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About this document

The monthly brief is intended to inform executive teams,
boards and investors on the state of the economy. It has been
prepared based on data as of October 27, 2023.

Each brief includes a summary of global business-relevant
macroeconomic developments, and a set of indicators that
track the overall health of the economy, business activity and
consumers.

Read our latest point of views:

Harnessing the
power of voluntary
carbon markets
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See our recent monthly macro briefs:

September: Autumn headwinds
July: Manufacturing blues
June: The thorn of inflation

May: Bifurcated economies

For more information about Macro Foresight, visit
www.accenture.com/macroforesight.
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October 2023
Executive Summary

Common global
themes

Regional
highlights

Key
considerations
and priorities for

clients

Post-pandemic normalization of the global economy continues to be marked by slowing growth, but also increasing geographic divergence
- This divergence reflects, among other things, country differences in: (1) the maturity of services sector rebounds, (2) pass-through of
higher rates to economic activity, (3) energy and manufacturing-intensiveness, and (4) exposure to China’s economic slowdown
- Latest data suggest the US economy continues to be among the most resilient (though growth is likely to downshift in Q4), whereas
Europe is again flirting with recession (weighed down by a languishing German economy); India and GCC states remain outperformers.
Despite their divergent growth trajectories, most major economies are still contending with elevated core inflation. This is prompting central
banks to err on the side of maintaining a tighter monetary policy stance so as not to risk a reversal of disinflation progress achieved thus far.
As markets have repriced to this likely “higher-for-longer” reality, financial conditions globally have re-tightened. Most notable has been the
run-up in long-term government bond yields throughout October (especially in the US), which is intensifying financing pressures on companies.
The Israel-Hamas war is contributing to higher geopolitical instability and risk of renewed supply disruptions. A spread of this conflict to the
wider Middle East region could further disrupt energy supplies and regional shipping routes and reverberate around global supply chains.

Americas Europe, Middle East and Africa Asia-Pacific
Companies in the US are facing growing * In Germany, the government’s “10-point + Growing green economy investments in
financial pressure from both higher interest action plan” is the latest among industrial China are providing some offset to an
rates and commercial insurance costs policies globally to boost competitiveness otherwise faltering economy
In Brazil, recently-introduced consumer debt « Inthe UK, higher-for-longer rates could + In Japan, continued Yen weakness is
renegotiation programs could help uplift raise risk of another financial stress episode creating an earnings tailwind for many
sluggish consumer spending « The UAE is receiving record FDI after recent export-oriented companies

investment reforms and promotion efforts

Companies should plan for scenarios of increasingly-divergent economic and financial outlooks across their geographic markets. This
includes the possibility of certain economies such as the US skirting recession, while others experience deeper downturns, climate-related
shocks, or currency and debt crises. Certain regional geopolitical conflicts may also disproportionately impact their more proximate markets.
A higher interest rate regime reinforces the importance of stronger financial and operating discipline. Companies with large near-term
refinancing needs, recent margin erosion, or unprofitable business models reliant on growth narratives will face the most market pressure.

Inventory management is also likely to become more challenging in a high cost of capital environment. Incentives for precautionary stocking
in response to greater macro and geopolitical uncertainty will have to be balanced against higher inventory carrying costs.

> Source(s): Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.



Companies should assess their exposure to divergent growth trajectories among
geographic markets and a higher-for-longer interest rate environment

Top-of-mind questions for business executives to consider

“How sensitive is our “Do our debt refinancing “In a higher-for-longer
revenue base to increased needs and securities rate environment, does
divergence in economic holdings leave us the supply resilience we
trajectories among our key particularly exposed to gain from a more ‘just-in-
geographic markets?” rising rates and/or at risk case’ inventory approach
of increased liquidity outweigh the higher
pressures?” inventory carrying

costs?”

> Source(s): Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.



Expectations of “higher-for-longer” rates have steepened yield curves and are placing
upward pressure on companies’ longer-term financing costs

Recent shifts in long-term yields AS OF OCT 27
Evolution of 10-year government bond yields in 2023 Change in spread between 10-year and 2-year govt. bond yields
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Note: Yield data is as of October 27, 2023.
Source(s): Refinitv, National Central Banks, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.



Most economies are back to pre-pandemic GDP levels but not to pre-pandemic growth
trajectories; slowing growth will amplify shortfalls and drive regional divergence

GDP recoveries since pandemic

GDP shortfall relative to pre-pandemic growth trend and recent

Latest real GDP level compared to start of pandemic
growth momentum

Asia- China UAE *
Pacific India Brazil .
Australia Saudi Arabia .
South Korea Australia *
Japan us *
Middle - UAE Italy 0
East & Saudi Arabia China .
Africa South Africa Canada 3
us South Africa L 2
Brazil Japan .
Mexico South Korea . Slowing growth will
Canada European economies are Mexico 2 2 n;ake it harder for
barely above their pre- s POl ) these economies to
Europe Ita!y pandemic size after 3 years, a France 1 | make up their large
Spain large divergence from faster UK ! * 1 GDP shortfalls,
UK recovery progress of APAC Germany : 'S : < Iefavmg them at risk
and Middle East economies . of permanent
France India : * : scarring effects
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Cumulative GDP shortfall relative to pre-pandemic trend
Note: “Latest” data is as of 2023:Q3 for US, Germany, Spain, China and South Korea; for all other countries data
is as of 2023:Q2.
Source(s): Haver Analytics, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.

€ Latest annual GDP growth rate vs. 4 quarters prior



Latest data points to continued.”ca.tch-d.own"_ of §ervices to the weakness in
manufacturing, as well as ongoing inflation stickiness

Country economic momentum snapshot

Services Manufacturing Consumer spending Employment CPlinflation

AS OF OCT 27

2023 Feb Mar Apr May Jun Jul AugSep Oct|Feb Mar Apr May Jun Jul Aug Sep Oct|Feb Mar Apr May Jun Jul Aug Sep|Feb Mar Apr May Jun Jul Aug Sep|Feb Mar Apr May Jun Jul AugSep

USA*
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Americas
Mexico
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Italy

‘ .
Middle East and ¥y South Africa
Africa @ Saudi Arabia

Asia Pacific

-59 % -
= data not available 40 60 40 60 5% 10% -0.4% 0.5% 15% 0%

Note(s): Services and Manufacturing metrics refer to PMI services activity and PMI manufacturing output as provided by S&P Global and may include preliminary “flash” figures, shading is based on most recent result. South
Africa and Saudi Arabia manufacturing numbers refer to the whole economy. Consumer spending shading based on real retail sales growth SMMA percent change except for Australia which is based on Q/Q % change.
Employment growth is derived from employment figures as provided by government authorities. CPl uses harmonized figures for Euro Area countries.

