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2019 Big Picture Themes

 We live in a Globally Integrated Economy
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Europe’s population is aging rapidly and will begin to decline after 2020
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2019 Big Picture Themes

Population projections (1950-2100)
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Advanced Economies

GDP in Advanced Economies
(% Annual Change)
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Global growth is slowing especially in the
Euro-zone and China, and the US is about
to follow.

Decent consumption growth should
prevent a sharp slowdown in GDP growth.

Labor markets will remain tight, while
wages grow at a steady, unalarming pace.

With limited upside risk to core inflation,
major central banks will not tighten for
long, if at all.

Fiscal policy will become less supportive
as last year’s stimulus fades.
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2019 Big Picture Themes

Europe

* Eurozone GDP growth will slow in 2019 to about 1% from 1.5% in 2018.
 Germany and France will avoid recession, but Italy likely will not.

Eurozone GDP and PMI e Inflation will remain low in

2019 allowing the ECB to
leave rates unchanged.

' Real incomes should rise in
| | I ' 2019, but much of it will be
‘ | ' saved due to lower consumer
Furo-zone GOP % i, RHS) | confidence and a historically

Composite Output PMI (LHS) ‘ low savings rate.

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
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2019 Big Picture Themes

United Kingdom

* To the outside world, it looks as though the UK is descending into chaos over Brexit. But
while it is true that the UK political situation is highly uncertain, its economy is holding up
reasonably well. And while the UK would suffer some short-term economic disruption if it

ended up leaving the EU without a deal, the threat to the rest of the world from this remains

small. GDP Scenarios for Brexit

Unemployment will continue to

fall and household incomes are set ) 4 /\/\ '
to rise in 2019 thanks to lower '

inflation.

Anything but a no deal Brexit s D
should free up investment and - Fudge & Delay
accelerate growth in 2020. No Deal
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2019 Big Picture Themes

China

Growth rate of 6.6% in 2018 was the slowest since 1990.
Estimated economic growth for 2019 could slow further to about 6%.

Tariffs have exacerbated the long-term structural trend to move manufacturing activity
out of China.

Chinese investment into the US has fallen by 70% in 2018 and will likely slow further.

Expect China’s reengagement with Japan to accelerate in 2019-2020. Chinese tourism
to Japan expected to increase 30%.

An aging Japanese population has led to a proposal to allow 500,000 workers into
Japan by 2025. The majority would come from China.
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Emerging Economies

GDP in Emerging Economies
(% Annual Change)
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2019 Big Picture Themes

 We live in a Globally Integrated Economy

* The U.S. Economy will grow near 2.5% in 2019 driven by consumer
spending
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Solid consumption growth will counter-balance growing risks to the
economy

Consumer spending,
benefiting from a robust labor
Real GDP market, continues to drive the

Year-over-Year % change, SAAR economy forward.

5.0 -

_ The decline in oil prices from
] Estimates - 4 $85/bbl to $65/bbl will
| ' provide a boost to household

3.5 4 .
purchasing power.

3.0 A

25 | The economy is on track to

20 - F - expand by 2.7% for 2019 as a

1.5
whole.
1.0

05 - - 0. GDP growth will likely slow in
o 4_QO9 1Q11 2Q12 3Q13 4Q14 1Q16 2Q17 3Q18 4Q1;9 . the Second half Of 2019 and

throughout 2020, moving
below the economy’s
estimated long-term potential
growth rate of 2.0%.

Source: U.S. Bureau of Economic Analysis, fred.stlouisfed.org
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Consumer Sentiment has been affected by the government shutdown and
market turmoil

Consumer Sentiment and the S&P 500 * The University of Michigan

consumer confidence index
rebounded 4.3 points after
the end of the government
41‘ shutdown.

W Ongoing issues that are

effecting confidence include:

T o US-China trade war
W‘

Rising interest rates

o
o Increasing stock market volatility
o

Less certainty of Federal Reserve
50 monetary policy

Jan-09 Jan-11 Jan-13 Jan-15 Jan-17 Jan-19

@ Univ of Michigan Consumer Sentiment Index, 1966=100 (RHS)  e===S&P 500 Index (LHS)

Source: U.S. Bureau of Labor Statistics, fred.stlouisfed.org
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2019 Big Picture Themes

 We live in a Globally Integrated Economy

* The U.S. Economy will grow near 2.5% in 2019 driven by consumer spending

* The labor market is still very healthy
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Payroll Employment: Average monthly payroll gains of over 200,000 are well
above the replacement rate of 150,000

Monthy Change in Payroll Employment (000s)

The labor market added 304,000
jobs in January, while the
=sSixMonth Average [} unemployment rate remained

2. near a 48-year low of 4.0%.

