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Some of the critical questions and issues we will be
answering today

« What are the = Will US job = Are severe labor = Will wages
outlooks for the growth remain shortages in the continue to rise
US and global strong in United States here sharply over the
economy heading 20227 to stay? coming year?

into 20227?
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Omicron yielding surge in new COVID-19 cases, but the economic impact may
be less severe compared to earlier waves

= Qur recent forecasts assumed that a New reported cases
‘winter wave’ of COVID-19 would emerge
in Q1 2022 and slow US economic growth. 600,000 cases
= Omicron has resulted in a much larger
surge than anticipated, and earlier than 400,000
anticipated. However, the fallout clerte

surrounding this wave of new cases
appears to be less severe than previous
waves.

» Thus, the implications for Q1 2022 may
not be as dire.

= Key implications of Omicron include:
staffing shortages, closures, consumer
sentiment, supply chain disruptions,
inflation.

Source: The New York Times
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Omicron is beginning to weigh on the US economy

= Economic strength in early
Q4 2021 moderated by
December.

= The economic impact of
Omicron is likely to intensify
in early Q1 2022, but may
be more moderate than
previous waves of infection.

= We expect the economy to
continue to expand in Q1
2022, but at a less rapid
rate.

= Economic growth should
reaccelerate in Q2 2022.

© 2022 The Conference Board, Inc. | www.conferenceboard.org
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Persistent inflation driving Fed to be more hawkish in 2022

Core CPI & PCE Price Indexes
Year-over-Year Change (%)

= Following several months of 6 6
moderating price inflation, recent = Core PCE Price Index: (%Y/Y)
: = Core CPI Price Index (%Y/Y)
data show a resurgence in

inflation.

= Drivers include: elevated demand
for goods, supply chain
bottlenecks, wage hikes, and
higher rents.

= Many of these forces are sticky
and are unlikely to dissipate
quickly.

= The Federal Reserve has become
more hawkish as a result.

= EXpect tapering to conclude in
MarCh_ and_ at least three 25 bps JAN  MAR MAY JUL SEP NOV  JAN MAR  MAY JUL  SEP  NOV
rate hikes in 2022. Sources: Bureau of Ecoffomic Analysis, Bureau of Labor Statistics 21

8 © 2022 The Conference Board, Inc. | www.conferenceboard.org



Omicron is impacting US economic growth, but will not derall it

THE CONFERENCE BOARD US ECONOMIC OUTLOOK, 2020-2021-2022-2023
Percentage Change, Seasonally Adjusted Annual Rates*

T wed vl el wef v o] vewa v
Real GDP -5.1 | -31.2 | 33.8 4.5 6.3 6.7 2.3 6.0 2.2 3.1 2.9 2.7 2.3 -3.4 5.6 3.5 2.9
Real disposable income 3.1 48.5 | -16.6 | -8.3 547 | -29.1 | -4.3 -3.0 0.5 1.0 1.5 2.0 2.3 6.2 2.3 -2.7 2.2
Real consumer spending -6.9 | -33.4 | 41.4 3.4 11.4 12.0 2.0 4.7 2.6 2.9 2.4 2.1 2.2 -3.8 8.0 3.4 2.6
Residential investment 20.3 | -30.8 | 60.0 34.4 13.3 | -11.7 | -7.7 0.5 2.0 3.0 2.5 2.0 -0.9 6.8 9.1 -0.2 1.5
Nonresidential investment -8.1 | -30.3 | 18.7 12.5 12.9 9.2 1.6 3.3 5.0 5.2 4.8 4.8 4.3 -5.3 7.4 4.5 4.4
Inventory change (bln chn '12S) -30 -253 25 89 -88 -169 -67 50 55 60 65 65 75 -42 -68 61 40
Total gov't spending 3.7 3.9 -2.1 -0.5 4.2 -2.0 0.9 2.0 2.5 3.0 3.8 4.1 2.2 2.5 0.8 2.3 4.2
Exports -16.3 | -59.9 | 545 22.5 -2.9 7.6 -5.3 13.2 2.0 6.1 5.1 4.0 -0.1 | -13.6 4.0 4.7 4.4
Imports -13.1 | -53.1 | 89.2 31.3 9.3 7.1 4.7 12.1 6.0 6.0 5.0 4.0 1.1 -8.9 13.6 6.8 4.1
Unemployment rate (%) 3.8 13.0 8.8 6.8 6.2 5.9 5.1 4.2 3.8 3.6 3.5 3.4 3.7 8.1 5.4 3.6 3.1
PCE Inflation (%Y/Y) 1.7 0.6 1.2 1.2 1.8 3.9 4.3 5.5 4.7 3.7 3.1 3.0 1.5 1.2 3.9 3.6 3.0
Core PCE Inflation (%Y/Y) 1.8 1.0 1.5 1.4 1.7 3.4 3.6 4.5 4.4 3.7 3.3 3.1 1.7 1.4 3.3 3.6 3.0

