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RAISE YOUR EXPECTATIONS.




The Key Takeaways

1) Recession risk for the U.S. has decreased, but still remains high
2) The U.S. household sector is a buffer, but it is not impervious

3) Central banks are looking for normal

4) Cooler growth ahead for U.S. and Michigan economies
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U.S. Economic Uncertainty Is Very High

Monthly US Economic Policy Uncertainty Index
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Changing Sources of Uncertainty

Reduced Uncertainty in Late 2019 Ongoing and New Uncertainty in 2020
* Phase 1 trade deal *  Boeing halts 737Max production
« USMCA trade deal *  Geopolitics in the Middle east

*  Lower recession risk, steeper yield curve U.S. manufacturing recession

* Fed enters pause mode « Leading labor market data

*  House concludes impeachment proceedings Europe, Central and South America
* Federal budget agreement * Auto sales cycle

* UK election, Brexit

«  GM/UAW strike

*  China stabilizes (maybe)

«  Dirilling rig count stabilizes



U.S. Current Conditions are Mixed, Broad Indicators Cycling Down

ISM Manufacturing and Non-Manufacturing Indexes
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Leading Index Weak at the End of 2019

Leading, Coincident and Lagging Indexes
Percent Change M/M
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Consumer Spending Boost in 5 of Last 7 Quarters

Real GDP and Real Consumer Spending Growth, APR
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Business and Residential Sectors Underperforming

10

Real GDP and Real Consumer Spending Growth, APR
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Most Likely Near-Term Outlook, Ongoing Near-2-Percent Growth

U.S. Real GDP Growth,Annualized Percent Change
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Job Growth to Ease

+145k in December, U. Rate 3.5 Percent
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Two Measures of Labor Market Tightness

11

12

11

10

3 4

2

U-3 Unemployment Rate, Percent
Payroll Employment/Population Ratio

Employment/Population Ratio (R)

NN

NS \

A
(WA \

e
'\

VLAY

N/

Unemployment Rate (L) !

195

1960

1970

1980

1990 2000 2010

Sources: Bureau of Labor Statistics, Census, Comerica Bank

0.5

- 0.4

- 0.3

0.2

ComericA Bank
®



January Interest Rate Forecast

Yield, percent
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Historical Fed Funds Rate
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Forecast Risks, the 360 View ...

Downside Risks

«  ROW growth, China, Japan, Europe
*  Geopolitics

+ Layoffs accelerate

«  Stock market correction

*  Inventory correction

*  Political meltdown

* Reverse Trump Bump

*  Consumers and businesses lose confidence
*  Corporate sector, profits and debt

*  Business investment stalls

*  Housing stalls

. Auto sector deteriorates

Upside Risks

Trade wars resolve

Lower interest rates
International conditions, Brexit
Business confidence

Wealth effects

Deregulation, including financial
Job growth stays strong
Manufacturing rebound

Second leg up for housing
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