[ Change in Payroll Employment

A Wages crossed the 3% mark for
the first time since the end of the
Great Recession in mid-2009,
increasing 3.1% over the past 12
months.

The creation of 20 million jobs
since 2010 and the steady decline
in the unemployment rate has
created tight labor market
conditions.

Source: U.S. Bureau of Labor Statistics, fred.stlouisfed.org
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2019 Big Picture Themes

 We live in a Globally Integrated Economy

* The U.S. Economy will grow near 2.5% in 2019 driven by consumer spending

* The labor market is still very healthy

* There are over 1 million more job openings than there are people
looking for work
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Job Openings versus Unemployed: Hard evidence that labor is scarce

Unemployed Declining as Job Openings Rise * Job openings are still robust at
7.33 million, a 29.4% increase
over a year ago.

The number of unemployed
actively looking for work,
stood at 6.29 million in
December, down 4.4% from
the prior year.

While noting the one-month
O T S SSRGS gap in the two datz? §er|es,
& & & & & & & & & & there are now 1 million more
Unemployed, Monthly in Millions == Job Openings, Monthly in Millions _]Ob Openings than people
looking for work.

Source: U.S. Bureau of Labor Statistics, fred.stlouisfed.org
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Wage Inflation has been largely absent during this cycle

Average Annual Wage Inflation (%)

Long-term Avg: 4.2%
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Manufacturing Employment and Output has been declining in the U.S.

Manufacturing Employment and Output

=== Manufacturing Employment as a % of Total Workforce (LHS)

=== Manufacturing Output as a % of Private Industry Output (RHS)
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Bl OLD NATIONAL’

Wealth Management




Sectors Forecasted to Create the Most New Jobs, U.S. 2016-2026

New Jobs by Major Occupational Group
Numericchange inemployment projected 2016-26

2017 Median Pay Number of New Jobs (Projected), 2016-26

$23,100 Personal Care Aid [ N 777,600

$20,180 Food Prep/Servers Incl Fast Food | NN 579900

$70,000 Registered Nurses || N AN 433100

$23,210 Home Health Aides || GGG 231,200

101,790 Software Developers || | | NN 255,400 .

° P The bulk of new jobs

$24,990 Janitors and Cleaners || | || 236,500
, created through 2026
$100,410 General & Operations Mngrs _ 205,200

$27,040 Laborers & Freight, Stock Workers | NN 199,700 are .eXpect-ec.i to be low
$32,480 Medical Assistants | | JEEEEN 183,900 paying positions.

$20,820 Waiters and Waitresses || | | |l 182,500

$27,520 Nursing Assistants || NN 173,400

$34,530 Construction Laborers _ 150,400

$25,180 Cooks, Restaurant | 145,300

$69,350 Accountants and Auditors - 139,900

$63,230 Market Research Analysts - 138,300
$32,890 Customer Service Reps || 136,300

Source: Bureau of Labor Statistics
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2019 Big Picture Themes

We live in a Globally Integrated Economy
The U.S. Economy will grow near 2.5% in 2019 driven by consumer spending

The labor market is still very healthy

* There are nearly 600,000 more job openings than there are people
looking for work

Fed is “on hold” for most of 2019

 The FOMC’s own estimates for future growth have been trending
downward. Why would they move aggressively to raise rates?
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2019 Big Picture Themes

FOMC GDP Estimates (%)

2018 Estimate

/ =9 3.0

2019 Estimate

\ 2.3

2020 Estimate

2.0

® 1.8
2021 Estimate

Dec-2017 Mar-2018 Jun-2018 Sep-2018 Dec-2018
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Crude Oil and Commodities

The recent slump in oil prices
will act as a significant drag
on inflation.

Crude Oil and CPI Commodities

80 H

60 A slowdown in GDP growth in

the US and China, the world’s
largest oil consumers, is likely
to slow growth in oil demand.

