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DB Fed Watcher: Solid jobs data solidify case for 75 in July

Summary: Solid June jobs report reinforced Fed officials’ desire for another super-sized hike in July
DB View: 75bps hike in July, a 50bps hike pace thereafter until downshifted to 25bps in December. 4.1% terminal rate reached in 2023Q1. Moderate recession and
rate cuts in 2023H2.

Fedspeak Fedspeak, continued Fedspeak, continued
Who** Takeaways Bias* Who** Takeaways Bias* Who** Takeaways Bias*
FOMC = Outlook warranted a restrictive policy Waller [4] = 75bps in July, probably 50bps in Sept, Bullard [5] = 75bps in July “makes sense”
minutes stance. An “even more restrictive” (07/07) debate over 25bps after that (06/28, = Need to get ahead of inflation
(07/06) stance possible if elevated inflation = To slow/stop rate rises, need to core 07/07) = Expectation risks unmooring
pressures were to persist PCE inflation close to 2.5%-3% without Fed action
= Elevated uncertainty about economic = Need to see monthly core inflation = Fed must ratify market views
growth outlook. GDP and GDI sending t around 0.2%. Dead set on inflation = Soft landing the ‘base case’
conflicting signals fight. Might have to risk causing some = Rates @3.5% this year
= Many saw “significant risk” of economic damage = GDP-GDI debate salient, affects
entrenched inflation = Recession fears overblown. ‘Good economy perception
= Many concerned that long-run inflation shot’ at soft landing Daly [2] « ‘Unequivocal commitment’ to
expectations could become unanchored, = Unusual to see weak GDP and strong 06}/28 neq tability. S ts 75b
making return of inflation to target more hiring. GDI likely gauges activity better ( ’ price Stability. supports ps
“costly” = “Not a chance” of 3% inflation target Y U I LA, R0 [ VEET e
= Growth slipping below 2% but no
Bostic [4] = ‘Fully supportive’ of July 75bps. See Williams = 50-75bps hike in July up for debate. recession, unemployment a tad
(07/08,11)  ‘minor signs’ of slowing economy. No [2] (06/28,  3.5%-4% ‘reasonable for next year’, 3- higher
sign of 'pretty significant' downturn 07/08) 3.5% in '22. Bumpy road ahead
= Open to 100bps moves if inflation came t = Inflation “sky-high” now and a top t
in 'a lot worse' than expected threat to the economy Events to watch this week
= First objective to get rates to more = Growth below 1% in ‘22, ~1.5% in ‘23 When Who Setting / topic
neutra_LI posture. Neutral est. ~3_% = UR somewhat above 4% in 23 Berik = Recession questions
= See signs of supply-chain healing . -
Mester [4] = Supports 75bps July hike, expeditious FRB - Beige Book
George [5] = Pace of rate hikes can affect B/S runoff. (06/29) march to 3-3.5%, rates 4+% next year
(07/11) Two tools need to balance = High prices clouding confidence SV Waller = Economic outlook
= Sympathe_tic to the view that rates need = Growth a bit beloyv trend in 2022. Not Bostic = Monetary policy and global
) to rise rapidly ‘ ) expecting recession ks uncertainty
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Unclear how high rates need to go to
bring inflation down

Moving rates too quickly could oversteer

Recession discussions “remarkable”
post 4 months of hikes
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Inflation can rise further, labor market
‘incredibly tight’, no wage-price spiral
Michigan survey wasn’t precipitating
event for hike

Questions the old view of looking
through supply shocks

* Bias of speech / research for monetary policy:

¥-Dovish,

Neutral, #Hawkish

Bullard = Economic outlook

**The numbers in the bracket signify the Hawk-Dove score for 2

each Fed official. Scale: Dove = 1, , Hawk =5
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Chart highlights

Recent publications:
US Economic Perspectives: Underlying inflation

Market is pricing 75bps hike in July meeting with ~ Wage growth for hospital workers leads price underscores Fed'’s unconditional commitment -
about 95+% probability inflation in that sector Jul-06-2022
% ——Fed rate Fed Dots % = PCE Hospitals Price Index
+ DB projections —— Fed futures %, yly ECI Wages & Salaries: Hospital %. Yy ys Economic Chartbook: Help Wanted — Jul-05-
5 -9 Workers (6 lead) 2022
4 - . 4 167 - 16 =
e

3 o3 US Economic Perspectives: DB momentum index:
2 ) Recession more than just a technicality? — Jul-05-
1 1 2022
0 - - - : - - : : : — 0 0 : . :

15 16 17 18 19 20 21 22 23 24 Llong ' : : : : : US Economic Perspectives: Far distance from

Run 88 93 98 03 08 13 18 23

Fed’s targets means closer distance to recession
- Jun-29-2022

Source: FRB, Bloomberg Finance LP, Haver Analytics, Deutsche Bank Source: BEA, BLS, Haver Analytics, Deutsche Bank

