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Some of the critical questions and issues we will be

answering today

= How is the Delta = How are the

variant impacting European Union
the economic and United
outlook for the US Kingdom faring
and global under this phase

economies? of the pandemic?
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= What is the

economic outlook
for the EU and UK
over the coming
year?

= How will the EU

and UK reengage
each other and
the rest of the
world as the
pandemic fades?
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CP E SIGN UP FOR
(NASBA) AVAILABLE CPE
v' Click the link in the CEU Request Widget to sign up CREDIT
for credit

v' Stay online for the entire webcast
v Click ‘ok’ for 3 popups that occur during the program

v Credit available for participation in live webcast only
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Rise of the COVID-19 Delta variant is impacting government policies and
consumer behavior
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Numerous forces at play as the US economy continues to grapple
with pandemic
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US economic recovery muted by the emergence of COVID-19 Delta variant

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

T BT
2020

Real GDP -51 | -31.2 | 33.8 -3.4 5.9 3.8 3.0
Real disposable income 3.1 485 | -16.6 | -83 | 547 | -31.0 | 1.0 0.0 1.0 1.5 6.2 2.7 -1.5 1.0
Real consumer spending -6.9 | -334 | 414 3.4 11.4 | 11.9 3.0 4.1 4.2 3.5 -3.8 8.1 4.1 2.8
Residential investment 20.3 | -30.8 | 60.0 | 344 | 133 | -11.5| -1.0 3.0 2.0 3.0 6.8 10.3 1.0 1.3
Nonresidential investment -8.1 | -30.3 | 18.7 | 12.5 | 129 9.3 0.9 51 5.0 5.2 -5.3 7.4 4.8 4.4
Inventory change (bln chn '12$)| -30 | -253 25 89 -88 -169 31 100 90 60 -42 -32 60 15
Total gov't spending 3.7 3.9 -21 | -05 4.2 -1.9 1.4 2.0 2.5 3.0 2.5 0.9 2.4 4.3
Exports -16.3 | -59.9 | 545 | 225 | -2.9 6.6 4.1 51 6.1 71 | -136 | 4.6 5.8 4.7
Imports -13.1 | -53.1 | 89.2 | 31.3 9.3 6.7 9.1 12.1 7.1 6.1 -89 | 142 | 7.6 4.1
Unemployment rate (%) 3.8 13.1 8.8 6.8 6.2 5.9 5.2 4.8 4.4 4.0 8.1 5.5 3.8

PCE Inflation (%Y/Y) 1.7 0.6 1.2 1.2 1.8 3.9 4.1 4.3 4.0 3.0 1.2 3.5 2.9 2.0
Core PCE Inflation (%Y/Y) 1.8 1.0 1.5 1.4 1.7 3.4 3.6 3.9 3.5 2.5 1.4 3.1 2.5 1.8

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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Global growth for 2021 is revised down slightly to 5.1 as the spread of COVID-19

Delta variant weighs on the outlook

Real GDP growth (%)

-3.4

United States 5.9

= Countries that saw relatively few cases in 2020

are seeing much higher case numbers this year,
and in some cases had to reintroduce localized
or even national lockdowns.

The impact is generally less pronounced among
other major emerging economies such as
Mexico, Brazil, Russia, and Turkey, and
economies with high vaccination rates, including
the US and throughout Europe.

However, if vaccination rates accelerate globally,
the negative economic impact should subside
over the next few quarters
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Source: The Conference Board Global Economic Outlook, September 2021
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Mobility indicators set the stage for return to normal economic activity in the near
term for most large EMs, but ASEAN countries are an exception

Mobility: weekly averages of trips to Grocery & Pharma and Retail

& Recreation (% change from prepandemic baseline) " Turkey emerged from lockdown
O [ —LatinAmerica ——ASEAN —india restrictions in mid-May, while mobility in
40 r Turkey —Russian Federation = South|Africa

India has climbed rapidly since June.
Footfall to stores and places of recreation
IS above pre-pandemic levels (roughly the
January 2020 baseline), though
seasonality may play a role as well.

