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The “Economy”
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Gross Domestic Product

*Personal Consumption:

* Goods: 23.6%

* Services: 45.5%
*Business Investment:

* Fixed Investment 18.3%

* Change in Inventories -0.1%
*Government Spending:
*Net Exports:

69.0%

18.2%

16.7%

—4. 0%@ SWGSB - smucox

4t Quarter 24: GDP
|  1.9%

U.S. GDP

1t Quarter 25: GDP
J 0.6%

2"d Quarter 25: GDP
M 3.8%

3rd Quarter 25: GDP

™ 4.3%

Source: https://www.bea.gov/sites/default/files/2025-12/gdp3q25-ini.xIsx & calculations by author

Consumer Spending
+2.39%

Business Investment
-0.02%

Federal Spending
0.19%

State & Local Spending
+0.20%

Exports 0.92%
Imports 0.67%
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Recessions Since 1995

e March 2001 — November 2001
* December 2007 — June 2009
* March 2020 - April 2020

@ SWGSB «smu cox

Growth in Real GDP (Q0Q)
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FRED /) = (Real Gross Domestic Product), Q1 1980=100
— = (Nonfarm Business Sector: Labor Productivity (Output per Hour) for All Workers, Q1 1980=100), Q1 1980=100
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(Real Gross Domestic Product), Q2 2025
Q1 1980=100: 323.8

(Nonfarm Business Sector: Labor Q2 2025
Productivity (Output per Hour) for 234.0
All Workers, Q1 1980=100), Q1

1980=100:

All Employees, Total Nonfarm, Apr 2025
Jan 1980=100: 1756 ) SWGSB-smuco

[Source: https://fred.stlouisfed.org/graph/?graph_id=1433410&rn=45

Federal Reserve Bank of Atlanta

GDPNow

Latest estimate: 2.7 percent — January 05, 2026
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Source: https://www. .org/cqer/research/gdp!




Employment
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68%

Civilian Labor Force Participation Rate

67.3%
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Price Levels
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September

By Chao Deng | Follow | and Matt Grossman [Fol\cw

THE WALL STREET JOURNAL.

Inflation Eased to 2.7% in Report
Distorted by Government Shutdown

Year-over-year consumer inflation cooled in November from 3% in

The Data Problems in Thursday’s
Inflation Report Will Linger for Months

Updated Dec. 18, 2025 4:12 pm ET

Calculating housing costs presented one of the thorniest challenges—
and they make up a huge portion of the price index

By Matt Grossman | Follow | and Chao Deng[ Follow
Dec. 18, 2025 5:24 pm ET

@ SWGSB «smu cox
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Chart 1. One-month percent change in CPI for All Urban Consumers (CPI-U), seasonally adjusted, Sep. 2024 - Sep. 2025
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Source: https://www.bls.gov/news.release/pdf/cpi.pdf

Chart 1. One-month percent change in CPIfor All Urban Consumers (CPI-U), seasonally adjusted, Nov. 2024 - Nov. 2025

Percent change
0S5
05|
04
04|
03
03}
02|
01
00|
059 |
-0,1

Nov24 Dec  Jan Feb  Mar  Apr May  Jun Jul Aug  Sep Oct  Nov2s

Note: The Oct and Nov 2025 data values are not available due to the 2025 lapse in appropriations.
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Source: https://www.bls.gov/news.release/pdf/cpi.pdf
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FRED (/) == 5-Year Breakeven Inflation Rate
3.6

Percent

urce: https://fred.stlouisfed.org/series/TSYIE, https://fred.stlouisfed.org/series/CPIAUCSL, and author calculations
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* Expected Average Inflation Rate for Next 5 Years: 2.28%

* Expected Average Inflation Rate 5 Years Ago: 1.98%

* Actual Average Inflation Rate Last 5 Years: 4.52% (9/2020 - 9/2025)
* Error1.98% -4.52% =-2.54%

@ SWGSB «smu cox

2026-0

Interest Rates
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US Recession Probability (I:USRPEM)

] 25.05% for Nov 2026

Level Chart VIEW FULL (
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to zoom
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Based on the yield curve
Source: https://ycharts.com/indicators/us_recession_probability @ SWGSB « SMU Cox
Monetary Polic
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THE WALL STREET JOURNAL.