> Source(s): S&P Global, Haver Analytics, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 8



A growth downshift remains the base case for the US as consumer and financial headwinds
intensify; Europe’s slowdown is further along, especially for manufacturing-led economies

Latest economic outlooks: Americas and Europe

Key recent datapoints

Base case outlook

AS OF OCT 27

What to watch for

Strong Q3 GDP growth confirmed that summer-
time consumer spending buoyed the economy
Core CPl inflation re-accelerated in September

PMIs and other business surveys suggest further
deterioration in activity in recent months
Headline and core inflation eased slightly in Sep

Central bank cut rates for third consecutive
month in Sep despite slight inflation uptick

Slowing consumer spending and lagged effects
of ongoing rate hikes are likely to materially
downshift the economy’s growth path from Q4
onwards

Tight financial conditions, weakening external
demand and housing market distress are
expected to keep growth muted in the near term

Consumer spending supporting growth

resilience on the back of strong labor dynamics
and stabilizing inflation

* Sharper pullback in consumer spend as
student loan payments resume in Q4

* Economic disruptions from UAW strike
and potential government shutdown

* The effectiveness of recent tax cuts in
stimulating new homebuilding

» Tax changes from recently approved
fiscal reform

Americas % us
* Canada
@ Brazil ’
Europe * UK .

Germany

' ' France

Declining trend in retail sales continued in Sep as
households struggle with high cost of living
Labor markets tightness is receding, but nominal
wage growth remains elevated at nearly 8% yoy
Ifo business climate index rose slightly in Oct,
reversing a downward trend since Apr 2023 and
suggesting marginally improved expectations
Headline inflation fell sharply in Sep to 4.3%, the
lowest since the start of the Ukraine war

Inflation remained sticky in Sep at around 5.5%
Manufacturing activity in Oct shrank at a faster
pace due to weak demand

* Business sentiment worsened in Oct across

sectors

Growth is likely to slow further in Q4'23/Q1'24 as
lagged impacts of high interest rates work their
way though economy, particularly through
mortgage cost pressures on households

A mix of weakness in global manufacturing,
slowing export demand from China, high energy
costs and housing market distress are likely to
keep Germany’s economy in a mild recession
over the coming quarters

Tepid services activity removes a key growth
support pillar, but fiscal support measures and
still-high household savings buffers are likely to
buttress consumer spending and help the
economy skirt recession

* Recent sharp rise in long-term
government bond yields could trigger
another financial stress episode

* The three-party coalition government
continues to debate whether and how
to implement proposed industrial
policies to stimulate domestic industry

* Legislation on an early deadline of
annual price negotiation with large
manufacturers to force a 5-15% drop in
food prices

> Source(s): Accenture Strategy analysis

Copyright © 2023 Accenture. All rights reserved.



China is expected to transition to slower growth path as it confronts structural challenges;
Japan and India’s recent resilience will be tested in coming quarters as global growth slows

Latest economic outlooks: Asia-Pacific

Key recent datapoints

Base case outlook

AS OF OCT 27

What to watch for

Asia Pacific

o China

® Japan
- India .

a Australia

Higher-than-expected Q3 GDP growth and
manufacturing PMI in Oct suggest some
stabilization of economy’s recent negative
momentum

Property market remains in freefall, as home
sales, prices and investment weakened further in
October

Yen depreciated to its lowest level vis-a-vis USD
since 1990

* Improving business sentiment (per Tankan

survey), with confidence among large non-
manufacturers reaching highest level since 1991

Continuation of strong business activity in Sep
in both manufacturing and services

Inflation showed further signs of cooling in
September

Both manufacturing and services activity (per
PMI surveys) contracted further in October

Further growth slowdown in Q4 amidst
depressed consumer sentiment and weakening
global demand for China’s exports

Ongoing transition to slower medium-term
growth as economy contends with structural
challenges of troubled property sector, youth
unemployment and rising geopolitical frictions
Solid domestic consumption, rebounding
inbound tourism, and the tailwind to exports
form a weak yen are likely to keep growth
resilient in the near term

Growth is expected to remain robust but
moderate slightly amidst slowing external
demand and rising oil prices

Growth is likely to remain subdued over the rest
of the year as cost-of-living pressures and the
rise in interest rates continue to weigh on
domestic demand

Extent of government policy support
to prop up flagging growth and
distressed property market

Financial instability and spillovers as
property-related defaults rise

Boost to earnings of export-oriented
companies from yen weakness
Evidence of stickiness in inflation

How quickly the Bank of Japan loosens
its yield curve control policy

Resilience in consumer spending
Signs of manufacturers or other
companies shifting supply chains to
India

Impact of positive wealth effects from
recent house prices increases on
consumer spending

The drag on Australian exports from
China’s economic slowdown

> Source(s): Accenture Strategy analysis

Copyright © 2023 Accenture. All rights reserved. 10
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Americas




Historical patterns suggest the high interest rate environment is likely to drive US
corporate bankruptcies higher from their artificially-depressed pandemic-time levels

US bankruptcy trends in prior periods of high rates

Bankruptcies and non-investment grade corporate yields

Dot com bubble

Global financial crisis
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Commentary

Implications for corporates
« Highly-leveraged companies should explore

debt reduction and reprofiling strategies and
prioritize improving financial discipline
Companies should evaluate credit risk of key
counterparties and customers while planning
for possibility of longer collection periods
and additional bad debt write-offs

Private equity investors early in their
investment period may benefit from waiting
to deploy capital as rising corporate distress
may offer more attractive entry points further
down the road

« Current yields for non-investment grade corporate are associated with bankruptcy levels that are twice as high as the record lows observed today

Pandemic-related regulatory forbearance and fiscal and financial support to companies have likely helped keep bankruptcies at bay

« Should policy rates remain elevated while fiscal support is withdrawn and slowing economic growth widens credit spreads and adds pressure to
risky company P&Ls, bankruptcy rates could spike over the next 1-2 years

> Source(s): ICE data indices, Administrative Office of US Courts, Accenture Strategy analysis

Copyright © 2023 Accenture. All rights reserved.
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US companies (particularly those in high-climate risk areas) can expect additional

financial pressure from rising commercial insurance rates
Insurance rates and climate risk in the US

Growth in US Insurance Costs States with high climate risk (% of counties)

5.5% - California
5.0% Florida
4.5% New Jersey
4.0% B
Hawaii
3.5%
3.0% Louisiana
2.5% Oregon
2.0% Washington

1.5%
1.0%
0.5%

Insurance carriers and related activities

— Premiums for property and casualty insurance

Connecticut

Nevada

Implications for corporates

« Key insurance rates for property and autos
are elevated and continuing to increase,
leading to higher costs for businesses and
consumers

« For retail properties in particular,
insurance is becoming an increasingly
large expense item.