Source: The Conference Board
*Units: Quarterly growth rates are QoQ SAAR unless otherwise noted.
Annual growth rates are year-over-year unless otherwise noted
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Recent data point to continued growth momentum, but it may be slowing.
Emerging markets slowdown may be driving this.
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Leading Economic Indicators 55
(6 month annualized growth rate) 50
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40

Mature economies PMI (50=neutral)
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Have supply chain pressures peaked recently?

— Global Supply Chain Pressure Index

Global Trade Indices (2019=100)

Standard deviations from average value
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Source: Global Supply Chain Pressure Index: Source: The Conference Board calculations using Haver Analytics.

https://libertystreeteconomics.newyorkfed.org/2022/01/a-new-barometer-of-global-
supply-chain-pressures/
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Inflation will remain elevated despite moderating somewhat in 2022

Consumer Price Index (y/y % change)
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Source: Dallas FED Global Economic Indicators.
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Global growth likely to moderate this year, slowing down from the second half
of 2021

Real GDP growth (%)

-3.4

United States - 5.6
Euro Area §9 950
o ) .
GDP grOWthJ‘ q/q % Change United Kingdomg'é - 7.2
2.5 4.5 '
B All Mature Economies Japan °2 3.6
2.0 B All emerging and developing economies Other Mature Economies 21 4.9
1.5 m World All Mature Economies 76 | 5.0
1.0
05 China L — 5.0
India o E
0.0 . . : -2.9 '
Other Developing Asian Economies clo
0.5 Latin America 74 o 6.8
1.0 Middle East & North Africa 2> 43,
Forecast ) 4.8 :
15 Gulf region ta
a1 | Q2 | Q3 | Q4 a1 Q2 Sub-Saharan Africa 8 A
2021 2022 2015-2019| Russia, Central Asia and SE Europe 15 6.1
average Emerging markets and developing...| 2020 21 - 5.4
w2021 '
m2022) -33
World — 5.2

-10 -8 -6 - -2 0 2 - 6 8 10

Source: The Conference Board Global Economic Outlook (January 2022).
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Audience Poll
Question
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Labor Market Update and Outlook for the US

= Labor Market Update:
v’ After Delta, now Omicron is disrupting job growth.
v" The economy is still in a reopening stage in in-person services industries
v’ Labor shortages are still severe and employers struggle with the Great Resignation.
v' Wages are rapidly rising, especially for manual workers.
v Many older workers have retired early.
= Labor Market Outlook:
v Severe labor shortages will stay with us in 2022 and beyond.

v" Wages will likely continue to rise.
— Especially for new hires and job-switchers.
— But also for existing workers as 2022 salary increase budgets will increase.

v Corporate profits may suffer as labor and other input costs rise.
v Faster wage growth could lead to faster inflation.

