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Current Pace of Economic Activity

Atlanta Fed Estimate of Real Time GODP Gmwz‘b "
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Labor Market Supply and-Demand
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Housing Prices

Regional Averages Year-over-Year€Change
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Mortgage Rates

30-Year Conventional Fixed, Nationwide Avera ge
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Inflation

“Iransitory” Wins?

10%

9.1%

B.5% 4 4, 8:6% 8.5%
- o 3% 8.3% g 294
. 9% 7.7%
7.5%
. 7.1%
6.5% 6.4%

) 6.0%

0 5.0% 0

4.9% 4 006
3.0% 3.29%
0,

) 3.7% 3.7% 320 3.1% 3 406 3.1%

0
2%
0% . . I I

-2% [ Headline
CPIl ex CPI
Food & Energy
4% -

N Vv v 2 v Vv ‘v v 2 v 2 YV v ) > " > > > v > > %) > %) D
ofl« "lo Q‘b “’L "b \{1' "lo &‘\' q"l« v "L "b o‘l« (\."1' ofb ‘flo &51' \& Qflv &,‘1« q"lo be \fb fb 051« o,"lo
N Sb' @ V'Q 3 5 DRSS 0 \;o X W @ @YD W ov \;o L W
Sources: Bureau of Labor Statistics, BBH Analysis Data as of January 2024

)
-



Inflation

Driving Forces
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Rent and Housing Inflation
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FOMC Statements

The Pivot

)

December 13

Recent indicators suggest that growth of
economic activity has slowed from its strong
pace in the third quarter.

Tighter financial and credit conditions for
households and businesses are likely to
weight on economic activity, hiring, and
inflation.

The committee will continue to assess

additional information and its implications for
monetary policy.

Sources: Federal Reserve, BBH Analysis  Data as of 31 January 2024

January 31

Recent indicators suggest that economic
activity has been expanding at a solid pace.

The committee judges that the risks to
achieving its employment and inflation goals
are moving into better balance.

The committee does not expect it will be
appropriate to reduce the target range until it
has gained greater confidence that inflation is
moving substantially toward 2 percent.
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Federal Funds Rate

And Futures Market Implications
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Federal Funds Rates

The Fed’s Own Expectations

Figure 2. FOMC participants’ assessments of appropriate monetary policy: Midpoint of target range
or target level for the federal funds rate

Most Fed governors (15/19)
believe that the Fed Funds
rate will be 4.25-5.00% at year
end 2024.
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Consumer Debt G TN
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Household Debt Service Ratio

Debt Payment as a % of Disposable lncome
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Household Balance Sheets

Debt as a % of Disposable Income
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Household Balance Sheets

Debt as a % of Assets
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Household Debt Delinquency

Debts Aged 90+ Days
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Household Savings

Disposable Income and-Spending
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Corporate Earnings

S&P 500 Operating Earnings (YOY Change)
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Equity Market Valuations

S&P 500 Trailing Operating PE Ratio
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Market Breadth

... Orthe Lack Thereof

12/31/2022 2023 CY Contribution to
Company Index Weight Price Return Index Return Index Weight
Apple 6.0% 48% 2.91% 7.0%
Microsoft 5.6% 57% 3.15% 7.0%
Alphabet 3.1% 59% 1.82% 3.8%
Amazon 2.3% 81% 1.87% 3.4%
Nvidia 1.1% 239% 2.70% 3.1%
Tesla 1.0% 102% 1.05% 1.7%
Meta 0.8% 194% 1.61% 2.0%

Total 20.0% 27.9%

Sources: Bloomberg, Blackrock, BBH Analysis 62% of S&P price return Data as of 31 December 2023
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Equity Market Breadth

2023 Price Only Returns for S&P 500 C. ansz‘/z‘uem‘s \
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... While 352
constituents (70%)
underperformed.

177 index members
(35%) posted negative
returns for the year.

Data as of 31 December 2023
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Investment Outlook

)

Corporate earnings growth should reflect modest economic growth,
providing fuel for the equity market.

Falling interest rates should provide further market support.

Nevertheless, narrow market leadership is likely to lead to amplified
market volatility.

Price volatility is the friend of the patient and disciplined investor seeking
to exploit the difference between price and value.

Private assets will play an increasingly important role in portfolios going
forward.

23



2024 \lision

< [

-

The Economy, Markts & Portaias in 2020

G. Scott Clemons, CFA

Partner & Chief Investment Strategist
Brown Brothers Harriman & Co.
scott.clemons@bbh.com

February 2024

Brown Brothers Harriman & Co. (“BBH”) may be used to reference the company as a whole and/or its various subsidiaries generally.

This material and any products or services may be issued or provided in multiple jurisdictions by duly authorized and regulated subsidiaries.

This material is for general information and reference purposes only and does not constitute investment advice and is not intended as an

m Scott Clemons offer to sell, or a solicitation to buy securities, services or investment products. All information has been obtained from sources believed to be
reliable, but accuracy is not guaranteed, and reliance should not be placed on the information presented. This material may not be reproduced,

copied or transmitted, or any of the content disclosed to third parties, without the permission of BBH. All trademarks and service marks

included are the property of BBH or their respective owners. © Brown Brothers Harriman & Co. 2024. All rights reserved.

PB-07134-2024-02-13 Exp: 02/28/2025



