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The COVID-19 pandemic has created different stratified economic “winners” and “losers.”
Restaurants forced to close in hard-hit pandemic areas may find themselves on the losing side
of the coin. But on the other hand, grocery stores in those same locations where consumers are
cooking more at home may find themselves in a better position.

Scenarios such as these are contributing mixed signals to an already uncertain situation fueled by
changing consumer trends and a rocky job market. Factor in record-breaking stimulus and some
positive news for the stock market makes for a difficult recovery to predict.

Comparing to the Great Recession

The uncertainty now can be contrasted to the Great Recession, which by historical standards and
particularly compared to this recession, was slow-moving. There were points in 2007 and 2008,
where nearly every indicator was negative for many months at a time, signaling ongoing continued
weakness.

With the COVID-19 recession, there was an initial shock that sent every indicator into negative
territory in late March and into April, followed by numerous mixed signals since. The economic
ramifications are unknown due to the record pace of the stimulus enacted. Compared to historic
government standards, the stimulus was very fast and aggressive. Consumers received enhanced
unemployment benefits and stimulus checks, while businesses took advantage of the PPP
programs.

These actions provide a sense of being able to survive the COVID-19 recession, as long as the
stimulus doesn't run out before the economic recovery picks up. But what we see from the
economic data is the oscillation in those signals versus the clear direction that might have resulted
in previous economic cycles.
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Prevedere industry dashboards provide a better understanding of this. The dashboard is a report
covering some key economic indicators that our economist team is watching month by month. Our
team is looking for directional signals of recovery across industries.

Food and Beverage Economic Outlook

One example is the food and beverage space, which monitors demand for products sold into
grocery stores, restaurants, and convenience stores.

FOOD AND BEVERAGE (US C a [ mic Impact
All Categories: Look at these indicators to understand how they are placing upward or downward pressure on the Food and Beverage Industry. Last Refresh: 07-13-2020
Category Indicator Relationship  Next Update Apr2020 May 2020 Jun 2020 Jul 2020
First-Mover Data Consumer Staples ETF (XLP) Procyclic 0. S & + & HIGHLIGHTS
Food and Beverage ETF (PBJ) Progyclic 4 4 4 4
Rail Tr Food Products Pracyclic & 4 4 $ In July, 3 out of 7 indicators are
Weekly Economic Index Procyclic < 4 4 & signaling economic improvement
Food Food Prices in the US (Producers) Procyclic 08-11-2020 & 4 &
Industrial Production of Food Procyclic + + In June, 8 out of 10 indicators are signaling
Price of Eating e 1o Food at Home Procyclic <+ & economic improvement.
Retail Sales at Grocery Stores Progyclic 07-16-2020 o o~
Beverage Beverage and Tobacco Manufacturing Industrial Capacity  Procyclic 7-16-2020 & ¥ SIGNALS FOR RECOVERY
Bex Prices in the US (Producers) Procyclic 4 ¥ L
Manufacturers' Shipments of Beverar Procycli 0; .
e B VpET o Seweras rri e . + + In the past month, 0 out of 7 indicators
Retail Sales at Bars Procydlic 07-27-2020 + 4 turned from red to green
Consumer Health and Consumer Spending Plans en Groceries: Next 6 Months  Procyclic 4 4 4 L
Behavier Goo P Grocery ivery” oCy
Google Search “Grocery Delivery Procyclic 4 4 + + In the past 2 months, 2 out of 10
Googla Sach Rrlaurant Procychc + ¥ 4+ indicators turned from red to green
bless Claims Countercyclic  07-17-2020 & 4 4 4
Percent Green 3% 44% 80% 43%

4 up

J Downward pressure on industry

ard pressure on industry

Trying to predict demand in this phase of the crisis is challenging, given that some channels have
disappeared, and other channels, such as grocery stores, have increased. The first wave of the
pandemic was in April, with many closures across almost every state. There weren't many positive
trends, with a significantly low number of green arrows on the month-to-month change. Keep in
mind that April indicators reveal March change, while May indicators show April changes.

Looking into June, optimism was burning high. Asia had a swift recovery, followed by Europe. While
the U.S. got hit hard initially, the number of cases fell rapidly. Going into June, economic signals
were positive, especially compared to a very poor April and May. Unfortunately, after the June rise,
we entered July with some early signs indicating June was a good recovery month, but not good
enough to return to pre-recession levels. That is concerning in several ways.

The percentage of green arrows shows an 80% improvement in June, followed by a mixed bag as
move through July. Because we're only midway through July, data lags with some of the monthly
data releases. As data comes out, we can fill in this dashboard to get a clear picture of what those
economic signals are telling us. Currently, what we're seeing is an excellent example of micro-
recessions with weakness in July.
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Automotive Economic Outlook

It's not going to be a linear trend for recovery. This is true when we look at other industries such
as automotive.