40

20 A

0 4

-20 A

_40 1 "2 7 . .
60 - . Energy’s contribution to

80 L . inflation is likely to be

Jan-12 Jan-13 Jan-14 Jan-15 Jan-16 Jan-17 Jan-18 Jan-19 negative during the next two
e Crude Oil, West Texas Intermediate Y/Y% (LHS) e CP| Commodities Y/Y% (RHS)
years.
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All Commodity and Agricultural Prices

Movements in agricultural
All Commodity and Agricultural Prices prices are unlikely to have a

r 30 significant impact on inflation.
- 25
Agricultural commodity
20 markets are depressed due to
|15 global supply abundance and
ongoing trade disputes.
10
L s The outcome of the 90-day
‘cease-fire’ with China on
OJan—09 jan-10 jan-i1 jan-12 jan-13 jan-14 jan-15 Jarlw—160 trade will be the most pivotal
e GSCl Commodity Index (LHS) === Soybeans $/bu (RHS) Wheat $/bu (RHS) Corn $/bu (RHS) event for US agricultu rein
20109.
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Interest Rates: Yields across the curve have eased since the Fed adopted its
“patient” stance in response to sharper than anticipated slowing of global GDP

Yield Curve (United States)

The Fed raised rates four times in
2018 to the Fed funds target
range of 2.25 — 2.50%.

With inflation under control, the
consensus of the Fed is maintain
rates at current levels.

Policymakers are focused on
heading-off concerns about
excesses in financial markets.

The Fed is acutely aware that
both equity and property prices
have risen a long way since 2009,
as they did prior to the dotcom
and subprime crashes.

6MY 2Y 3Y  5Y 10y 15Y 20Y
=0= Now =@=- One Month Ago =@®= One Year Ago
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The curve in this tightening cycle has behaved in-line with past experience

The US Yield Curve: The Previous Tightening Cycle The US Yield Curve: Today's Tightening Cycle

6/30/2006

The only difference between the behavior of the yield curve in today’s tightening cycle versus the
previous cycle is that it flattened at a lower level. That is the result of a lower neutral rate.

The neutral rate is a level that keeps the economy at it production potential over time, i.e.,

monetary policy is neither accommodative nor restrictive.
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Market Outlook: Is the stock market positioned to resume its uptrend?

Positives Negatives

US economic outperformance theme remains
intact; economists continue to highlight very
low recession probabilities.

Consumer confidence rebounded after
government shutdown.

The labor market is very strong; 3- month
average of new jobs creation is 240,000 up from
222,000 the prior three months.

Fed policy is back on track. Fed Chairman
Powell is now emphasizing patience, risk
management and flexibility.

Inflation is low and forecasted to remain at
moderate levels; upward pressure on interest
rates is easing.

1.

Global growth has desynchronized with
particular concerns about the slowdown in
China.

2019 EPS estimates at risk from trade conflict
and margin pressure.

Interest rate sensitive sectors are weak. Home
sales are trending downward and vehicle sales
have softened.

Demand for borrowing is waning for all types
of loans; lending standards for C&I loans and
commercial RE are tightening.

Manufacturing activity is vulnerable due to
weakness in export order growth caused by
trade and tariff constraints.
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Important Information — Please Read

Investment instruments utilized by Old National Wealth Management are not FDIC insured, are not
deposits or other obligations of Old National Wealth Management, Old National Bank or its parent
company or affiliates and involve investment risk including the possible loss of principal invested.

Investment and securities information presented herein is unique to Old National Wealth Management'’s
approach to investment management. All information and opinions have been obtained from sources
we believe to be reliable and current at the time of publication, but are not guaranteed. Examples or
other representations made herein are for illustrative purposes and are not intended to be specific
legal, tax, or investment advice and do not represent a solicitation to buy or sell any particular security.

Investments and strategies that may be presented may not be suitable for all investors. Old National
Wealth Management Client Advisors and Portfolio Managers will work with interested parties to execute
plans developed in consultation with their attorney or tax advisor.

The comments, views and opinions expressed are those of the author and Old National Wealth
Management. From time to time, Old National Wealth Management affiliates may issue reports, or
have opinions that are inconsistent with, and reach different conclusions from, this report. Old National
Wealth Management, its parent company, or any of its affiliated companies do not accept any liability
for any direct, indirect, or consequential damages or losses arising from any use of this report or its
contents.

Copyright 2019 Old National Wealth Management — The material contained in this report may not be
copied, reproduced, republished, posted, transmitted or otherwise distributed without prior written
permission.
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