F -

- \._%

W

g

THE CONFERENCE BOARD @

L o
s

b \SS

o IO
I8

|

The Conference Board Economy Watch
Charting the Global Economic Recovery in 2021

February 10, 2021




This month we'll be exploring the following questions:

Key Questions:

= How quickly will the US economy return to pre-recession output?

Will Europe’s difficult winter hurt its recovery prospects?
How will the Gulf region fare in 20217

Has China’s economy already recovered from COVID-19?
What does all this mean for the global economy broadly?
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CPE (NASBA) Sign up for available CEU

credits

v" Click the link in the CEU Request Widget to sign up for credit

v’ Stay online for the entire webcast
v" Click ‘ok’ for 3 popups that occur during the program

v’ Credit available for participation in live webcast only
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US short-term outlook: key assumptions

1.Base Case Scenario
v New cases of COVID-19 peak in early 1Q21, no widespread lockdowns are implemented
v COVID-19 vaccinations: rise in 1Q21, broadly available in 2Q21, universally available in 3Q21
v Dec 2020 stimulus deployed in 1Q21, and $1.5 tIn in additional stimulus deployed in 2Q21 & 3Q21
v Modest improvement in labor markets & consumption 1Q21, but they rebound sharply in 2Q21 & 3Q21

2_.Upside Scenario
v New cases of COVID-19 fall dramatically in late 1Q21, social distancing policies loosened
v COVID-19 vaccinations: broadly available in 1Q21, universally available in 2Q21
v Dec 2020 stimulus deployed in 1Q21, and $1.9 tin in additional stimulus deployed in 2Q21 & 3Q21
v Meaningful improvements in unemployment result in a rebound in consumption in 1Q21

3.Downside Scenario
v"New cases of COVID-19 rise in 1Q21, vaccine-resistant mutations result in a ‘third wave’ by 4Q21
v Lengthy distribution of COVID-19 vaccine / ineffective against new strains of virus
v Dec 2020 stimulus deployed in 1Q21, and $600 bin in additional stimulus deployed in 2Q21 & 3Q21
v Unemployment deteriorates and consumption contracts in 1H21 and again in 4Q21
v’ Large equity market correction occurs in 2021, hurting consumer and business confidence
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Three scenarios possible in the US outlook, but the base case
(black) points to a gradually accelerating recovery
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Following a lull in the recovery over the winter (4Q20 & 1Q21), the
economy should reaccelerate in 2Q21

2020 2021
2nd 1st 2nd 2020 | 2021
lQ*| 1naQ* na* v v

Real GDP -5.0 | -31.4 | -18.2 | 334 18.7 2.2 -3.5 4.4
Real consumer spending -6.9 | -33.2 | -20.0 | 41.0 2.5 21.8 3.6 5.0 4.3 6.9 5.1 6.0 2.4 -3.9 5.2
Residential investment 19.0 | -35.5 | -8.3 63.0 33.5 48.3 8.0 10.0 9.0 8.0 5.0 6.5 -1.7 5.9 14.5

Nonresidential investment -6.7 | -27.2 | -16.9 | 229 | 13.8 | 183 5.4 6.1 5.8 6.5 5.6 6.0 2.9 -4.0 6.8
Inventory change (bin'09s) | -80.9 |-287.0|-184.0| -3.7 | 44.6 | 20.5 0.0 5.0 2.5 16.0 | 16.0 | 16.0 | 48.5 | -81.8 | 100.0

Total gov't spending 13 | 25 | 19 | -48 | -1.2 | 30| 00 | 1.0 | 05 | 17 | 27 | 22 | 23 | 1.1 | -01
Exports 9.5 | -64.4 | -36.9 | 596 | 220 | 408 | 30 | 51 | 41 | 71 | 51 | 61 | -0.1 |-13.0| 5.7
Imports -15.0 | -54.1 | -345 | 93.0 | 295 | 613 | 56 | 51 | 53 | 56 | 46 | 51 | 11 | -93 | 117
Unemployment rate 38 | 131 | 84 | 88 | 68 | 78 | 62 | 59 | 61 | 54 | 50 | 52 | 37 | 81 | 58
CPl inflation 12 | 35| -12| 52 | 22 | 37 | 25 | 22 | 23 | 20 | 20 | 20 | 1.8 | 13 | 22

Source: The Conference Board, BEA
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UK outlook: The composition of growth will change as the economy adapts to
the double shock