Looking across different indicators in the automotive space, grouped into categories, initially, the
stock market and financial signals were favorable, unanimously hitting bottom in March or April
and then showing some positive signs. Now those same signals are starting to weaken again. It's an
exciting trend that may be due to an over anticipated recovery that is now beginning to cool off.

AUTOMOTIVE (US): Co 1s Predictive Indicators for Economic Impact
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All Categories: Look at these indicators to understand how they are placing upward or downward pressure on the Automotive Industry.

Category Indicator Relationship  NextUpdate Apr2020 May 2020 Jun 2020 Jul 2020
First Mover Data Procydic o 20 & o & HIGHLIGHTS
Counter <+ & L
Counter + & L In July, 3 out of 6 indicators are
Countercycic  07-16-2020 4 <+ & & signaling economic improvement.
Consumer Activity Architectural Billings Index: Residential Procydlic o7- &+ <+
& & & In June, 7 out of 12 indicators are signaling
ns: Adults 18+ 8 2 <4 <+ & L3 economic improvement.
Personal Consumption Expenditures: New Autos  Procycli 07-27-2020 <4 +
Transportation and Production  Durable Goods Production, Consumer Autos <4 & SIGNALS FOR RECOVERY
+ ¥ o
» X - M + + + In the past month, 2 out of 6 indicators
Vehicle Miles Traveled 08-09-2020 & 4 turned from red to green.
Financial Advance Auto Parts Inc Stock Price Procyclic 07-14-2020 L 4 L &
First Trust NASDAQ Global Auto ETF e 4 > & In the past 2 manths, 5 out of 12
Moody's Baa Corporate Bond Yield n 5 4 L indicators turned from red to green,
S&P 500 Procydic 07-14-2020 4 4 4 4
|
Percent Green 3% 25% 58% 50%

4 Upward pressure on industry

»  Downward pressure on industry

Fundamentals from the consumer view, such as big-ticket purchase plans, auto spending intentions,
or purchase deferrals have been negative with perhaps the start of some signals of optimism.
Overall, it's close to 50-50 across the board when you group these economic signals. One of the
lessons here is not to rely on one indicator because it could provide a singular, pessimistic view.
Conversely, a different single indicator might indicate recovery when conditions are still weak. To
get a balance, look across a critical set of indicators.

Recovery is going to be weak, and it's going to vary. It's likely going to oscillate through the coming
months. Recently, there was talk of V-shaped or U-shaped recovery, but now it may be more like
a W-shaped, up and down like a seesaw, as we go through these micro-recessions and micro-
recoveries.



Steel Economic Outlook

The steel industry is another example where we see sectors, such as domestic demand, with poor
indicators. However, global indicators from China show some positivity in steel. Together, they
present a mixed bag for the steel industry. You want a more uniform recovery across the different
sectors of steel.

STEEL (US): Coronavirus Predictive Indicators for Economic Impact
All Categories: Look at these indicators to understand how they are placing upward or downward pressure on the Steel Industry. Last Refresh: 07-13-2020
Category Indicator Relationship  Next Update Apr2020 May 2020 Jun 2020 Jul 2020
First Mover Data Jobless Claims Countercyclic  07-17-2020 A 4 4 D HIGHLIGHTS
Steel ETF (SLX) Procyclic 07-14-2020 4 L L &
‘Weekly Economic Incex Procyclic 07-20-2020 & L L & In July, 5 out of 7 indicators are
WTI Crude Oil Prices Procyclic 07-14-2020 + 4 + 4 signaling econamic improvement.
Global Demand China Mfg Purchasing Managers Index Procyclic 07-31-2020 4 4 +
China Steel Futures Prices Procyclic 07-31-2020 L L L In June, 9 out of 12 indicators are signaling
Global Business Confidence: Manufacturing Procyclic 08-12-2020 + LS economic improvement.
Global Materials ETF (MXI) Procyclic 07-14-2020 £ 4 A 4
Domestic (USA} Demand Auto Sal Procycl 07-27-2020
omestic (USA) Deman o seles rocyclic ¥ v SIGNALS FOR RECOVERY
Average Weekly Hours Manufacturing Procyelic 08-05-2020 < & <+
Billings Index Procyclic 07-25-2020 i
+ t 3 In the past month, 0 out of 7 indicators
Steel Leading Indicator Procyclic 07-29-2020 + iitriad fron e o green;
Supply Chain Baltic Dry Index Procyclic 07-14-2020 4 A 4 4+
Cass Freight Expenditures Procyelic 07-16-2020 + & In the past 2 months, 3 out of 12
Manufacturing New Orders Index (ISM) Procyclic 07-31-2020 &+ & L indicators tuned from red to green
Rail Traffic Carloads Metals & Products Procyclic 07-14-2020 & ¥ L g

s
R
]
R
~
v
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Percent Green 1%