Fed Cuts Rates Again, Signals It May
Be Done for Now

Three officials dissented in opposite directions. Stalled progress on
inflation and a cooling job market made for one of the most divided
meetings in years.

By Nick Timiraos [Follow

Updated Dec. 10, 2025 6:18 pm ET

Fed’s December . :
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Fiscal Policy

@ SWGSB « SMU Cox

Trade Deficits & Tariffs
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International Trade

*U.S.

2" | argest Exporter in the World
* $3.2 Trillion (2024)
¢ $2.1 Trillion in goods, $1.1 Trillion in services
* Largest Importer in the World

* $4.1 Trillion (2024)
* $3.3 Trillion in goods, $0.8 Trillion in services

‘N/ « SMU Cox
Source: https://www.census.gov/foreign-trade/Press-Release/ft900/ft900_2412.pdf @ S GSB “

Top Trading Partners

* Mexico (16.2% of Total U.S. Trade)
*Canada (12.5%)

*China (5.9%)

*Top 3 = 34.6% of total international trade

@ SWGSB «smu cox
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Causes of Trade Deficits

* Factors Impacting Trade Imbalances
* Relative Growth Rates of Economies
* Faster growth - Ability to buy more imports
* Relative Value of Currencies

* M value of the U.S $ makes U.S. exports more expensive,
thus ' demand for our exports

 Savings and Investment Rates
* If Savings < Investment, U.S. will attract foreign capital

‘N/ « SMU Cox
Source: https://www.cato.org/publications/commentary/are-trade-deficits-really-bad-news @ S GSB

What is a Tariff?

*Tax paid by the importer of goods to the United
States
* May be:
* Absorbed by the Exporter
* Absorbed by the Importer

* Passed on to American consumers in the form of higher
prices

@ SWGSB «smu cox
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THE WALL STREET JOURNAL.

Arguments Over Trump's Tariffs Begin at the
Supreme Court

Justices weigh whether the president lawfully levied sweeping tariffs
without Congress’s approval

Last Updated: Nov.5, 2025 at 10:36 AM ET

@ SWGSB «smu cox

It’s Not Politics, It’s Math!

@) SWGSB- s
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|
U.S. Government Income and Spending (FY 2025)

$5,235,000,000,000 Income
$7,010,000,000,000 Spending
$1,775,000,000,000 Deficit
$54,200,000,000 DOGE Claimed Savings
$1,400,000,000 DOGE Verified Savings

@ SWGSB «smu cox

U.S. Government Income and Spending (FY 2025)

$5,235 Income
$7,010 Spending
$1,775 Deficit
$54.20 DOGE Claimed Savings
$1.40 DOGE Verified Savings

@ SWGSB «smu cox
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Figure 2. Cumulative Receipts, Outlays, and Surplus/Deficit through Fiscal Year 2025

Receipts by Source: Outlays by Function:

Total Receipts Total Qutlays

Social Security 3

$5,235 Billion $7,010 Billion $1,581 Billion

50.7% Individual Income Taxes | = --1- .

$997 Billion NI

$6,146B

$979 Billion gL=lU >_
33.4% social Insurance & Retirement [0 - o

$970 Billion TS 87'7A’
8.6%  Corporation Income Taxes  [oldol] VAT National Defense

$195 Bill =
Customs Duties on = EYOPXETN  Income Security —_
Deficit

7.2% Bclia Takes $1.775 Billion

- Veterans' Benefits & Services
Transportation 865 B
Natural Resources & Environment
0,
B o 12.3%

@ SWGSB «smu cox

Miscellaneous
$29 Billion
Estate and Gift Taxes ——

Other

* Administration of Justice

* Community and Regional Development

* Education, Training, Employment, and Social Services
e Agriculture

* International Affairs

* General Science, Space, and Technology

* General Government

* Energy @ SWGSB-smucox
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JW Marriott San Antonio
Hill Country Resort & Spa
April 27 to 29,2025
Texpoconference.org

It doesn’t matter
where you begin;
itmatters where
you finish.

