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Rising tide doesn't lift all boats evenly

World: GDP forecasts for 2027
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Where we head depends on answers to several questions

Can divided economies
stand or will they fall?

Will demand eventually
need to play the
primary role in
balancing energy
markets?

Will the Al boom end,
fizzle out or bust?

Will tighter financial
market conditions act
as a trigger for
substantive economic
weakness?




Planning for the unexpected

World: GDP

% year —Iran war intensifies ——Sustained disruption ——Fiscal crisis ——Tech downturn ——Al boom —Baseline
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the focus




Oil supply is climbing but nowhere normal

Middle East: Oil exports proxy
Index, Jan-Feb 26=100
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Oil takes a back seat to gasoline and diesel

US: crude oil and refined fuel prices

$ per barrel
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The rise in Al capex has been large, but past booms have been larger

Sectoral investment booms

% of GDP Change in sectoral investment as a share of GDP (ppts)
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A complicated relationship

US: Employment growth by occupational exposure to Al automation and augmentation
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Data center buildout helping cushion hit from ice cold housing market

US: Construction employment exposed to the data-center buildout
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A temporary pause will help longer-term

US: Data center projects underway * Color coding represents data center statewide
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Timing of Al is a blessing in disguise

US: Sectoral productivity by Al exposure
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Where are all the workers going to come from?

US: Participation rates by age over time
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Al buildout will continue to support growth

US: Contribution of Al-related categories to quarterly annualized real GDP growth
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Identifying the vulnerabilities to a tech bust
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Fed can’t solve all the inflation issues

B Additional passthrough from higher-for-longer energy prices
m Energy supply shock (previous forecast)
%pt m Al buildout
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US: Contributions to annual core PCE inflation
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Behind the rise in long-term rates

Global: decomposition of change in 10-year government bond yields since end-2025
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Relief at the long-end of the yield curve isn't a slam dunk

United States: 10-year yield changes during rate hiking cycles
ppt changes from first hike, bullish hiking cycles in blue*
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] we stand?




Wealth growth creates a sustainable base for high-income spending

World: Growth in nethousehold wealthin the next 5 years
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Tale of different consumers

US: Consumer discretionary spending by income

share of each group's total spend —Top 20% of earners —Middle 60% of earners —Bottom 20% of earners
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Households have never been more exposed to the stock market

US: Household wealth

% disposable income
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Positive wealth effects power spending of high-income consumers

US: Contribution to annualized growth in consumer spending from the wealth effect
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Wealth growth creates a sustainable base for high-income spending

Manhattan high-paying jobs as share of total, 2025 Manhattan median household income growth, 2026-35
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Law of holes still holds

US: Visa issuance by category
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Thinking about the unthinkable

Change in population in Zero Migration relative to baseline, 2060
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What this all means for you

US: Total return between 2026 and 2030
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Key takeaways

* There are long shadows from energy shocks.
« Al financial market conditions and energy prices will chart the economy’s path forward.

» An upside scenario sees Al gains intensify and spread across industries and geographies over the next 1-2 years,
financial conditions don’t tighten further, and wealth effects remain tailwinds. A plausible downside, where Al gains
falter, financial conditions worsen, and the housing slump deepens and this would put a recession on the table.

* The rise in long-term bond yields is unlikely to go quickly into reverse. In a world of greater supply shocks and shifts
in the demand and supply of safe assets higher yields are here to stay.

« Economic regimes change and we're in one characterized by higher interest rates, frequent and adverse supply
shocks, volatile inflation, scarcity and likely a compression in monetary policy cycles.

» Demographics are an economies destiny.
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