A Upward pressure on industry

r  Downward pressure on industry

U.S. Economic Outlook

Our U.S. dashboard covers the total U.S. economy and has a variety of up to 20 indicators that
we're monitoring. It includes the Weekly Economic Index, which is a reliable weekly proxy for GDP
that relies on real data. There are no estimates, forecasts, or expectations, but actual data such
as electricity consumption, transportation shipments, and transactions like retail transactions, to
gauge what GDP is going to do.
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US ECONOMY: Cc

Last Refresh: 07-13-2020

Category Indicator Relationship  Next Update Apr2020 May 2020 Jun 2020 Jul 2020
“Business Investment verage Weekly Hours - Retail “Procyclic 708-05-20 4 £ & ) HIGHLIGHTS
| Business Sentiment Procydlic + <+
omic Index Procydic 07-20-2020 + 4 4 4 In July, 6 out of 10 indicators are
less Claims Countergyclic  07-17-2020 + 4 o S signaling economic improvement
Transportation and Tourism Google Search “Travel Cancellation Countercyclic <4 L 5
1SM Services Index procyclic <+ & In June, 8 out of 14 indicators are signaling
Restaurant and Bar Sales Procyclic + A ecanomic improvement
Sentiment: Vacation Travel Next 6 Months Procydlic + & & +
Consumer Big Ticket Purchases Auto Sales Procyclic 4 &4 SIGNALS FOR RECOVERY
Consumer Sentiment - Discretionary Spend Procydlic + <+ &
Global Luxury | Procydlic
g s + + + + In the past month, 3 out of 10 indicators
jome Building Permits Issued Procyd
Home Building Permits Issue ocyclic <+ < turned from red to green.
Logistics and Manufacturing Economi icy Uncertainty Countercyclic 07-14-2020 <+ L d @ <4
Industrial Pro Procyclic 4 <4 In the past 2 months, 2 out of 14
Overtime for Hor Procyclic + + + indicators turned from red to green.
Purchasing Managers Index - Mfg Procydlic + <+ g
Financial Financial Stress Index Countercyclic ~ 07-17-2020 b 4 & 4
S&P 500 Procyelic 07-14-2020 5 4 Y 5 4 Upward pressure on economy
US High Yield Index Option - Adjusted Spread Countercyclic 07-14-2020 4 4 5 4 J Downward pressure on economy
VIX Volatility Index Countercyclic ~ 07-14-2020 4 5 &+ L
Percent Green 25% 50¢ 57% 80°

After a couple of months of recovery, July is looking weaker, which is concerning because we're
still nowhere near pre-recession levels. When it comes to the summer months, phrases like “the
summer of shock” come to mind as expiring unemployment benefits will cease at the end of the
month.

Things may change because there’s movement in Congress to consider expiring benefits and the
number of people still on temporary unemployment. Americans are getting their jobs back, and
news jobs are being created, but not at the pace to fill all positions that were lost.

Before considering the expiration of those unemployment benefits, the trends are already signaling
amixed bag using the economic indicators that we're following. This summer will experience micro-
recessions, micro-recoveries, and winners and losers. This is already clear based on the need to
continue to social distance. It generates a mix of new business opportunities in some areas and
weaknesses in other areas that were strong before the recession. However, some sectors are
going to get left behind.

Optimism and uncertainty don't mix in the long run. In many ways, the stock market is a measure
of confidence because it's an expectation of future earnings, showing some optimism. But at the
same time, there's volatility in the day-to-day markets and uncertainty reflected in consumer
sentiment surveys.

There will be some businesses that overshoot and overinvest and end up having to pull back
months later. And then there's going to be other industries that were left behind, which might see

a quicker recovery.

Either way, U.S. economic recovery will be bumpy and likely come in waves.
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Complimentary Economic Leading Indicator Access

As the U.S. transitions into the recovery phase of the COVID-19-induced recession, it is more
important than ever to have access to timely, reliable data and expert economic analysis to help
guide forecast decision making and re-planning. To meet this need, Prevedere has created a
complimentary Economic Outlook Weekly report.

The report provides executives with leading indicators to watch that offer an unbiased view of the
evolving economic landscape. The Economic Outlook Weekly reportis emailed weekly and includes
a range of demand and supply-side factors to cover the full spectrum of economic activity. Each
indicator is displayed graphically and updated automatically as new information is released. There
is no charge to receive this service. Sign up for your complimentary access here.

Complimentary Economic Outlook Weekly Services Include:
* Macro view of key recession economic indicators
* Regular economist reports offered as information becomes available
* Weekly updates to your inbox
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