- Premiums as share of gross revenue
have remained above pre-COVID
values regardless of geography and
risk profile

« Businesses should consider climate risk in
long-term site selection and investment
decisions, as properties in high climate
risk areas—namely metros in FL and CA—

— Premiums for commercial multiple peril insurance South Carolina

0.0% — T T T T T T T T T T T T T T T I T T T T T T T T T | are Seeing higherinsuranceincreases
Mar- Jun- Sep- Dec- Mar- Jun- O 5 10 15 20 25 30 35 40 45 50
22 22 22 22 23 23

Commentary

« Inthe U.S. alone, there have been more >$1B disaster events in the first 8-months of in 2023 than in any entire year previously recorded

« Some large insurers have ceased or limited offering new property insurance in California due to construction cost increases outpacing inflation, rapidly
growing catastrophe exposure, and a challenging reinsurance market

« While increases in property and auto prices may be a factor in rising rates, insurance expenses are outgrowing rents in metro areas

> Sources: BLS, FEMA, Moody’s, NOAA, State Farm Copyright © 2023 Accenture. All rights reserved. 14



Brazil’s recent consumer debt relief plan could help uplift consumer spending in light
of the high debt burdens households currently face

Debt relief implications for Brazil’s consumer spending

Evolution of retail sales and consumer debt in Brazil Implications for corporates
Delingtéerécy rates on creddit * Low unemployment rates and debt
— H car ebt soar to recor . B
35 - Real retail sales (RH§) | . high of ~44% in late 2022 as 30 relief for consumers in the low-to-
Household debt-to-income ratio (excluding mortgages) (LHS) interest rates climb middle income segment could create
Avg. interest rate on loans to households (LHS) - 25 tailwinds for retail spending
| e durt - 20 « Consumer discretionary categories
nterest rates SpIKe auring . L .
2015-16 debt crisis |15 could benefit from additional spending
power, while financial firms may
- 10 experience a short-term losses due to
L5 forced write-offs on an estimated 1.5
o million people (at up to BRL100 each)
- -5
- -10
- -15
20 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 '20
2015 2016 2017 2018 2019 2020 2021 2022 2023
Commentary

« The recently-introduced consumer debt renegotiation programs for delinquent borrowers (“Desenrola” and “Renegocia”), combined with an
improving labor market, could help uplift consumer spending

- The program covers low-to-middle income consumers, representing an income pool of roughly 24% of GDP
« Historically, periods of interest rate spikes have led to sharp declines in Brazilian retail sales as household move to deleverage
- For example, during Brazil’s 2015/16 debt crisis, retail sales plummeted -12% y/y by the end of 2015 as interest rates hit a 10-year high

> Source(s): Haver Analytics, Bank of Brazil, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.

15



Europe,
Middle East
and Africa




The German government'’s latest policy effort to revive industrial competitiveness is likely
to face an uphill battle given the economy’s widespread structural challenges

Business sentiment and recent government policy measures

Ifo survey business sentiment and expectations Highlights from “10 point action plan” Implications for corporates

Index (2015=100), seasonally adjusted ¢ The industrial policy tilt of this plan is
Growth Opportunities Act: tax incentive likely to result in both industry

10 - . . .
of ~EUR 7bn/year for climate-friendly winners (e.g. renewable energy and
investments by SMEs semiconductors) and losers (e.g.,

100

energy-intensive manufacturing,
chemicals and steel)

« Implementation of reforms could be

Future Financing Act: financial support
of EUR 1bn/year to start-ups

90 . . hampered by increasingly-strained
Climate and Transformation Fund public finances and the challenging
(pr.oposefj):d>EURb112_bn in2024 funding politics of a three-party coalition
80 to invest in decarbonization  ltis unclear that such a plan could
Accelerated planning/approval compensate for some of the
— Business Climate processes and reduced bureaucracy structural disadvantages (e.g. high
70 1 — Business Situation energy costs) that Germany is
— Business Expectations Improved energy affordability via focus currently contending with
60 on hydrogen network and partnerships
2019 2020 2021 2022 2023
Commentary

>

The German government’s intention to tackle structural economic issues via its “10-point action plan” sends a positive signal to the market and may
be contributing to the recent uptick in business confidence, though overall sentiment remains largely pessimistic

However, many are also viewing it insufficient to address key industry demands (e.g., subsidized “bridge electricity price”) and boost the
international competitiveness of Germany’s domestic industries

Source(s): Ifo Institute, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 17



Higher-for-longer rates are likely to renew pressures on the UK’s financial system, which
has already experienced several flare-ups and bouts of instability over the past year

UK debt market

Composition of UK private non-financial corporate debt UK government 30-year bond yield Implications for corporates

One segment represents £14bn percent * The majority of outstanding fixed-rate UK
corporate debt matures in or after 2025,
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HEE T _ system resilience to another stress
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- When assessing risk exposure,
---------- 1.5 1 corporates should consider
-------- 1.0 A potential disruptions in access to

0.5 - finance and other key markets
Bank loans from non-UK banks ' (e.g. commodities)

2000 2005 2010 2015 2020 2023

Commentary

+ Recent stress events have highlighted vulnerabilities in the UK’s debt markets:

- March 2020: Initial market reaction to Covid amplified by Non-Bank Financial Intermediates in the “dash for cash”; disruption only abated after policy action
from central banks

- Feb 2022: Russian invasion of Ukraine testing the functioning of commodity markets
- Sept 2022: UK Government’s “Mini budget” triggered rapid repricing of long-dated UK government bonds and forced selling of liability-driven investments

> Source(s): Bank of England, Accenture Strategy Analysis Copyright © 2023 Accenture. All rights reserved.
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The UAE is seeing record FDI inflows and even stronger future project pipeline, though
this rapid investment influx could create domestic price pressures

Foreign Direct Investment inflows to the UAE

FDI into UAE has surged to an all-time high... ...attracting world's 4th largest number of projects Implications for corporates
(USD Billion) c Number of announced greenfield investment projects (2022) « New investments from foreign
. corporates could raise competition
100% foreign @

" business ownership! locally, possibly leading UAE firms to

([

22.7 2,075 lose market share
22 « Sustained FDI inflows could put
20 -, upward pressure on asset prices (incl.
18 o 1.230 real estate) and labor costs if demand
ZIS
16 surge overwhelms local supply,
leading to:

12 - - Higher expansion costs if

10 More business companies need to acquire land

8 _ 997 _— relocations and buildings to grow

6 c — - Greater competition for labor

4 NextGenFDI and need to rely on immigrant

Initiative? workers
2 o -
O ) T T T T 1
2019 2020 2021 2022 0 500 1,000 1,500 2,000 2,500

Commentary

« The UAE led GCC countries in FDI inflows in 2022 (and ranked 16t globally), reflecting ongoing economic diversification and investment promotion
efforts (e.g. NextGenFDI, SEZs), with a goal of attracting USD150 billion in by 2031 (over900 greenfield projects were announced in 2022)

e FDIl outlook is further supported by measures allowing investors to establish 100% foreign-owned companies, except in strategic national sectors
such as Telco and Defense (previously, foreign ownership was capped at 49%)

Note(s): 1/ The UAE Government amended the federal Commercial Companies Law, granting foreign investors full ownership of specific businesses,
> effective December 2020; 2/ NextGenFDI is a national initiative launched by the Ministry of Economy in July 2022 to attract digitally-enabled businesses

Source(s): UNCTAD World Investment Report 2023, Zawya, Emirates NBD, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.
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Demand from China’s green economy may be supporting commodity prices despite the
negative drag from manufacturing and property sectors

Chinese green metals demand

China metal imports and global metal prices

China import volumes in 10K metric tons (LHS); metal prices, indexed (September 2022=0, RHS)
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Commentary
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Implications for corporates
« Prices for key “green” metals may remain

elevated, despite the broader slowdown in
China, driving continued input cost pressure
for Chinese and global companies

Economic activity in China’s sectors related to
the green energy transition, such as EVs, solar,
and renewables, is likely to continue diverging
from traditionally-important growth drivers
such as property

Green metals supply chains may still be
subject to geopolitical risks and supply
uncertainty if countries weaponize their
natural resources (e.g., Chinese restrictions on
graphite exports, effective on Dec 1, 2023)

