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Growth Has Been Resilient
Economic activity on track to grow by 2.7% 4Q/4Q this year and 2.0% in 2025.
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Source: BlueChip, Bureau of Economic Analysis, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Consumption Is the Backbone of Economy

Services spending has stabilized at a healthy pace, with continued strength in
discretionary. Goods have started to rebound off lower interest rates.

Real Consumer Spending, %Y
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Source: Bureau of Economic Analysis, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Household Balance Sheets

Wealth gains across financial and real estate have been unprecedented, leading to
spending impulse among savers and homeowners.
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Source: Bureau of Economic Analysis, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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The Bifurcation

Higher-income households have been main beneficiaries of lofty asset prices and fixed
rates debt.

YoY Change in Interest, Dividends, Rent, and Property Excess Savings by Income Quintile (Relative to 2019), $
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Source: Bureau of Economic Analysis, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Credit Availability and Inflation Pinching Buying Power

For lower-income households, elevated price levels and tight lending standards continue
to strain spending ability, but conditions are improving.
Revolving Consumer Credit, %Y Real Average Hourly Earnings of All Employees
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Source: Federal Reserve Board, Bureau of Labor Statistics, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Housing Will Determine Cycle

Rate insensitivity on the way up may mean insensitivity on the way down. Affordability
remains challenged, dampening housing recovery.

Affordability has improved, but is still challenged Effective mortgage rate is 200bp below prevailing rate
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Source: NAR, Freddie Mac, US Census Bureau, BLS, Morgan Stanley Wealth Management GIO. Data as November 8, 2024.
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Labor Market Is Decelerating
Demand for labor has cooled and consumers know it.

Change in Total Nonfarm Payroll (3MMA, Thous) (LHS)

== JOLTS: Job Openings: Total (EOP, SA, Thous) (RHS)
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Source: BLS, Conference Board, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Hiring Has Slowed, but Layoffs Remain Low
Layoffs remain subdued and workers are staying in the labor market.
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Source: BLS, BEA, DOL, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Inflation on Track to Reach 2%

Goods remain deflationary, while services disinflationary. Monthly pace consistent with
reaching 2% goal. Weaker inflation prints could justify larger cuts.
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Source: BLS, BEA, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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Fed Views: Change in Risks

Risks to inflation have moderated significantly while labor market risks are rising.
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Source: Federal Reserve Board, Morgan Stanley Wealth Management GIO. Data as of September 18, 2024.
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Divergence in Market Expectations

Markets are pricing in steeper cuts this year and next. Pivot toward rate cuts has
increased odds of a soft landing.

Target Federal Funds Rate Projections, % Recession Probability in Next 12 Months Based on 2Y10Y Yield Curve
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Source: Federal Reserve Board projections, Bloomberg, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.
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MORGAN STANLEY RESEARCH

Trump Trade
1. Tariffs

2. Immigration
3. Taxes

4. Market Implications

Source: Congressional Budget Office, Bureau of Labor Statistics, Bureau of Economic Analysis, Morgan Stanley Wealth Management GIO. Data as of October 4, 2024.
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MORGAN STANLEY RESEARCH

Tariffs
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Source: Morgan Stanley & Co. Research estimates, Morgan Stanley Wealth Management GIO. Data as of November 8, 2024.

US ECONOMIC LANDSCAPE NOVEMBER 2024 14



Morgan Stanley

MORGAN STANLEY RESEARCH

Immigration

Changes in immigration can affect both aggregate supply and demand, as large negative net immigration can lead to
weaker consumption spending, a smaller labor force, and may drive down investment spending. Supply effect of
immigration has been powerful in the past year, expanding labor supply and contributing to disinflation.

Immigration, millions
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Source: CBO, BLS, Morgan Stanley Wealth Management GIO. Data as of August 7, 2024.

US ECONOMIC LANDSCAPE NOVEMBER 2024 15



Morgan Stanley

MORGAN STANLEY RESEARCH

Taxes & Deficit

The largest direct impact to the deficit over the next 10 years will be tied to tax policy. Republican sweep will push for a full
extension of the TCJA, including keeping corporate tax rate at 21% and extending child tax credits and key business
provisions.

Deficit Path: Change ($ billion)
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Source: Morgan Stanley & Co. Research estimates, Morgan Stanley Wealth Management GIO. Data as of June 14, 2024.
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MORGAN STANLEY RESEARCH

Market Moves

Wider deficit and inflationary policies move yields higher. Higher interest rates and weaker global growth strengthen the dollar.
Equities rise off deregulation and tax cut prospects.
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Source: Morgan Stanley Wealth Management GIO, Bloomberg. Data as of November 8, 2024.
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Disclosures

Morgan Stanley Wealth Management is the trade name of Morgan Stanley Smith Barney LLC, a registered broker-dealer in the United States. This material has been prepared for
informational purposes only and is not an offer to buy or sell or a solicitation of any offer to buy or sell any security or other financial instrument or to participate in any trading strategy.
Past performance is not necessarily a guide to future performance.

This material has been provided by Morgan Stanley Wealth Management for Financial Advisors and Private Wealth Advisors and cannot be distributed or used with members of the
public. This material has been prepared for informational purposes only and is not an offer to buy or sell, or a solicitation of any offer to buy or sell any security or other financial
instrument, or to participate in any trading strategy and has been prepared without consideration of an individual's investment objectives, risk tolerance or financial circumstances. The
products and services highlighted are ideas only. Before making a recommendation, the FA/PWA, must (i) have a reasonable basis for such a recommendation, (ii) take into account
the client's circumstances, objectives and risk tolerance to ensure it is appropriate for the client, and (iii) inform the client about the specifics of the investment as well as facts that the
client may need to make an informed decision, including but not limited to the information shown below.

This is not a research report and has not been prepared by the research departments of Morgan Stanley Wealth Management or its affiliates. Please note that in some circumstances,
information herein may vary from the recommendations or views expressed in other materials or research on the same security. This may be the result of differing time horizons,
methodologies, market events, or other factors. It is important that FAs and PWAs adhere to all solicitation policies and procedures.

Third-party data providers make no warranties or representations of any kind relating to the accuracy, completeness, or timeliness of the data they provide and shall not have liability
for any damages of any kind relating to such data.

This material, or any portion thereof, may not be reprinted, sold or redistributed without the written consent of Morgan Stanley Smith Barney LLC.

© 2024 Morgan Stanley Smith Barney LLC. Member SIPC.
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