18 © 2022 The Conference Board, Inc. | www.conferenceboard.org



Job growth has slowed since the summer as Delta and now Omicron hinder
the reopening of the US economy

Monthly change in employment,
leisure and hospitality and other industries (in thousands)

1200
Food services and

drinking places

Other leisure

Total nonfarm
and hospitality .
' A ®a

0 | -
Other industries
-400

-800
Dec Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

Source: US Bureau of Labor Statistics © 2022 The Conference Board, Inc.

Monthly change in employment (in thousands) *
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Recruiting difficulties remain historically high

Firms with positions not able to fill right now and the unemployment rate
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o
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NFIB: Percent of firms with positions not able to fill right now (left axis)

O

Unemployment rate (right axis)

co
Unemployment rate (%) %

—
[8)]
5

NFIB: Percentage of firms not able to fill positions
(8]
o

0 December 2021 0
1985 1991 1997 2003 2009 2015 2021
Sources: National Federation of Independent Business;
US Bureau of Labor Statistics © 2022 The Conference Board, Inc.
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Both job openings and voluntary quits remain historically high

Quits rate and job openings rate

Quits rate (left axis)

»
L
> e
S P’ *‘ X &
5 e a
) W 4 2
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Cjﬁ Job openings rate (right axis) o3
S
)
1 2
0 November 2021 0
2001 2005 2009 2013 2017 2021
Source: US Bureau of Labor Statistics © 2022 The Conference Board, Inc.
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The unemployment rate has dropped below 4 percent and is expected to
approach 3 percent by the end of 2022

Unemployment and its natural rate,
including forecast January 2022 to December 2023

14
12
10 Unemployment rate
S
o B8
©
v 5 (/\
g .
4 Natural rate of unemployment \'N
2
0 Forecast after Dec "21

1946 1953 1960 1967 1974 1981 1988 1995 2002 2009 2016 2023
Sources: Congressional Budget Office;
US Bureau of Labor Statistics; The Conference Board © 2022 The Conference Board, Inc.
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Labor force participation remains below prepandemic rates

Labor force participation rate by gender, ages 25 to 54, seasonally adjusted

90 77
89 Women (right axis) 76
88

Men (left axis)

Labor force participation, men, 25 to 54 years %
Labor force participation, women, 25 to 54 years *»

87 74
86 Dec 2021 73
Jun 2019 Dec 2019 Jun 2020 Dec 2020 Jun 2021 Dec 2021
Source: US Bureau of Labor Statistics © 2022 The Conference Board, Inc.
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Early retirement is the main reason for leaving the labor force

Increase in the number of people not working,
by labor market status and expectation for 2022, change Aug-Oct '21 over Aug-Oct '19

1.90M

Unemployed

Want a job but not Likelihood of being

actively looking -0.T4M in the labor force in 2022
M High
Don't want a job - 0.76M I Medium
Low
Retired
Total (population 3.58M

16+ not working)

oM 1™ 2M 3M 4M 5M 6M 7™
Change Aug-Oct '21 over Aug-Oct '19 (in millions)

Source: The Conference Board calculations on
microdata from IPUMS-CPS, University of Minnesota © 2021 The Conference Board, Inc.
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Unemployed people are now finding a job more rapidly compared to early 2021

Percent of Unemployed Landing a Job

Number of people moving from unemployment to employment
as a share of the number of unemployed (% share)
32%

30%
28%
26%
24%
22%

20%
Jan Feb Mar  Apr  May  Jun Jul Aug  Sep Oct  Nov  Dec

Source: BLS, The Conference Board © 2022 The Conference Board, Inc
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Wages are growing historically fast

Average hourly earnings, 9-month annualized percentage change, seasonally adjusted,
total private industries, production and nonsupervisory employees

10%

8%
6%

4%

2%

9-month annualized percentage change *

0
0% December 2021

1991 1997 2003 2009 2015 2021

Note: Shaded areas represent recessions.
Source: US Bureau of Labor Statistics © 2022 The Conference Board, Inc.
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Wages have been rising especially fast in service and blue-collar jobs since
the start of 2021

9%

8%

7%

6%

5%

4%

3%

2%

2-quarter annualized percentage change

1%
0%

Employment Cost Index (private sector wages and salaries) by occupation,
2-quarter annualized percentage change, seasonally adjusted