« China’s GDP growth slightly exceeded expectations in Q3 of 2023 (to 1.3% quarter-on-quarter compared to 0.8% in Q2), but performance in Q4 may
continue to depend on government support as the struggling property and manufacturing sectors drag on growth

« However, China’s green industries have shown considerable strength and are driving increased demand for metals critical to the energy transition

- Solar and renewables investments are boosting copper demand—copper ore and concentrate imports hit historic highs in August (up 10.9% yoy)
- Battery electric and plug-in hybrid vehicle production grew 37% in the first eight months of 2023 versus the same period in 2022

- In part due to Chinese demand, aluminum and copper prices have rebounded from their recent declines in Q2 2023

Note: Aluminum and copper price are indexed to O on September 2022, where >0 represents rising prices and <0 represents falling prices.
Sources: S&P Global, Haver Analytics, China National Bureau of Statistics and General Administration of Customs, Accenture Strategy analysis

Copyright © 2023 Accenture. All rights reserved.
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Most Japanese business sectors are expected to benefit from ongoing yen weakness, as
reflected in rising business sentiment among export-oriented sectors

Business impacts of yen depreciation

Impact of weak yen on Japanese business sectors’ operating income Implications for corporates

One yen depreciation impact on FY2022 operating income, in percent « Business sentiment among large Japanese corporates

has improved, as the weak yen has corresponded with:
- Increased profits for export-oriented companies

Semiconductors - Influx of tourists into Japan

« Export-driven sectors expected to benefit include:

- automobile, technology hardware,
Banks semiconductors, capital goods and materials

- accommodation and restaurants, due to the
boost to tourism (as reflected in improving
Media and entertainment business sentiment in these sectors in Q3)

« Import-dependent sectors such as smaller
manufacturers, where business sentiment remained
negative in Q3, may continue to face headwinds as
input costs remain elevated in yen terms

Automobiles

Professional services

Energy

Real estate

Software Services

Retailing

-0.5 0.0 0.5 1.0 1.5
Commentary

« Since early 2022, the yen has depreciated around 25% vis-a-vis the US dollar and, in October 2023, reached it lowest level since August 1990

« Business sentiment among Japanese manufacturers and non-manufacturers rose for a consecutive second quarter in the Tankan Survey 2023 Q3, with
sentiment among large non-manufacturers reaching their highest levels since 1991 as the weak yen and other factors boosted their outlook

« Yen weakness is likely to persist as long as the large interest rate differential between the Bank of Japan and other major central banks remains

> Source(s): Morgan Stanley Research, Bank of Japan Tankan September 2023 Survey, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 22
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activity




Services activity is now contracting across Europe and moderating in the US and
Japan alongside continued challenges to manufacturing

Flash PMI survey country snapshot

I October

A LA
A

(I

Prev 3 mo avg ManUfacturing Services
38 40 42 44 46 48 50 52 44 46 48 50 52 54
Germany facing New business from
United Kingdom steep declines abroad dropped
- from new orders . signaling challenging
and backlogs market conditions
o and a customer
ermany _ response to higher
- interest rates
Australia - -
Greatest fall in
Japan .
P output since early - . M
2020 .
Growth in Japanese
F services is
rance _ _ decelerating with
foreign demand
declining for the
United States first time in 14
' ' months

Note(s): A survey score above 50 indicates expansionary business activity and a score below indicates business activity contracted that month,

most recent results may include preliminary flash figures
Source(s): S&P Global, Accenture Strategy analysis

Composite (overall)

70 -
65 -
Saudi Arabia
India
60 -
55 +
United States
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45 -
Euro Area
40 A
35 T 1
2022 2023 2024
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September data pointed to continued weaknesses in goods-heavy industries,
including technology equipment, freight, and natural resources

Global Industry PMI snapshot

Sep’23 vs Previous 3 Month Average, PMI Output / Activity

Prev 3 mo avg

45 50 55 60 45 50 55 60
I september
High Tech Energy i Lower resource and
energy demand is

Freight and Logistics - particularly acute in

Utilities B Europe
Aerospace & Defense Natural Resources

I Global slowdown

Banking ) has weighed on

Industrial Eqpt. | commodity demand
Automotives

Alr B
Health

Industrial Real Estate
Consumer Goods |
& Services

Travel
Chemicals .

Arts & recreation
Insurance

. Retail
Capital Markets Software extends |
its growth rally to ) )
Software & Platforms its 231 consecutive Life Sciences ]
month

Communications & R&D &
Media professional services -

Note(s): A survey score above 50 indicates expansionary business activity and a score below indicates business activity contracted that month
Source(s): S&P Global, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.
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In the US, only three sectors—consumer gI)oods, consumer services, and healthcare—are
seeing positive recent growth while backlogs continue to fall across sectors

Regional performance: United States

Industry Performance Backlogs of Work Industry Performance
Prev 3 mo avg
Bl September 40 50 60 40 50 60 80
Basic Materials Consumer Services |
decelerated as post- 70 n
pandemic spending on
Consumer Goods hospitality and leisure
began to fade
60

Consumer Services

All industries are

Healthcare regained its
experiencing 50

) . growth momentum after
Financials

LlllllLl

reaching a six-month low declining backlogs
in August
Healthcare 40
Industrials 30 Basic Materials
Consumer Goods
Technology 20 Con§umer
Services
Financials
Composite 10 — — Healthcare
2020 2021 2022 2023

Note(s): Industry names are aligned with Tier 2 IHS industry classification: Basic Materials (Chemicals, Resources); Consumer Goods (Auto, Beverages &
Food, Household & Personal Products); Consumer Services (Media, Tourism & Recreation); Financial Services (Banks, Insurance, Real Estate); Health

> (Healthcare Services, Pharma & Biotech); Industrials (Industrial Goods, Services, Transport), Technology (Tech Equipment., Software & Services)
Source(s): S&P Global, Accenture Strategy analysis
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Almost all European industries contracted in September
Regional performance: Europe

Industry Performance

Prev 3 mo avg
B september
30

N
o

Natural Resources
Energy

Utilities

Automotives
Chemicals
Aerospace & Defense
Industrial Eqpt.
Other Mfg.

Industrial Real Estate
Freight and Logistics
Air

Consumer Goods & Services
Banking

Travel

High Tech

Retail

Arts & recreation

al

Insurance

Capital Markets

Health

Life Sciences
Communications and Media
R&D & professional services

Software, Europe’s
lone bright spot,
also decelerated in
September

Software & Platforms

> Source(s): S&P Global, Accenture Strategy analysis

Country Performance

United

e5 Germany France Kingdom Italy Spain Ireland

° S |
France’s output has been falling

40 for 5 consecutive months

New Orders Index
United

- Germany France Kingdom Italy Spain Ireland

50 - = — B

New orders in Germany falling
40 faster than overall output
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Most sectors registered expansion in Asia-Pacific, with India showing the strongest

growth momentum
Regional performance: Asia-Pacific

Industry Performance Country Performance

Prev 3 mo avg

I september 40 50 60 70
High Tech ———
Natural Resources -
Energy [
Utilities -

Aerospace & Defense

Other Manufacturing
Banking

Freight and Logistics

Air

Travel

Industrial Eqpt.