Recession probabilities* considerably higher

Financial conditions continued to tighten . :
when we consider Fed distance from target

US Economic Chartbook: Who is buying

Index —DB FCl Probability ——w/o Distance from Fed Probability Treasuries. mortgages, credit and munis?
3 - over next targets over next
2 - Easier . =Jun-24-2022
1 - t 1 year (%) w/ Distance from Fed | 1year (%)
0 100 - targets r 100
] 80 - Projection . 80 US Economic Notes: Data DBrief: Rising hospital
-2 1 60 - - 60 wages impart upside to PCE price gauge
2 l 40 - L 40 -Jun-24-2022
S , 20 - - 20
j? ] Tighter 0 - - 0 US Economic Chartbook: US Inflation Outlook:
05 07 09 11 13 15 17 19 21 23 15 16 17 18 19 20 21 22 23 Sizzling spring service inflation spooks central
Source: FRB Chicago, Haver Analytics, Deutsche Bank Source: Deutsche Bank Bank - Jun-21-2022
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Key economic forecasts

Economic Activity 2022 2023 2024 2022F 2023F 2024F
(% goq, saar) Q1 Q2F Q3F Q4F Q1F Q2F Q3F Q4F Q1F Q2F Q3F Q4F Q4/Q4 Q4/Q4 Q4/Q4
GDP -16  -0.6 2.8 1.8 1.0 0.3 -3.2 -0.5 2.5 3.0 2.7 2.3 0.6 -0.6 2.6
Private consumption 1.8 1.1 2.6 2.3 2.1 15 -1.1 -1.0 0.5 3.0 2.7 2.3 2.0 0.4 2.1
Investment 50 -11.7 6.0 2.3 -62 -6.2 -154 -11 14.7 6.4 5.4 4.9 0.2 -7.4 7.8
Nonresidential 10.0 -15 2.0 3.1 11 -0.8 -4.4 -3.1 3.8 4.0 4.9 4.3 3.3 -1.8 4.2
Residential 05 -101 -3.0 -3.0 -20 -10 -1.0 -1.0 2.5 2.4 2.6 2.7 -4.0 -1.3 25
Gov't consumption -2.9 1.0 1.0 1.0 1.0 1.0 1.0 1.1 1.1 1.1 1.1 1.2 0.0 1.0 1.1
Exports -4.8 11.0 2.4 3.6 1.3 -2.0 -4.4 -3.0 2.4 3.5 3.5 35 2.9 -2.0 3.2
Imports 18.9 -1.0 3.6 4.9 2.1 -3.3 -5.0 -3.0 4.5 4.5 4.5 4.5 6.3 -3.4 4.5
Contribution (pp):
Inventories -04 20 0.9 0.1 1.3 11 24 0.3 1.9 0.5 0.2 0.2 0.9 -0.8 0.3

Nettrade  -3.2 15 -0.4 -0.5 0.6 0.4 0.4 0.2 -0.6 -0.4 -0.5 -0.5 -0.5 0.2 -0.5

Unemploymentrate, % 3.8 3.6 3.5 3.6 3.8 4.2 51 55 53 51 4.9 4.7 3.6 55 4.7

Prices (% yoy)

CPI 8.0 8.6 9.0 8.2 6.9 53 4.2 3.9 3.7 3.3 3.0 2.9 8.2 3.9 29
Core CPI 6.3 6.0 6.1 6.0 54 4.9 4.3 3.8 3.4 3.1 2.9 2.8 6.0 3.8 2.8
PCE 6.3 6.6 7.1 6.5 5.7 4.7 3.8 3.6 3.4 3.0 2.7 25 6.5 3.6 25
Core PCE 5.2 4.8 4.8 4.6 4.3 4.2 3.9 3.5 3.1 2.8 2.5 2.4 4.6 3.5 24
Fed Funds 0375 1.625 2875 3.625 4.125 4.125 3.625 2.625 2.625 2.625 2.625 2.625 3.625 2.625 2.625

Source: Deutsche Bank
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*Other information available upon request

*Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local exchanges via Reuters, Bloomberg and
other vendors. Other information is sourced from Deutsche Bank, subject companies, and other sources. For disclosures pertaining to recommendations or
estimates made on securities other than the primary subject of this research, please see the most recently published company report or visit our global
disclosure look-up page on our website at https://research.db.com/Research/Disclosures/FICCDisclosures. Aside from within this report, important risk and
conflict disclosures can also be found at https://research.db.com/Research/Disclosures/Disclaimer. Investors are strongly encouraged to review this information
before investing.