= However, as new cases have risen
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Source: The Conference Board using data from Haver analytics
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New hospital admissions are low. The figure suggests that new government
restrictions to limit the circulation of the virus are unlikely

Daily new confirmed COVID-19 cases per million people

Shown is the rolling 7-day average. The number of confirmed cases is lower than the number of actual cases; the
main reason for that is limited testing.
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Weekly new hospital admissions for COVID-19
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Source: Our World in Data (Data accessed as of September 10t)
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Mobility indicators show a normalization in people’s behavior as restrictions
are lifted. Lower mobility associated with workplaces may become permanent

Mobility in Continental Europe Mobility in the UK
30 30

Monthly % change relatively to baseline (Feb 2020)
Average for Germany, Italy, France, and Spain

Monthly % change relatively to baseline (Feb 2020)
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== Residential (Inverted) ===\ orkplaces = Grocery & Pharmacy = Residential (Inverted) e=\\orkplaces = Grocery & Pharmacy
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Source: Google Mobility Data, TCB Calculations
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The devil is in the supply side of the economy: supply chain issues for

manufacturers in continental Europe and labor shortages in the UK could restrain

growth

UK: Job Vacancies

953

1000

o
o
(@]

o
o
[oe]

o o
o o
N~ ©

500
400

spuesnoy

Leoz \:\..,Ams\
FNON Amﬁ\imﬁ\
Leoz ng\:Cw\,
Leoz uep, Aoy
020z >OZ-Q®®
ONON Qw.wa\,
020z S?AmS\
QNQW Am.§im<\<
020z ng\-cmﬁ
020z cm7>02
6Loz \_OZ,me
610z dog. .,
6L0z S?\FS\
QNON A.Qéimﬁ\
6Loz “€p-ug,
6L0z cm.?\_oZ
8Loz >02,me
8L0z wa.s\,
8Loz \:\..,Ams\
%NON Am.S\imﬁ\
8Loz ngTcm\,
8Loz uep. Aoy
410z >oZ-Q®w
NFON Qw@:S\,
410z S?AMS\

300

Euro Area: Factors Limiting Production
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Inflation in Europe is not due to the overheating of the economy, but rather a
result of high energy prices and pandemic-related supply disruptions. These
cannot be addressed by monetary policy alone.

Inflation in the Euro Area Inflation in the UK
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Source: Eurostat, ONS, Haver Analytics
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Governments are playing a huge role in boosting the recovery. 18 months into
the pandemic, most mature economies face triple-digit public debt burdens

General government overall balance General government gross debt
% of GDP % of GDP
BRI R
(estimate) (estimate)
France -3% -9.9% -1.2% France 98% 113% 115%
Germany 1.5 -4.2 -3.5 Germany 60 69 70
Italy -1.6 -9.5 -8.8 Italy 135 155 157
UK 2.3 -13.4 -11.8 UK 85 104 107
US 5.7 -15.8 -15 US 108 127 133

Source: IMF, Fiscal Monitor April 2021
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Fiscal spending towards green economy
ramps up at different pace across Europe

Economic
and Social
Research Council

The scope of funding and timeframes provides insight into

the specific choices each government made in terms of
sectoral allocation.

Sectors France Germany L.Jmted
Kingdom
Railway infrastructure 470€| 15.5% | 5.00€ | 18.2% | 4.72£ |27.2%
4 Electric vehicles 3.38€| 11.1% | 6.90€ | 25.1% | 3.25£ [18.7%
top |Building energy retrofits 6.70€| 22.1% | 2.00€ | 7.3% | 4.60£ |26.5%
sectors |, drogen 2.00€| 6.6% |9.00€|32.7%|0.27¢€|1.6%
Total| 16.8€ 55% 229€ | 83% | 12.8£ | 74%
gr}een transition (Unspecified) co0€| 19.4% | 0.40€ | 1.5%
Air and maritime transportation | 2.10€ | 6.9% | 3.20€ |11.6% | 0.10f | 0.6%
E:‘é’;ﬁggi;i:rEhab"'tat'O" 3.15€| 10.4% |0.70€ | 2.5% | 1.33£ | 7.6%
Other
sectors |Urbancommuting and mobility |1.20€| 3.9% 2.253 [12.9%
Agriculture, Food, and Animals | 1.05€| 3.5% | 0.30€ | 1.1%
Nuclear 0.20€ 0.7% 0.67£ | 3.9%
Renewables 0.18£ | 1.0%
Total| 13.6 € 45% 4.60€ | 17% 45f | 26%
Total| 30.4 € 27.5€ 17.3£