Arts & recreation

Retail

Life Sciences

R&D & professional services
Automotives

Health

Insurance

Consumer Goods & Services
Capital Markets

Industrial Real Estate
Chemicals
Communications and Media
Software & Platforms

Software & Platforms
continued impressive growth
with one of strongest
expansions in recent history

> Source(s): S&P Global, Accenture Strategy analysis

Malaysia
Taiwan

South Korea
Vietnam

Hong Kong SAR
China (mainland)
Philippines
Australia

Japan

Thailand
Indonesia
Singapore

India

40

50 60
I
Steep declines in Malaysia
[ from weaker demand and a
sharp fall in export orders
[
[ |
|
|
|
-
India strong growth in
1 both manufacturing
and services
I continued as orders,
output and new
I business all improved
I
]
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Major LATAM economies withessed output contraction while Saudi Arabia,

Qatar & UAE’s strong growth continues
Regional performance: LATAM and MEA

Output/Activity

Prev 3 mo avg

Middle East & Africa

B september LATAM

- Mexico Brazil Colombia 65 Egypt Saudi Arabia UAE South Africa Qatar
60

50 —_ — -— 55 l
>0 —

45 45

New Orders

LATAM Middle East & Africa

. Mexico Brazil Colombia 65 Egypt Saudi Arabia UAE South Africa Qatar
60

45 45

> Source(s): S&P Global, Accenture Strategy analysis
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Recent consumer spending growth continues to moderate across
most major economies

Consumer spending trends

Real (inflation-adjusted) consumer spending, 3 month moving avg. % change

6% -
Europe
5% - — UK
— US
4% — China

= = Japan
3% = = Australia
2%

1%

0%

-1%

-2%

-3%

-4%

-5% i
Sep-21 Nov-21 Jan-22 Mar-22 May-22 Jul-22 Sep-22 Nov-22 Jan-23 Mar-23 May-23 Jul-23 Sep-23

Note(s): Consumer spending series for US is personal consumption expenditures (PCE); for Euro Area, UK, Canada, Japan, Australia, and China
series data is retail sales.

Source(s): BEA, BLS, Eurostat, ONS, Haver analytics, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.
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Consumer sentiment remains largely pessimistic across major economies and has
begun to deteriorate again in the US after its summer-time rebound

Consumer sentiment

Survey-based measures of overall consumer sentiment

135
130
125 AAAN =7 A
120 v’/
15 Ny \
10

105

Net positive
sentiment

100
95
90
85
80
75

70 X
o5 — US
60 Brazil
\

= = = India \ 1!

55 Japan - _,’ S |
\

50 p 7 \_ !

— — China
45
40 T T T T T 1

2018 2019 2020 2021 2022 2023 2024

Net negative
sentiment

Commentary

Consumer sentiment in the US has
deteriorated sharply over past 3 months,
retracting earlier improvements

Expectation of increasing inflation
impacted consumer confidence across
Europe

Consumer sentiment in UK reached its
highest level in 20 months as wage
growth started to outstrip inflation

Consumer confidence in India continues
to improve

Note(s): All series have been rebased from their original reported levels to a central point of 100. UK data from GfK Survey. US data from Michigan Survey

Source(s): EC Consumer Surveys, GfK Survey, University of Michigan Survey, Fecomercio, China National Bureau of Statistics, Reserve Bank of India,

Japan Cabinet Office, WSJ
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Increasingly fewer consumer spending categories are showing sequential
growth, with most of the strength concentrated in the US

Consumer spending trends by goods and services category

ASOFOCT 25
= - O
uUs UK Germany France
Latest Latest Latest Latest
Prior 6 months  monthly Prior 6 months monthly Prior 6 months monthly Prior 6 months monthly
change change change change
Goods Groceries 0.1% 0.1% -0.7% 0.2% -0.1% -1.3% -3.3% -1.7%
Motor vehicles 1.2% 2.8% -7.4% 5.1% 2.0% 2.2% 4.0%  -0.3%
Furniture 1.1% 0.7% 45% | -3.1% -3.9% 1.3% -2.5% -0.9%
Electronics 8.7% -1.1% -7.0% 5.3% -0.1% -0.5% 0.0% 2.6%
Footwear & apparel -0.9% 0.5% -3.0% -1.7% -1.1% -2.5% -0.1% 0.1%
Fuel 1.6% -3.1% -0.9% 0.8% 0.9% -2.3% -4.0% -0.8%
Services Transportation 1.0% 1.4% -2.7% 0.6% 47% -2.3% -1.3% 2.7%
Entertainment 1.4% -0.7% 6.1% -7.4% n/a 3.2% -5.2%
Dining out and hotels 0.8% 0.4% 2.3% 0.1% 1.7% -21% 1.4% -2.3%
Information services 1.2% 0.5% 1.4% 1.0% 1.1% -3.5% 3.9% 0.8%
Telecom 0.6% 0.4% 2.0% -1.5% 1.5% -1.8% 52%  2.1%

Note(s): Spending figures are inflation-adjusted. Consumer spending series for US is personal consumption expenditures (PCE); for Euro Area and UK,
series data is retail sales, motor vehicles sales/registrations, and services turnover. Some European services data may include B2B spending. Data

presented is most recently available data for each geography and category.
Source(s): BEA, BLS, ONS, National Institute of Statistics and Economic Studies, Federal Statistical Office
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Amidst persistent inflation, US consumers continue to report price sensitivity
and a high tendency to walk away from purchases

US consumer behavior in the face of inflationary pressures

Survey-based measures of US consumers’ price sensitivity and tendency to trade down Commentary
Index Score . eee . . s . )
5 Price Sensitivity * Reported price sensitivity decelerated in Aug
(Sticker shock) ‘23 from July’s near 2023 peak level amidst
moderating inflation; however:
10 -
A - Elevated prices continue to pressure
5 consumer budgets, deterring further
More purchases
o b e b b e o b i b b i b B B H(walked away) - Indeed, the share of consumers who
Less walked away from a higher-than-
5 (Purchased expected purchase price exceeded the
anyway) share who purchased anyway
s_l‘_'bztft"t:bi“ty M +  Similarly, the share of consumers who trade
(Trading down) down—i.e., opt for a lower-priced substitute
5 1 4 product or service rather than foregoing
purchase altogether—came in negative
More territory in Aug for fifth consecutive month
(Traded down) . Gy
0 - - This partly reflects less availability of
Less affordable product substitutes
(Walked away)
-5 - 4

Mar- Apr- May- Jun- Jul- Aug- Sep- Oct- Nov- Dec- Jan- Feb- Mar- Apr- May- Jun- Jul- Aug-
22 22 22 22 22 22 22 22 22 22 23 23 23 23 23 23 23 23
Note(s): Morning Consult’s “Price Sensitivity” index is based on survey responses of US consumers, where it reflects net balance of respondents

who did not make a purchase because price was too high minus ones who purchased for higher-than-expected price; and “Substitutability” index
reflects balance of respondents who purchased lower-priced alternative products minus those who did not make the purchase due to high price.