Analyst Certification

The views expressed in this report accurately reflect the personal views of the undersigned lead analyst(s) about the subject issuer and the securities of the issuer. In
addition, the undersigned lead analyst(s) has not and will not receive any compensation for providing a specific recommendation or view in this report. Amy Yang,
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Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively 'Deutsche Bank'). Though the information herein is believed to be reliable and has been obtained from public
sources believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to third-party websites in this report are provided for reader convenience only. Deutsche Bank neither
endorses the content nor is responsible for the accuracy or security controls of those websites.

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst,
Deutsche Bank may act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its own account or with customers, in a manner inconsistent with the views taken in this research report. Others
within Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those taken in this research report. Deutsche Bank issues a variety of research products, including
fundamental analysis, equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of communication may differ from recommendations contained in others, whether as a result of
differing time horizons, methodologies, perspectives or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity securities of the issuers it writes on. Analysts are paid in part based on the profitability of
Deutsche Bank AG and its affiliates, which includes investment banking, trading and principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche
Bank provides liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research analysts sometimes have shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing
longer-term ratings. Some trade ideas for equities are listed as Catalyst Calls on the Research Website (https://research.db.com/Research/) , and can be found on the general coverage list and also on the covered company’s
page. A Catalyst Call represents a high-conviction belief by an analyst that a stock will outperform or underperform the market and/or a specified sector over a time frame of no less than two weeks and no more than three
months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with Deutsche Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-
term or medium-term impact on the market price of the securities discussed in this report, which impact may be directionally counter to the analysts' current 12-month view of total return or investment return as described
herein. Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of
changes in market conditions and in both general and company-specific economic prospects make it difficult to update research at defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research
Department Management, and the majority of reports are published at irregular intervals. This report is provided for informational purposes only and does not take into account the particular investment objectives, financial
situations, or needs of individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in any particular trading strategy. Target prices are inherently imprecise and a product
of the analyst’s judgment. The financial instruments discussed in this report may not be suitable for all investors, and investors must make their own informed investment decisions. Prices and availability of financial instruments
are subject to change without notice, and investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial instrument is denominated in a currency other than an investor's currency, a
change in exchange rates may adversely affect the investment. Past performance is not necessarily indicative of future results. Performance calculations exclude transaction costs, unless otherwise indicated. Unless otherwise
indicated, prices are current as of the end of the previous trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is also sourced from Deutsche Bank, subject companies, and
other parties.

The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest
with respect to our research are available on our website (https://research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that promise to pay fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving
these cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus cause a loss. The longer the maturity of a certain cash flow and the higher the move in the discount
factor, the higher will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer
creditworthiness, client segmentation, regulation (including changes in assets holding limits for different types of investors), changes in tax policies, currency convertibility (which may constrain currency conversion, repatriation
of profits and/or liquidation of positions), and settlement issues related to local clearing houses are also important risk factors. The sensitivity of fixed-income instruments to macroeconomic shocks may be mitigated by indexing
the contracted cash flows to inflation, to FX depreciation, or to specified interest rates — these are common in emerging markets. The index fixings may — by construction — lag or mis-measure the actual move in the underlying
variables they are intended to track. The choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e., coupons indexed to a typically short-dated interest rate reference index)
are exchanged for fixed coupons. Funding in a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps (swaptions) the risks typical to options in addition to the risks related
to rates movements.

Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The appropriateness of these products for use by investors depends on the investors' own circumstances, including their
tax position, their regulatory environment and the nature of their other assets and liabilities; as such, investors should take expert legal and financial advice before entering into any transaction similar to or inspired by the
contents of this publication. The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a result of the high degree of leverage obtainable in futures and options trading, losses may be incurred that
are greater than the amount of funds initially deposited — up to theoretically unlimited losses. Trading in options involves risk and is not suitable for all investors. Prior to buying or selling an option, investors must review the
‘Characteristics and Risks of Standardized Options”, at http://www.optionsclearing.com/ about/publications/character-risks.jsp. If you are unable to access the website, please contact your Deutsche Bank representative for a
copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i) exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected
by numerous market factors, including world and national economic, political and regulatory events, events in equity and debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or
government-imposed exchange controls, which could affect the value of the currency. Investors in securities such as ADRs, whose values are affected by the currency of an underlying security, effectively assume currency risk.
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Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be
found at https:// research.db.com/Research/ on each company’s research page. Investors are strongly encouraged to review this information before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial adviser, consultant or fiduciary to you or any of your agents (collectively, “You” or “Your”) with respect to
any information provided in this report. Deutsche Bank does not provide investment, legal, tax or accounting advice, Deutsche Bank is not acting as your impartial adviser, and does not express any opinion or
recommendation whatsoever as to any strategies, products or any other information presented in the materials. Information contained herein is being provided solely on the basis that the recipient will make an independent
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to FINRA regulations.
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