Quinones were |
watching.

JW Marriott San Antonio
Hill Country Resort & Spa
April 27 to 29,2025

Texpoconference.org

[ e -Framework
- for ngh l{erfgf_f’hqr] cemg}_f I_’eoﬂle.i’

JW Marriott San Antonio
HillCountry Resort & Spa
April 27 to 29, 2025
Texpoconference.org
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Reducing the Deficit

*Decreasing Government Spending is Inherently
Contractionary
* Good in the long-term, tough in the short-term

*Reducing the Federal Workforce is Inherently
Contractionary
* Good in the long-term, tough in the short-term

@ SWGSB «smu cox

National Debt Outstanding (Billions)

$34,001

$27,748

$5,766

. $2,602

® Carter I Reagan Bush 41 H Clinton B Bush 43 Obama E Trump H Biden

@ SWGSB - sMu cox
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TOP 20 COUNTRIES

#OLDING THE Mosr

Source: https://www.voronoiapp.com/debt/Top-20- Foreign investors hold almost one quarter
Countries-Holding-the-Most-US-Debt-4299 g SRR = a SWGSB « SMU Cox
of America's national debt ($8.5T)
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Are we headed for a recession?
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ECONOMIC OUTLOOK

Are we in a recession? Yes — if you
live in one of these 22 states.

Moody’s economist Mark Zandi warns the U.S. is close to a damaging economic
contraction

By res o0 () These 22 states are now in recession

A state-by-state look at which local economies are growing, shrinking
Last Updated: Oct. 5, 2025 at 1:00p.m. ET or treadi ng water

First Published: Oct 4,2025 at :00am. ET M Expansion MRecession |Treading water

we 4 Source: Moody's Analytics

The LEI declined again in September

I Peak: 01:3 07:12 202
Trough: 01:11 096 204
125 -

120 The Conference Board Leading Economic Index® (LEI) for the United States
"= The Conference Board Coincident Economic Index® (CEI) for the United States
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Index (2016
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Source: The Conference Board
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Source: https://www.conference-board.org/topics/us-leading-indicators/
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The Conference Board Leading Economic Index® and Component Contributions (Percent)

Sep. '25 6 months ending in Sep. "25
Financial Components Leading Credit Index™"* LO 05 0.37
S&P 500® Stock Index 0.1 0.60
Interest Rate Spread, 10-year T-bonds less Fed 0.01
Funds
Non-Financial Compeonents
Avg. Consumer Expectations for Business Conditions 0.21 .1.36
ISM® New Orders Index 014
Building Permits, Private Housing 0.00
Average Weekly Hours, Mfg. 0.00
Manufacturers' New Orders, Nondefense Capital 0.03
Goods excl. aircraft™ =
Manufacturers' New Orders, Consumer Goods & 0.04 |
Matenials™
Average Weekly Initial Claims, Unemp. Insurance” 002
Source: The Conference Board
* Inverted series; a negative change in this component makes a positive contribution
** Statistical Imputation
LEI change might not equal sum of its contribiutins due to application of trend adjustment factor
The LEIl's growth rate over the past six months turned less
negative, preventing triggering of the recession signal in
September
Peak 01:3 07:12 20:2
Trough: 011 096 20:4
20
—— U.S. LEI 6-month growth rate (%, annualized)
15 — Warning signal
- Recession gignal
=
S
a
Sep.'25

Source: The Conference Board
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Consumer Confidence Index®
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*Shaded areas represent periods of recession
Sources: The Conference Board; NBER
© 2025 The Conference Board. All rights reserved

2021

How consumers feel
about the overall

economy
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Fallen for 5 Consecutive Months
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Summary

*Consumer Sentiment and Confidence are Slipping
*Business Investment on Hold Due to Uncertainty
* Tariff Uncertainty

* Lower Government Spending is Contractionary

* Potential for Stagflation

@ SWGSB «smu cox

Questions?

Contact Information:
William T Chittenden, Ph.D.

SW Graduate School of Banking
Cox School of Business

Southern Methodist University
wchittenden@smu.edu

214-768-2991 @ SWGSB -smucox
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