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The Goldilocks Scenario For Financial Markets

Real GDP Growth (Compound Annual Rate of Change) [4 Quarters Average] =G DP Standard Deviation Over 4 Quarters (G DP Volatility)
e» a» o Real GDP Historical Average (1948-2019)

Average Quarterly CPI [Y/Y %]

- |nflation Standard Deviation Over 4 Quarters Average

== e Historical CPI Average Of Quarterly Average [1948-2019] 9 (| nflation Volatility)
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Productivity Trends Point In The Wrong Direction

Multifactor productivity (output/combined inputs) trends in the U.S. have not Labor productivity uncomfortably low absent other tailwinds.
looked favorable for a while.
B Contribution of capital intensity B Contribution of labor composition B Labor productivity growth
H MFP growth @ Labor productivity growth 5
35
( 45
3
4
25 35

W
.
.
.

c
S

2.5 =
15
2
1 15
]
05
05
° I [
1948-60 1960-73 1973-81 1981-97 1997-2005 2005-18 Long-term 0
historical
{x © o} Q 4% Ix © %o} Q Q Ix o
average ) ) ) O o O O o & & &Y &S
(1948-2018) DT 07 0O % % 0 S S SIS e s e R

Sources: BLS, Blue Line Futures

12/3/2022 Blue Line Futures Macro Corner Chart Booklet



Output Per Worker & Productivity Trends Call For Structural Reforms

Slowing globalization, an aging population, and poor allocation of resources Productivity trends are especially profound in China where growth oftentimes
have led to less output per hour worked globally. means unproductive growth (real estate, state-subsidized expansion etc.)
—G7 GDP Per Hour Worked [Y/Y % 4Y Avg] = China Productivity [5Yr Average of Y/Y TFP Growth] [left axis]
USA GDP Per Hour Worked [Y/Y % 4Y Avg] = Jnited States Productivity [5Yr Average of Y/Y TFP Growth] [right axis]
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Population Trends Less Supportive For Growth

The global labor arbitrage is increasingly in question as China’s population is The Human Capital Index measures the average years of schooling and the rate
rapidly decreasing in size due to a lack of births. of return on education. The return is slowing along with less population growth.
===United States Population [mIn; left axis] e nited States Human Capital Index
«==China Population [mIn; right axis] e China Human Capital Index
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Long-Term Structural Reforms Are Politically Unpopular & Past
Benefits Are Waning

Structural reforms with long-term benefits have decreased in quantity, reducing Politically unpopular structural reforms show similar trends across regions as
long-term benefits down the road (Average Reform Index ranges from 0-1.) measured by the IMF’s Average Reform Index.
e=m/AES e=mmEMSs e==||DCs — Asia-Pacific =—Europe =——MENAP —SSA —LAC
0.95 0.9
0.85 0.8
0.7
0.75
0.6
0] I
055 u I L \)
0.4
0.45
0.3
0.35
0.2
0.25 01
0.15 0.0
MWONDNOOTZT MU ML= MO EM MWDDNOOET MO T MWOLDNEOO=E MWLNOOEM
NS N S« J <o B o o B Al B e\ B e B e\ Bl S S o B o B o B e B Sl =) DN P00 P88 000005
N NN Al B W B B B  Be Bt B Bk Be Be Bt e B e BRI ¢ D0 0020000020000 Q000 O0N_
— o — — — — — - |—|—|—|—(\]NNNN —  — — " - - - - l—l—r—l—NNNNN

Sources: IMF, Blue Line Futures

12/3/2022 Blue Line Futures Macro Corner Chart Booklet 5



Debt-Driven Growth By Corporations

Debt-driven growth compared to real-GDP has been substantial and is Globally low interest rates have encouraged borrowing, often absent a price
concerning as more debt maturities come due next year. signal as many would wish for. Not all debt is bad, however.
===Nonfinancial Corporations Debt Securities & Loans / Real === Nonfinancial Corporations Debt Securities & Loans /
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Capital Stock Dynamics Amidst Geopolitical Uncertainty

China has been the major driver of disinflation on the goods side for decades. The question Supply chain pressures have eased substantially and may continue to do so as
is whether countries like the U.S. will stay committed on increasing resiliency. China re-opens and a degree of global collaboration returns despite tensions.
== Capital stock at constant 2011 national prices (in mil. e=Global Supply Chain Pressure Index
2011US9) 00
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Nonfarm Payrolls Highlights |

Wage pressure in transportation ahead of the holiday shopping season. That's
despite lots of weak earnings data from FedEx and its peers.
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Most job creations are occurring on the services side as spending continues to
shift.
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Nonfarm Payrolls Highlights I

At the Brookings Institution this week, Jay Powell made it clear that labor force Have businesses reached peak value-capture as the positive effects of global
participation continues to disappoint. labor fade while domestic availability of workers decreases.?
== | abor Force Participation Rate = Profit per unit of real gross value added of nonfinancial

corporate business: Corporate profits after tax with IVA and
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Disclosure

All opinions expressed by the program participants are their own and do
not reflect those of Blue Line futures LLC or their affiliates. The content is
for informational purposes only and should not be taken as trading
advice. Futures trading involves a substantial risk of loss and may not be
suitable for all investors. Therefore, carefully consider whether such
trading is suitable for your financial condition.