> Source(s): Morning Consult Economic Intelligence, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.
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Labor markets




Employment growth globally is edging close to negative territory, though US
labor market resilience continues to surprise to upside

Employment growth

Aggregate PMI Employment Index Commentary

*  Employment growth re-accelerated in
60 A the US while it continued to decelerate

in Europe and Asia
* |n Europe, employment contracted for
the first time since Jan 2021
55
50
45 -
40
35 -

Apr-20 Jul-20 Oct-20 Jan-21 Apr-21  Jul-21  Oct-21 Jan-22 Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23

> Source(s): S&P Global, BLS, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 37



US layoffs dropped in September after a surge in August

US corporate layoff tracker

Announced layoffs by sector

Commentary

110

100

90

80

70

60

I Retail Health ¥ Financial Services M Other Industries
I Diversified Services Consumer Goods [ Entertainment
Automotive Technology I ndustrial

Sep-22 Oct-22 Nov-22 Dec-22 Jan-23 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23 Sep-23

Source(s): Challenger Employment Report, Haver Analytics

Warehousing witnessed the biggest hike in
August, largely attributed to the bankruptcy
of Yellow Corp, which put 30K+ employees
out of work

In September, retail layoffs doubled month-
over-month, while Automotive and Diversified
Services were 3.5x and 3x respectively over
August numbers

Copyright © 2023 Accenture. All rights reserved.
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Real wage growth is positive in the US and UK amidst moderating inflation, but remains
slightly negative in the Euro area

Wage growth developments

YoY % change in real wages and contributions to change (percentage points) from nominal wage growth and inflation

10%
8%
6%
4%
2%
0%

-2%
-4%
-6%
-8%
-10%
-12%
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7 10% A
] 8%
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] 2% 1

//\ 2% 1
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@ Euro area

10% -
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4% A
2% A
0%

/
/
2 n ”“ 2% \

_4% .

-6% -

i 8% A

7 -10% A

- -12% -
2020 2021 2022 2023 2020 2021 2022
== Real wage growth Contribution from nominal wages

> Source(s): BLS, ONS, Indeed, Accenture Strategy analysis

A/ 4% - "

-2% A

-6% A

-8% A

-10% A

-12% -
2023 2020 2021 2022 2023
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A difficult hiring environment (relative to pre-pandemic norms) persists across US and
Europe, though labor markets are showing some signs of cooling

Labor market tightness

Job vacancies per unemployed person

% US :‘;:\: UK [ Germany
2.5 -
2.0 4
1.5 -
1.0 1
0.5 A

2012 2014 2016 2018 2020 2022

> Source(s): BLS, ONS, Eurostat

2016 2018 2020 2022
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In both US and Europe, worker hoarding remains prevalent and labor market adjustment is

happening mainly through channels other than outright layoffs
Labor market indicators

Recent labor market movements Commentary

% Us @ Euro area
106 1 18 -
104 - / 116 A
102 A _— 114 4
100 4 12 4
98 | o 10 |
96 - 108 4
94 - 106 -
9o | 104 - - —
- 102 A ————
80 - 100 /‘
78 A 98 -
76 A 96 -
74 A 94 A
72 A 92 4
70 . . . . T T . 90 . . . . . .
Q421 Q122 Q222 Q322 Q422 Q123 Q223 Q323 Q42 Q122 Q222 Q322 Q422 Q123 Q223
— Employment — Hours Temporary workers Vacancies

> Source(s): Census Bureau, Bureau of Labor Statistics, Goldman Sachs Research, White House, Accenture Strategy analysis

While employment continues to rise in

the US, companies have been reducing
hours and temporary workers to adjust
to lower levels of demand

- Companies have also reduced
vacancies contributing to easing
labor markets

- While cooling labor markets may
point to a soft landing, the risk
remains that an easier recruiting
environment could motivate
deeper cuts to full-time
workforces

Just as labor markets in the Euro Area
never quite reached the same levels of
tightness witnessed in the US, they are
slower to loosen in the current
environment

- Vacancies and the use of
temporary workers are showing
recent declines pointing to near-
term headwinds to employment

Copyright © 2023 Accenture. All rights reserved.
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Talent shortages remain most pronounced in the US and
in services sectors across Europe

Relative difficulty of hiring by sector

Deviation in job vacancy rate from long-term average and recent trend (arrow)

= @
s UK — US EU Commentary
rZ;;ft'inthtyo Recent rzigftli(ililttzl) Recent rzigft'icvilté Recent - Hiring is most difficult in the healthcare and
change change change hospitality industries across the US, UK and
average average average EU

Mining «  Overall hiring difficulties relative to historical
norms are highest in the US, as compared to

UK and EU

Manufacturing
Construction
Transport & Storage
Hotels & Restaurants

Entertainment

Information &
Communications

Financials

Professional & Business
Services

Human Health & Social
Work

Education

vV € € € € € €V eEd€D
€D D DIDD €EEEED
€D € DD €D € €€ €

Wholesale & Retall Difficulty finding labor (relative to long-term average)

More difficult Less difficult
Total Private Sector 7 N 7

Note(s): Hiring difficulty in each sector is assessed by comparing average job vacancy rate in that sector over recent 3 months to its long-term pre-pandemic average (2012-2019). The recent trend
(improving/worsening) is based on comparison of latest job vacancy rate to its average over the prior three months. UK and US analysis is based on monthly data, and EU on quarterly data.
Source(s): ONS, Eurostat, BLS, Haver Analytics, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 42



Inflation




Recent disinflationary trends have moderated as
core inflation remains elevated worldwide

CPIl inflation rates and trends

Year over year change to CPIl and point change from prior month

Change from Change from

YoY previous YoY previous
Country Inflation month’s rate Country Inflation month’s rate
Rate (percentage Rate (percentage

points) points)

£ uUnited States 3.7% 0.0% @ china 0.0% -0.1% N7
&% United Kingdom 6.6% 0.0% ® Japan 3.0% 01% N
(*) canada 3.7% 02% W @ Brazil 52%  0.6% AN
® Germany 4.3% 21% N 2 India 5.0% 18% W
" France 5.7% -0.1% ¢ res Singapore 41% -0.1% *
" Italy 5.6% 0.1% ¢ ., Korea 3.7% 0.3% *

z Spain 3.3% 0.9% ¢

> Source(s): BLS, ONS, Eurostat, Accenture Strategy analysis
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Rebounding energy prices and sticky core inflation are keeping
inflation above target in the US and Europe

Drivers of recent CPIl inflation

Year-on-year % change and % point contributions from major goods and services categories
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> Source(s): BLS, ONS, Eurostat, Accenture Strategy analysis

Y

“Core” inflation
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Falling year-over-year materials and energy prices have reduced
some of the input cost pressures across industries

Recent input cost inflation by industry

LTM year-over-year % change in input costs and contributions (percentage points) from key inputs, 2023

Jan [l 3% Jan
|

Aerospace & Defence gqp 29, Industrials Sep

Jan Tl 3% Jan

Automotive Sep Insurance Sep
Jan
Jan 3% : :
Banking Sop 6% Life Sciences sep
Jan 4% Natural R Jan
b atural Resources
Capital Markets Sep 8% Sep
. . Jan
. Jan el % Public Services g,
Chemicals sep 0% B
Retail Jan
% Se
Communications & Media Jan -- 5% o P
Sep 6% ]
an
Software & Platform
Jan P 5% Sep
CG&S
Sep Jan
Travel Sep
Jan R e
Energy S
ep - Jan 12%
Utilities Sep -1%
Jan N 4%
Health Sep 39%
Input Contribution to Price Increase
High Tech san I | _
igh Tec Sep D 4% B Energy [ Materials B Labor Purchased Services