Combining sectoral focus and implementation speed, we find salient differencesin

country strategies.
Slower implementation Faster implementation
. Germany: Focused acceleration of new
e E technologies and industries, as part of
sectors repositioningin global races.
oL United Kingdom: Gradually France: Spreadingresources to rapidly
Existing reorienting existing sectors (with support green reorientationin many
sectors some exploration of new ones) (mostly existing) sectors.

These do not necessarily imply that one green recovery strategy is better than

another.

Germany has been criticized for over-privileging industry and under-privileging

sustainability.

France’s strategy of spreading resources may dilute transformative effects.

The UK’s focus on large-scale technologies and infrastructures (such as nuclear
power, CCS, hydrogen) has been criticized as “a scattergun approach that is (...) likely
to be ineffective” (CREDS, 2020).

Pereira, Geels, Pinkse, Public investments in COVID-19 green recovery packages, The Productivity Institute, WP, June 2021, www.productivity.ac.uk



http://www.productivity.ac.uk/
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Both the COVID-19 and Brexit shocks are expected to weigh on the future of
the UK. Recent events send mixed signals

Scenario 1: Scenario 2: Scenario 3:
FALL APART RESILIENT BRITAIN MUDDLE THROUGH
The UK loosens its The UK realises it
Referenda for .
: European ties and becomes a rule-taker
independence take :
: strengthens its global
place in Northern : : - "
dimension. Existing competitive
Ireland and Scotland :
sectors, together with a
. Regulatory freedom weak Pound, allow
The pandemic : : :
. spurs innovation and output growth to remain
generates social . :
: growth positive but at survival
tensions rates

Unclear political effect Aggressive trade policy

on the EU Policy fails to drive

EU-UK relations suffer change
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Labor productivity growth has slowed in both the UK and the EU

All Mature United
Economies States

United
Japan Germany Kingdom France EU-14 EU-13 EU-27

Growth of GDP per Hour Worked
2000-2007 2.1 2.2 15 15 2.1 15 1.2 5.1 19
2011-2019 1.1 0.6 10 1.0 0.3 0.9 0.7 28 11
2018 1.1 10 0.0 -0.1 04 0.4 0.0 42 0.8
2019 1.3 15 12 0.5 0.0 0.9 0.6 3.8 12
2020 1.2 2.6 -1.2 0.2 05 0.4 0.9 0.9 0.2
2021 (Forecast) 1.9 2.3 10 14 0.7 2.0 0.8 4.3 16

* How do EU and UK compare interms of = What are EU and UK doing to strengthen

competitiveness in global economy? their position in global cooperation?
= How resilient are economies to external » |s there a clear direction in terms of
shocks? managing changes in global economy?
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The UK is less global than it used to be: inward investment, trade, and
Immigration have suffered since Brexit

The UK is traditionally The UK economy is open to Immigration was a discussion
a welcoming place for trade. Half of exports go to point in the Brexit campaign.

