'\ Trend Macrolytics, LLC
Donald Luskin, Chief Investment Officer
' Tl‘e]_]_(:l Thomas Demas, Managing Director
Michael Warren, Energy Strategist

Data Insights: GDP

Friday, January 29, 2016

Today's GDP data: what you need to know -- where did the growth come from?
Contributions to real, sequential quarter change, SAAR  Biggest change per detail-level: ¥ positive I negative
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Price index data: what you need to know -- where did the inflation come from?

Contribution to sequential quarter change, SAAR  Biggest change per detail-level:
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Personal income data: what you need to know -- where did the growth come from?
Contribution to nominal, seq quarter change, SAAR  Biggest change per detail-level: I positive I negative
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Broken Okun's Law: real growth required to change unemployment
— Expansion == Recession Linear trend, plus monthly plots for 09-current expansion e Latest
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Source: Bureau of Economic Analysis, BLS Current Population Survey, TrendMacro calculations



The Zarnowitz Law: severity of output loss in recession, versus vigor of recovery
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The plucked string theory: GDP reverts to trend after perturbation
- Real GDP, USD billions, log scale --- '47-74 3.99% - '74-'07 trend 3.02% - Post-'07 trend ~ Recession
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"New normal" watch: personal consumption share of nominal GDP
== Personal consumption expenditures === Ex-health care services  Recession
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"New normal” watch: nominal personal consumption expenditures
USD hillions == Personal consumption expenditures == Ex-health care services ~ Recession
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Capital on strike: fixed investment share of nominal GDP

== Fixed investment == Equipment == Int. property == Nonresidential structures == Housing Recession
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Source: Bureau of Economic Analysis, National Bureau of Economic Research, TrendMacro calculations

Capital on strike: nominal fixed investment

USD billions == Fixed investment == Equipment == Int. property == Nonresidential structures = Housing

$3,000 -
$2,700 -
$2,500 -
$2,200 -
$2,000 - $1,700 -
$1,200 -
$1,500 | $700 W__; |
e S=—
$1,000 99 00 01 02 03 04 05 06 07 08 09 10 11 12 13 14 15
$500 -
SO T T T T T T T T T T T T T T T T T T T T

47 49 51 53 55 57 59 61 63 65 67 69 71 73 75 77 79 81 83 85 87 89 91 93 95 97 99 01 03 05 07 09 11 13 15

Source: Bureau of Economic Analysis, National Bureau of Economic Research, TrendMacro calculations