Occupation group
M Service occupations
B Production, transportation, and material moving
M Natural resources, construction, and maintenance
B Management, professional and related

Sales and office

=

2021 Q3
2019 Q2 2019 Q4 2020 Q2 2020 Q4 2021 Q2

Note: Shaded area represents recession.
Source: US Bureau of Labor Statistics © 2021 The Conference Board, Inc.
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Job switchers now receive much larger increases in wages than job stayers

Median wage growth, 3 month moving average
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Source: Federal Reserve Bank of Atlanta © 2022 The Conference Board, Inc.
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Salary increase budgets in 2022 will be the highest since 2008

Salary increase budgets and structure movements

4
o)
o .
= Salary increase budgets
S 3
Q
o)
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g
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3
[
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0 Projection for 2022
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Note: The salary measures in the chart are an average of four specific groups of workers:
nonexempt hourly (nonunion), nonexempt salaried, exempt, and executive;
Shaded areas represent recessions.

Source: The Conference Board © 2021 The Conference Board
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Large variations in job recovery exist across states, with the Northeast and
Pacific regions lagging

Percent change in employment by state, February 2020 to November 2021

ND
-4 3% Percent Change

MN L |
3.7% -12.8% 3.9% ME
-4.2%

NH
-3.3%

CT
4.3%

A

Source: US Bureau of Labor Statistics © 2021 The Conference Board, Inc.
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GET SMARTER:
LABOR MARKETS

VIRTUAL EVENT
January 20, 25 & 27, 2022

Using Labor Market Data
to Make Better Business Decisions

Register now at
www.conference-board.org/labor-markets-course
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Enjoyed Today’s Program?

Continue the Conversation with our Experts in the...
Economy Strategy & Finance Center Community*

Next Experts Live: EXPERTS

Future Labor Shortages Risk by

Occupation LIVE

Tuesday, January 18
11 -11:30 am ET

Featuring: Gad Levanon, Vice President,
Labor Markets

https://community.conference-board.org/esf-center

* New digital platform designed to enable private discussions among experts and peer executives within the Economy, Strategy &
Finance Center and Councils. To learn more, contact: membership@conferenceboard.org.
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Interested in the latest Labor Market data and analysis?
Check out these two new resources from The Conference
Board Economy, Strategy and Finance Center!

The Conference Board®-The Burning Glass® Help Wanted OnLine®

In collaboration with the global pioneer in real-time labor market data and analysis, discover
critical insights into important labor market and US employment trends.

G)lg
<k, "
‘ ’ bu rni ngqlqss® https://conference-board.org/topics/help-wanted-online

TECHNOLOGIES

Labor Markets Charts Hub

Explore our new center for visual insights on the US labor market. Click through the image gallery and
scroll down the hub for new and up-to-date charts, graphs and maps covering all aspects of labor markets.

https://www.conference-board.orqg/topics/labor-markets-charts
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NOW AVAILABLE!

Conferences On-Demand

Discover the best of The Conference Board Conterences...
at your convenience, wherever you are!

Explore our growing lineup of Conferences
On-Demand and experience the full depth of

= \ the content at your own pace.
\

Y To register, visit
tv www.conference-board.org/conferences/on-demand/
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NEW Podcast Series: CEO Perspectives - Insights for What's Ahead ™

Hosted by our CEO, Steve Odland, this bi-monthly
series features in-depth interviews with thought
leaders from The Conference Board to provide
business executives with data-driven insights to

prepare them for what’'s ahead.

EERSPECERNE S

'nSights for Whatls AheadTM Listen & Subscribe

Available on our website at https://www.conference-board.org/podcasts/ceo-
perspectives-podcast or on most popular podcasting platforms, including:

@ ":E" kg e LISTEN ON
¥ Apple Podcasts *.1" Google Podcasts
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https://open.spotify.com/show/2Y7c9gtdZJqocXdak7MOY5