inbound FDIs. Lessso  the EU. That portion is Brexit put an end to the easy EU-
recently. Outward flows  suffering because of Brexit. UK labor mobility. Today’s labor
of FDI grew as aresult  Exports to other countries shortages are a result of that
of Brexit are not (yet?) offsetting the (along with pandemic-related
loss disruptions)
Average 2005- . . - Ao
2020, % of Oult:vg?r In;vg{ Using the ONS’s May Cost of
GR 2021 data, the CER Brexit for
France 2.4% 1.1% model finds that leaving trade = £10
Germany 25 11 the single marketand L billion
customs union has .
Italy 1.6 1.0 reduced total UK goods tsr'lolrtfa” (Ijn
trade by £10 bi”ion’ or ota goo S We murst break free of the EU and take back con
. 19 33 13.5%. ] trade rq o~ Fu 4 =3
us 1.6 1.5 s : |
- NR450 752752 e
Source: OECD Source: CER, The cost of Brexit, May 2021 Photo by Jack Taylor
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Join our next Economy Watch webcast:
Global Economic Outlook for 2022 and Beyond

Moderator
October 13, 2021
Click here to register
for this webcast or the
entire series

Erik Lundh

Principal Economist
The Conference Board
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Economy, Strategy & Finance Community has launched!

Connect with experts and peer executives in a private virtual space for Economy, Strategy & Finance
Center members, Councils, and Advisory Boards

Join our ESF community where you will
be able to:

Economy, Strategy, and Finance Center

News Discussions ESFMembers Experts Live Events  Tags

O R— - Post questions or start a
e m————o—— [ 2 discussion to address key business
et ik 1 oo b S challenges

* Interact with colleagues and

m—— experts
Pk * Register for Experts Live—live
! discussions with experts on hot
e e business topics

Interest: Xpert?
Click the butf our Experts
event
Experts Live Events

Exclusive to members of the Economy, Strategy & Finance Center
For more information, contact: membership@conferenceboard.org

24  © 2021 The Conference Board, Inc. | www.conferenceboard.org



mailto:membership@conferenceboard.org

|
'

MERGER INTEGRATION
CONFERENCE

VIRTUAL EVENT
Sept 30 - Oct 1, 2021

This event is Complimentary for
The Conference Board members.

A |
Register now at www.conferenceboard.org/mergerintegration
’ t\ < !
-
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NEW Podcast Series. C-Suite Perspectives - Insights for What's Ahead™

Hosted by our CEO, Steve Odland, this bi-monthly

| e series features in-depth interviews with thought

\ 1) o Ry leaders from The Conference Board to provide senior
C-SUIT ; and C-suite executives with data-driven insights to

PERSPECTIVES > prepare them for what’s ahead.

Insights for What’s Ahead™ Listen & Subscribe

3
e .
-

e

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

@ ":E" kg e LISTEN ON
¥ Apple Podcasts *.1" Google Podcasts
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https://www.conference-board.org/podcasts/c-suite-perspectives-podcast
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https://podcasts.google.com/feed/aHR0cHM6Ly9jc3VpdGVwZXJzcGVjdGl2ZXMubGlic3luLmNvbS9yc3M?sa=X&ved=0CAMQ4aUDahcKEwjI8MDA4LfwAhUAAAAAHQAAAAAQAQ&hl=en
https://open.spotify.com/show/2Y7c9gtdZJqocXdak7MOY5

myTCB"

Sign in to enjoy customized, convenient access to the full range of
Member benefits — the latest research, benchmarking & data tools,
peer networks, and events delivering Trusted Insights for What’s Ahead.

Watch this short video to get started.

By Conferences & Data & Center & Access My Calendar
Member Events Benchmarking Councils Experts

MY LATEST RESEARCH & INSIGHTS TRENDING TOPK

Featured Insights

Emerging Markets View: Falling
infection rates set the stage for
continued recovery

17 March, 2021 | Economy Watch Reports

1 e

Salary Increase Budgets for Achieving Ambidextrous C-Suite Challenge™ 2021:
¢ 2021: Results of the 2020 Leadership: Driving “Perform Leading in a Post-COVID-19  «
Follow-up Survey & Transform” Innovation for
Step-changed Business Results
25 March, 2021 | Publication ly Calendar
+ Data-driven Approach for

fanaging a Direct-contracted
rovider Network

F >
—
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