Note(s): Wage data as of Jul’23; Energy prices as of Aug’23 for Natural Gas, Jun’23 for Electricity and Aug’23 for Others; Materials and Purchased Services PPl price increases as of Jul’23.
Source(s): BLS, BEA, EIA, EPA, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 46



European companies continue to be able to pass along their input costs while US
companies appear to be allowing some margin compression

Company input cost pass-through trends

Producer price indices (PPI) for intermediate inputs and final outputs, 3 month moving average % change

—— Output PPI

A A —— Input PP
T uK

%
35% 1 #i= ys
3.0%4{

2.5% -
2.0% A
1.5% A

1.0% A
ol L\Aﬂm
0.0% +r¢— W\/

-0.5% A
-1.0% A
-1.5% A
-2.0% -
-2.5% -
-3.0% A

-3.5% -
2017 2018 2019 2020 2021 2022 2023 2017 2018 2019 2020 2021 2022 2023 2017 2018 2019 2020 2021 2022 2023

Commentary

« The gap between cost increases for intermediate inputs (input PPI) and the change in producer selling prices for final goods (output PPI) is an
approximate indicator of the extent to which producers have been absorbing their input cost increases

« Inthe UK and Euro area corporate margins have been restored as intermediate input inflation pressures ease

Note(s): 1) Figures in bold represent absolute percentage point difference between intermediate and final demand PPl YoY % values; higher
positive values imply greater pass through to final producer selling prices, while larger negative values imply lower pass through. 2) US data is
based on production flow classification for PPI, where Stage 2 intermediate inputs (shown in chart) feed into stage 3 production, stage 3 outputs
serve as inputs to stage 4 production, and stage 4 provides inputs to final demand goods/services.
> Source(s): BLS, ONS, Eurostat, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 47



Supply chains




After easing substantially since January, global supply chain pressures are
settling near their long-term pre-pandemic average

Global Supply Chain Pressure Index

Standard deviations from long-term average (=0)

4.8 - Commentary
: Initial signs of
post-Omicron Renewal of *  Supply chain pressures are settling near their
40 - o €asing pressures amidst long-run pre-pandemic average
Pr?é’siﬁirg; SJC'MDue aRerjgsrlwae-va”gaIi?mz «  Going forward, risks are on the upside from
lockdowns lockdowns potential escalation of a Middle East conflict
321 - Backlog at the Israeli ports of Haifa and
Ashdod
2.4 - Impact on key shipping choke points,
including the Suez Canal in Egypt and
Strait of Hormuz
161 - Spike in freight rates and insurance

premiums

China’s

0.8 -
0.0 A I\/M I"\J

reopening
-0.8 A
-1.6 -
2015 2016 2017 2018 2019 2020 2021 2022 2023

> Source(s): Federal Reserve Bank of New York, Global Supply Chain Pressure Index, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 49



Softening demand and a sharp decline in new orders in the US and Europe

have shortened supplier delivery lead times and eased backlogs

Suppliers’ delivery times and backlogs of work

Manufacturing Backlogs of Work

Suppliers’ Delivery Times
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> Source(s): CIPS/S&P Global, Haver Analytics, Thomson Reuters, Accenture Strategy analysis

Commentary

The quickening of delivery times
decelerated in the US, Euro area and UK
in Sep '23 though they continue to
improve

Faster deliveries reflect greater supply
availability and fewer bottlenecks,
helping manufacturers to clear backlogs

- Across the UK, Europe and Japan
manufacturing backlogs declined as
new orders fell

Copyright © 2023 Accenture. All rights reserved.
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Energy and commodities




Fears over a broadening conflict in the Middle East drove oil prices higher since early
October though the increase was dampened somewhat by weaker demand prospects

Crude oil prices and inventories

Brent crude oil spot prices (upper panel) and global inventory changes (lower panel)

Commentary

Weaker than

120 A expected Start of
d df Israel-Hamas
10O ~ Russia-Ukraine emand trom War
. . China reopening

100 - conflict begins

90 -

80 1 Demand decline (China

70 - lockdowns, unusually

60 | warm European winter,

USD appreciation) Voluntary OPEC+ output cuts,
50 A lead to inventory drawdowns
40 T T T T T T T T

Jan-21 Apr-21 Jul-21 Oct-21 Jan-22 Apr-22 Jul-22 Oct-22 Jan-23 Apr-23 Jul-23 Oct-23

Supply > Demand = Inventory Build

Demand > Supply = Inventory Draw

4 A

Jan- Apr- Jul- Oct- Jan- Apr- Jul- Oct- Jan- Apr- Jul- Oct-
21 21 21 21 22 22 22 22 23 23 23 23

Note(s): Monthly average of crude oil price UK Brent 38" API (USD per barrel)
> Source(s): Energy Information Agency, World Bank, Bloomberg, Haver Analytics, Accenture Strategy analysis

e Crude oil prices rose in October over
fears that the Israel-Hamas war would
escalate and spill-over into wider region

 However, the surge in oil prices was
counterbalanced by concerns over
slowing global demand

¢ Going forward, supply and demand
fundamentals continue to suggest
upward price pressures, with

- OPEC+ voluntary output cuts to
support oil prices likely to continue
into 2024

- Potential near-term supply
disruptions and long-term damages
to O&G infrastructure if war tensions
in the Middle East escalate

Copyright © 2023 Accenture. All rights reserved.
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EU gas prices rose to their highest levels so far in 2023 in October due to
production stoppages and growing supply concerns in Europe

EU natural gas reserves and prices

European gas reserves are relatively high at 97%... with prices rising on supply-side pressures Commentary

« Natural gas prices in Europe rose to an 8-

100% - 240 - month high in October after concerns over
2023 ﬂ supply-side shocks, including:
95% 220 - .
90% 2019 - Production stoppage at Chevron’s
200 - offshore Tamar natural gas field as
85% 2022 Israel-Hamas conflict evolves (this
80% 2020 180 1 field provides around 70% of Israel’s
59, 160 energy r\eeds and will restrict direct
? and indirect gas exports to EU)
70% —- 4 68% 140 A M - Ongoing union strikes at LNG
65% facilities in Australia, impacting
60% 2021 120 around 6% of global LNG supply
55% 100 « Going forward, EU gas prices could further
increase, amidst rising risks of a
50% 80 -

. - Prolonged Israel-Hamas conflict and
45% 60 - potential escalation to the wider
40% 20 Middle East region
35% - Intensifying global competition for
30% 20 - the fuel ahead of winter season
25% —— 0 . . . . .

