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Missing the Forest for the Trees

o With so much economic data available, it is
easy to cherry-pick statistics to make a point; or
to lose track of what indicators matter most.

o Focusing on month-over-month (or quarter-
over-quarter) volatility can obscure long-term
trends in economic data.

a Let’s focus on the Big 3:

o Consumer Spending
o The Labor Market
o Inflation (Prices)
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The Trees
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The Forest
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GDP Components
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Consumers are the Backbone

a There are 3 ways to fund spending:
o Higher Income
o Decrease Saving
o Borrow
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Similar Slope to GDP
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Savings Already Low
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Historic Household Deleveraging
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Breakdown of Consumer Debt
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The Labor Market

o Maximum employment is half of the Fed'’s
dual mandate.

o Full employment = higher wages -
facilitates consumption
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Payrolls Strong but Slowing,
Wages Ti cking Urg
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B u-t N O t Too Fast
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The Long View on Participation
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Job Quality Matters
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The Other Half of the Dual Mandate

o Stable prices
o Low and stable inflation
o 2.0% = Fed’s long-run inflation target
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Inflation Measures
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The Prime Determinant for the Fed
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Market Inflation Expectations
Extraordinarily Low
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So Where Do We Go from Here”?
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Fed Slowly Embracing New Normal
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Market Convinced Dots to Fall Further
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Flatter Curve on the Horizon
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Conclusion

o Economic indicators must be analyzed in the
context of long-term trends in the macro-economy.

o Traditionally:

o Full employment -> higher income & ability to borrow -
Increases consumer spending - upward pressure on
prices = Fed keeps it all in check by tightening monetary

policy
o Currently: labor market slack is inhibiting this
prosperous cycle.

o The Fed must react to the economy as it is, not as
It was.
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Disclaimer
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Although this information has been obtained from sources which we believe to be reliable, we do not guarantee its accuracy, and it may be
incomplete or condensed. This is for informational purposes only and is not intended as an offer or solicitation with respect to the purchase or
sale of any security. All herein listed securities are subject to availability and change in price. Past performance is not indicative of future
results, while changes in any assumptions may have a material effect on projected results. Ratings on all securities are subject to change.

FTN Financial (FTN) is not registered as a municipal advisor with the SEC or MSRB. FTN is not acting as your advisor and does not owe a
fiduciary duty under the securities laws to you, any municipal entity, or any obligated person with respect to, among other things, the
information and material contained in this communication. Instead, FTN is acting for its own interests. You should discuss any information or
material contained in this communication with any and all internal or external advisors and experts that you deem appropriate before acting on
this information or material.

FTN Financial Group, FTN Financial Capital Markets, and FTN Financial Portfolio Advisors are divisions of First Tennessee Bank National
Association (FTB). FTN Financial Securities Corp (FFSC), FTN Financial Main Street Advisors, LLC, and FTN Financial Capital Assets
Corporation are wholly owned subsidiaries of FTB. FFSC is a member of FINRA and SIPC—http://www.sipc.org/. FTN Financial Group,
through FTB or its affiliates, offers investment products and services. Investment Products are not FDIC insured, have no bank guarantee and
may lose value.
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