= Disruptions and price changes may lead consumers to substitute
within product categories and brands. Spending on services will
continue to suffer during the first half of 2021

= Since the Brexit Referendum in 2016, investment has suffered.
New certainty and accelerating digital transformation may give a
new boost to investment

= The export of services are likely to suffer even more than export of
goods. This will likely widen the UK’s current account deficit with
the EU

= British total exports of goods amounted to GBP 373 billion in 2019,
with 46% of those directed to the EU. It is reasonable to expect
disruptions. The need to simplify the process probably will lead
some companies to restructure their supply chains to comply with
rules of origin, and to avoid tariffs and quotas

Downloa
the report
here
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Both the COVID-19 and Brexit shocks are expected to weigh on the course of
the next decade

Scenario 1: Scenario 2: Scenario 3:
FALL APART RESILIENT BRITAIN MUDDLE THORUGH
The UK loosens its The UK realises it

Referenda for

. European ties and became a rule-taker
independence take :
: strengthens its global
place in Northern : : _ "
dimension. Existing competitive
Ireland and Scotland .
sectors, together with a
: Regulatory freedom weak Pound, allow
The pandemic : : :
: spurs innovation and output growth to remain
generates social " )
: growth positive but at survival
tensions rates

Unclear political effect Aggressive trade policy

on the EU Policy fails to drive

EU-UK relations suffer change
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At the current pace, only Germany will return to pre-pandemic output levels
by the end of 2021

GDP monthly index (January 2020=100) = For Q1 we eXpeCt aCtiVity to be
105 similar to Q4 of 2020. We
expect a rebound in Q2

100

= Vaccine approval increased
optimism in Q4 but now slow
vaccine rollout is weakening
confidence

95
90

85

» Most European economies will
not return to their pre-
recession output levels until
2022. We are close to the
pessimistic scenario we
outlined in October

80

75

e GErMany s |taly France e====Spain

Source: The Conference Board
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UAE hit by a stronger second wave despite leading the vaccine race globally

and regionally
Daily New COVID-19 cases
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Vaccine Equation

Natural Immunity Vaccination

Herd Immunity 25% 50%
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Source: The Conference Board © 2021 The Conference Board, Inc.



Global oil demand recovery stalled by second wave of COVID-19 cases but China
continues to lead oil consumption

Oil Demand growth (% vyl/y) Oil Demand and Oil Price Forecasts
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The non-oil recovery imperative to growth for the Gulf region

Split recovery within the Gulf economies

GDP growth in percent 2021
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Source: The Conference Board © 2021 The Conference Board, Inc.
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The Conference Board expects real
GDP to contract by 4.7 percent in
2020 and to rebound by 2.4 percent
and 3.6 percent, respectively in 2021
and 2022.

With a subdued 2021 oil demand
outlook, the non-oil recovery will be

the main contributor to growth in
2021.
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China’s economy is recovering quickly, but the rebound has been lopsided

Chinese GDP Growth China’s Lopsided Recovery
GDP growth by demand factors, percent Index of 2020 level, 2019 = 100
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The economic recovery in most economies will extend well beyond this year

Real GDP growth (%)
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Source: The Conference Board Global Economic Outlook (February 2021)
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The private sector has rebounded strongly in India

India
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Brazil's rebound to date has been stronger than Mexico’s

Brazil
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Enjoyed this program and looking for other related
webcasts on this topic from The Conference Board?

Window On: Focus on the Vaccine and its Economic Impact

On February 24 at 12pm ET, join our EVP & Chief Economist, Dana Peterson, as she sits down with
economists from the University of Maryland and The Rand Corporation to discuss the economic impact

of the vaccine.

7 .

Sebném Kalemli-Ozcan Marco Hafner Dana Peterson
Neil Moskowitz Senior Economist and Executive VP & Chief Economist
Professor of Economics Research Leader The Conference Board

University of Maryland The Rand Corporation

Register for these and all other additional “Focus on the Vaccine” webcasts on our COVID-19 hub at
conference-board.org/covid-19
”
o
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Indications

A podcast series brought to you by The Conference Board
Economics, Strategy, & Finance Center

)
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The Conference Board Indications podcast series helps senior executives understand changing
business and economic conditions worldwide by offering concise, insightful perspectives on overall
economic activity, consumer and CEQO confidence, labor market and demographic trends, and
productivity.

Click here for a complete listing of all of our Indications podcasts or
check out our entire podcast lineup at

www.conference-board.org/podcasts
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