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec 2019 2020 2021 2022 2023 2024

Note(s): Dutch TTF Natural Gas Futures front-month contract. TTF stands for Title Transfer Facility, which is a virtual trading hub for natural gas in Europe.
TTF prices represent the average monthly price of natural gas traded at this hub and are considered a benchmark for natural gas prices in Europe. _ .
Source(s): Gas Infrastructure Europe, Euronews, Bloomberg, European Council, Reuters, Investing.com, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved.
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Overall food prices hit a 30-month low in September while
fertilizer prices held steady

Food and fertilizer prices

Food prices Fertilizer prices Commentary
+ Global food prices fell in Sep ‘23 to their
- lowest level in 30 months amidst weak
260 Overall Food Price Index 360 lobal i d q d | |
ot Start of . Natural gas global import demand and ample supply
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Note(s): (a) Food Price Index is a measure of the monthly change in international nominal prices of a basket of food commodities (b) Fertilizers

include DAP (diammonium phosphate), TSP (triple superphosphate), and Urea.

> Source(s): World Bank, UN FAO, USDA, Bloomberg, Accenture Strategy analysis
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Most central banks are pausing further rate hikes while they evaluate evolving conditions
Monetary policy across major economies

US, UK and Euro area policy rates

Policy rates for other major economies

Commentary
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The Fed left rates unchanged in
September but signaled that another rate
hike before year-end is possible

The ECB kept its key policy rates
unchanged in October and signaled that
its September hike may have been its last,
as the Euro area economy is slowing and
could dip into recession

The Bank of England maintained policy
rates in September as UK contends with
one of the highest inflation rates among
major economies

The Bank of Japan maintained its loose
policy stance, though inflation concerns
are fueling expectations that it may soon
revise its longstanding yield curve control
(YCC) framework

Brazil's central bank cut its benchmark
rate by 50 basis points in September due
to the improving inflation outlook

Source(s): Federal Reserve Bank, European Central Bank, Bank of England, Bank of Japan, Reserve Bank of India, Central Bank of Brazil, Reserve
Bank of Australia, People's Bank of China, Accenture Strategy analysis
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Systemic financial stress in major economies has generally remained subdued since
peaking during the wave of bank failures earlier in the year

Systemic financial stress indicators

Composite Indicator of Systemic Stress Index

Commentary
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+ Systemic stress levels in the US and Europe
ticked up in October but remain below their
recent peak in March 20 23

« Elevated financial pressure is likely in the fourth
quarter of 2023 amid

Euro Area
\UK
us

Interest rate uncertainty

Growing prospects of an economic
downturn

Emerging vulnerabilities in sectors where
banks have large exposure (e.g.,
commercial real estate)

Heightened geopolitical tensions

Note(s): (1) The composite indicator of systemic stress consists of market-based financial stress measures that namely covers the financial intermediaries’ sector, money markets, equity markets, bond

markets and foreign exchange markets (2) Grey shading reflects U.S. recession
Source(s): Haver Analytics, European Central Bank, Accenture Strategy analysis
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As banks’ lending standards tighten, risks of a credit crunch and economic slowdown grow
Restrictiveness of banks’ lending standards

Banks are tightening their credit standards in tandem with monetary tightening Commentary
Index of weighted net change in credit standards (tightening standards > 0) «  Monetary policy tightening since early 2022
70 1 has already been leading banks to scale back
5 lending and tighten their credit standards
Tighter * US banks reported additional tightening of
50 - Credit credit standards in Q3 '23 from the banking
Standards sector stresses and failures that begun in mid-
40 - . March 2023
U

* Inthe EU, lending standards remained tight in
30 1 Q3’ 23 but loosened slightly from Q2

UK . .
20 - * UK banks tightened standards in Q3 '23 after
e two consecutive quarters of loosening credit
10 « Growing market and regulatory pressures in
the aftermath of recent bank failures could
0 — . . . . . . . . . . prompt banks to further reduce risk-taking and
increase their provisions for credit losses
109 « Anintensifying credit crunch could raise the
risk of more severe recession outcomes via a
-20 H .
squeeze on household and corporate funding
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Note(s): The date of each datapoint refers to the quarter in which the bank lending survey was conducted but reports the assessment of credit
conditions in the prior quarter. Lending standards for US and EU reflect a weighted index constructed using select survey questions to measure
tightening or loosening standards to both households and enterprises. UK lending standards series based on inverted series of use of credit scoring
> Source(s): Haver Analytics, EU Bank Lending Survey, BoE, Board of Governors of the Federal Reserve System, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 58



Perceived credit risk has increased across all sectors in October, but corporate bond
spreads remain below their 2023 peaks and pre-pandemic averages

US corporate bond spreads

Drop in 1G and HY credit risk premium to near lowest level in 2023 Sector view of long-run credit risk vs. peak levels in 2023
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Note(s): Z-spreads (semi-annual compounding) data reflect investment grade (IG) US 10-Yr corporate bonds for each sector. IG and high-yield series reflect bonds with maturity tenor of 10 years.
Pre-COVID long-run average ranges from June 2011 until December 2019. Average spread calculation are daily averages for each period. Corporate bond spreads in the US rose sharply in March
2023 in response to growing banking system stress that came to light on March 9, 2023, the day after the first US regional bank fallout. Z-spread, a relative measure to spot Treasuries, primarily
considers credit risk, and its calculation is indirectly impacted by liquidity and prepayment risks.
> Source(s): S&P Capital IQ, Accenture Strategy analysis Copyright © 2023 Accenture. All rights reserved. 59



About Accenture Macro Foresight
Accenture Strategy’s Macro Foresight capability is focused on helping companies and investors understand major macro
shifts in the global economy and what they mean for corporate strategic planning, investment planning and enterprise-wide

transformation - with the goal of helping clients distill complicated macro trends into simple, pragmatic recommendations
which drive value.

The team has hubs in Europe, the United States, and Asia and its members have prior experience working for governments, Chris T-omsovic

investment banks, asset managers, multilateral institutions and large corporates to bring a global, multi-disciplinary Global Lead, Macro Foresight
perspective to problem-solving. Visit us at www.accenture.com/macroforesight. Chris.Tomsovic@Accenture.com
About Accenture

Accenture is a leading global professional services company that helps the world’s leading businesses, governments and
other organizations build their digital core, optimize their operations, accelerate revenue growth and enhance citizen
services— creating tangible value at speed and scale. We are a talent and innovation led company with 738,000 people
serving clients in more than 120 countries. Technology is at the core of change today, and we are one of the world’s leaders in

helping drive that change, with strong ecosystem relationships. We combine our strength in technology with unmatched N

industry experience, functional expertise and global delivery capability. We are uniquely able to deliver tangible outcomes Nick Kojucharov

because of our broad range of services, solutions and assets across Strategy & Consulting, Technology, Operations, Industry North America Lead, Macro Foresight
X and Accenture Song. These capabilities, together with our culture of shared success and commitment to creating 360° Nick.Kojucharov@Accenture.com

value, enable us to help our clients succeed and build trusted, lasting relationships. We measure our success by the 360°
value we create for our clients, each other, our shareholders, partners and communities. Visit us at www.accenture.com.

About Accenture Strategy

Accenture Strategy works with boards, CEOs and C-suite executives to create 360° value for all stakeholders by defining and

answering their most strategic business questions—including growth, profitability, technology-driven transformation, mergers

and acquisitions (M&A), operating models and sustainability—with insights from Al and data science, combined with deep Aditya Harit

industry and function expertise. Visit us at www.accenture.com/strategy. Europe Lead, Macro Foresight
Aditya.Harit@Accenture.com
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