.6%
7.8%

$42,342
84.5%
413.9%

79.4

-6.5%
100.1%
-2.3%
-27.8%

87.9
21.24

Q4 16

Trump
2.2%
4.8%

$43,846

77.9%

469.3%

93.1

-3.1%
104.6%
-2.0%
-43.3%

108.0
27.08

Q4 20
Bide
-1.0%
6.8%
$49,476
77.5%
562.3%

79.8

125.7%
-3.39%

Q4 24

Trump
2.5%
4.1%

$51,637

70.0%

539.5%

-6.9%
121.9%
-4.0%
-88.3%



Growing Risks

i ‘ITS EASIER TO

FEOOL PEOPLE

] THAN TO

] CONVINCE
d THEM THAT

l THEY HAVE

BEEN FOOLED.

~MARK TWAIN

Emilys Ruotes Gom

For a copy of slides,
please use the QR Code

Or contact:
Kristen@beaconecon.com
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