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TMC Research’s US GDP Nowcast For Q3 Indicates A Slower But Still Solid Growth Rate

Key Points:

e TMC Research’s GDP Nowcast model estimates output rising 2.2% for the third quarter
o The current Q3 nowcast reflects a slowdown from Q2’s strong 3.0% increase

o Today’s nowcast suggests that the US economic expansion will continue through the end of this quarter

A number of indicators suggest that
the risk of a US recession is rising,
but current expectations for the 6%
upcoming third-quarter GDP report
still estimate moderately high odds
that the expansion will continue for
the three months through September. 4%
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TMC Research’s proprietary GDP
nowcast model for Q3 indicates

output is expected to rise 2.2% (for 2% 7
the median estimate). That marks a
downshift from Q2’s strong 3.0%
increase, but the current nowcast
reflects economic activity that’s still 0%
unfolding at a respectable pace. If the
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Our nowcast is built with 11 factors
(see list below) and wuses the
historical relationships for these
variables relative to GDP to estimate current conditions. As shown by the chart, the model has performed reasonably
well in capturing GDP’s ebb and flow in recent quarters, based on fitted data ex post. Although that’s encouraging,
the model — any model — is, at best, a rough approximation of actual conditions and a particular future outcome, which
is inherently uncertain.
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Roughly half of the Q3 data overall has been published. As such, the model’s current profile only reflects a portion of
the full scope of data that will ultimately define the current quarter's conditions. The question is whether the incoming
numbers between today and the government’s first estimate of Q3 GDP (scheduled for October 30) will, on balance,
help or hinder the current nowcast? It’s impossible to know. But using the moderately positive nowcast as a guide
suggests the following: Short of a sharp economic slowdown in the economy in the weeks ahead, the odds still appear
to favor a case for a moderate growth rate in Q3.
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TMC Research’s GDP nowcast is generated with the following data sets:

US consumer price index (inflation)
Effective Fed funds rate
Unemployment rate

Personal consumption expenditures
Industrial production

Non-farm private payrolls
Manufacturing and trade industries sales
Personal income

Net exports

Gross private domestic investment
Government expenditures

This Report is provided for informational and educational purposes only and is not intended to be, and should not be construed as, financial or
investment advice. The views and opinions expressed in this commentary are solely those of the authors and do not necessarily reflect the official
policy or position of The Milwaukee Company.

Investors are urged to consult with their own financial advisors before making any investment decisions. The information contained in this
commentary has been compiled from sources believed to be reliable, but no representation or warranty, express or implied, is made as to its
accuracy, completeness, or correctness. Market data and trends are subject to rapid change and may become unreliable for various reasons,
including changes in market conditions or economic circumstances.

Past performance is not indicative of future results. All investments involve risks, including the possible loss of principal. No representation or
warranty is made that any return or performance indicated will be achieved.

Nothing in this commentary constitutes legal, accounting, or tax advice or individually tailored investment advice. This material is prepared for
general circulation and may have been prepared without regard to the individual financial circumstances and objectives of persons who receive
it. The investments or services mentioned may not be suitable for all investors, and it is recommended that you consult an independent investment
aadvisor if you have any doubts about the suitability of such investments or services for your needs.

This commentary may contain forward-looking statements, which are based on assumptions and subject to risks and uncertainties. Actual
outcomes may differ materially from those expressed or implied in any forward-looking statements due to various factors.

To the fullest extent permitted by law, neither The Milwaukee Company nor any of its affiliates, nor any other person, accepts any liability
whatsoever for any direct or consequential loss arising from any use of this communication or the information contained herein. By accessing this
commentary, you acknowledge and agree to the terms of this disclaimer.



