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Introduction
Brett Ryan
We entered 2026 with a constructive view on the economy. Our narrative was that Senior US Economist

headwinds from the historic trade policy and tariff shock from 2025 were likely to +1-212-250-6294
fade over the course of this year as tariff rates fell and that growth tailwinds were

. . . . .. Justin Weidner
set to strengthen from monetary and fiscal policy, financial conditions, robust

Economist
productivity and Al-related investment. +1-212-469-1679
While these pillars of our outlook have largely materialized as expected, the Amy Yang
economy has been dealt another adverse shock from a spike in oil prices Economist

precipitated by the war in Iran. Our baseline is that as long as oil prices have +1-212-250-9959

peaked and are on a slow downward trajectory over the coming months, the
economy is likely to weather another substantial shock relatively well. Indeed, the
adjustments to our forecast are relatively modest: slightly weaker growth,
marginally lower unemployment, and modestly higher inflation. Against this
backdrop, we have removed our lone Fed rate cut from this year and now see the
Fed on an indefinite hold near neutral.
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Growth: Qil drag versus fiscal and FCI boost

We have modestly lowered our growth forecast this year, with Q4/Q4 real GDP
growth now projected at 2.3% (down from 2.4% previously). This downgrade
reflects the drag from higher oil prices (roughly -0.2pp) as well as weaker
consumer spending to start the year counterbalanced by continued tailwinds for
growth (see Impact of oil price shocks a "frack"-tion of what they once were, Into
the danger zone? Nonlinearities between oil prices and growth and How big of an
oil shock can the Big Beautiful Bill handle?).

These tailwinds include: supportive financial conditions, fiscal policy (larger tax
refunds), robust productivity, and a continued strong pace of Al investments. Our
growth forecast assumes oil prices broadly follow DB’s commodity team’s
expectations that Brent will remain elevated in the near-term before moderating
towards $75-80 per barrel by year end. The most notable risk to this forecast is a
further escalation in Iran which leads to a more severe and protracted oil price
shock.
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Figure 2: Likelihood of negative growth quarters goes up

Figure 1: Fed staff's model of US economy shows modest drag on
substantially when oil prices are >20% above recent peak

growth from oil price shocks
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Figure 3: Tax refunds are running ~$30bn above recent years Figure 4: Financial conditions still a meaningful buffer against oil
shock
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Labor market: Growing confidence in stabilization

Coming into the year, the biggest unknown in our forecast was whether the labor
market would stabilize. Although recent monthly payrolls prints have been very
volatile, the labor market has shown increased evidence of stabilizing. Most
measures of labor market slack have been stable over the past 12-18 months.
Together with the recent decline in the unemployment rate to 4.3% confirms that
the monthly breakeven payroll number has fallen to ~0-50k jobs/month,
consistent with recent Fed staff research (see here and here).

Our baseline is that the unemployment rate will remain near or perhaps slightly
below current levels (Q4 lowered by 0.1pp to 4.3%). Despite greater confidence
in stabilization, the labor market remains in an uncomfortable equilibrium of low
hiring and low firing along with a relatively narrow base of sectors producing
growth. Downside risks are therefore present, including from Al beyond the near-
term, even though we do not believe the latter has had a material adverse effect
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on the labor market thus far (see latest Tracking Al's impact on the labor market

(Apr. 2026) and Will Al drive unemployment higher this year? Al thinks not).

| Figure 5: Payrolls have shown signs of stabilizing and firming
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Figure 6: Fed staff analysis suggests the breakeven monthly
payrolls number is likely close to Ok
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Figure 7: Unemployment rate has retraced most of its rise from
late 2025 and is close to longer-run estimates
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Figure 8: But fragile equilibrium of low hiring and firing persists
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Inflation: Another year well above target

The disinflation path is murkier. Shelter disinflation should continue modestly
further, and core goods may reverse some tariff effects later this year, but "super
core" inflation has proven sticky. We have incorporated some upside into core
inflation this year from the oil price shock and now see core CPl and PCE at 2.7%
and 2.9% (Q4/Q4), respectively. The latter is about 0.1pp higher than our prior
forecast and half a percentage point higher than our outlook projections last

November. Headline inflation has undergone the more

substantial upward

revision in recent months, with CPl and PCE now anticipated to end the year

around 3.25%.
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Following the upward revisions, risks are now more balanced for this year. A more
sustained oil price shock would impart upside risks, while further shelter
disinflation or a quicker reversal in tariff effects represent downsides. Further out,
we continue to project core inflation will remain modestly (~0.25pp) above the

Fed's target over the forecast horizon.

Figure 9: Fed staff's model suggests oil price shock has a

significant impact on headline inflation and muted effects on core
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Figure 10: PPI data show pipeline inflation is elevated, suggesting

core goods to stay firm into at least Q3
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Figure 11: Core PCE breakdown: Modest further disinflation from
housing, core goods should eventually roll over, super core sticky
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Figure 12: Inflation to remain well above target this year and

approach target over next two years

Source: BEA, BLS, Macrobond, Deutsche Bank Research
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Fiscal: Budget deficits to stay wide on less tariff revenue

There have been several notable fiscal developments to start the year, all of which
are consistent with our expectation that the budget deficit is likely to widen more
than anticipated. First, tariff revenues have likely peaked and look set to
significantly undershoot the CBO’s projections as the administration does not
fully replace IEEPA rates. Second, it has been confirmed that refunds of the
~$175bn of tariffs paid under IEEPA powers will proceed with the process
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beginning imminently. Our baseline is that roughly $50bn of refunds will be
dispersed this year, with the majority in 2027. Finally, the Iran war has added an
unexpected additional expense for the defense budget.

To be sure, there remain two-sided risks to our fiscal outlook. First, we have not
made any assumptions on potential revenues from several ongoing Section 301
investigations. While the Administration has signaled its intent to ramp up these
investigations in the wake of losing its IEEPA case, it remains unclear if these 301
measures would be used as a negotiating tool or as a revenue source. In addition,
the Trump administration might want to avoid pursuing further unpopular
inflationary policies ahead of the midterm elections.

Regarding downside risks, Congress is likely to pursue another budget
reconciliation bill this year which could include some type of mild stimulus. Our
base case is that another reconciliation bill this year will be narrow in scope and
unlikely to provide meaningful further support for the economy (e.g., we do not
expect substantial stimulus checks for households). However, should gasoline
prices remain elevated, Congressional Republicans could pass a temporary
federal gasoline tax holiday in their upcoming reconciliation bill. On an annual
basis, a gasoline tax holiday could be worth around $45bn to consumers. Absent
those policies, we project a federal budget deficit as a share of GDP in the 6.25-
6.50% range this year.

7 Figure 13: Tariff revenues have declined sharply from the peak in 7 Figure 14: The CBO's latest deficit forecast assumed all IEEPA
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Figure 15: DB anticipates wider budget deficit than CBO'’s Figure 16: Longer-term spending dominated by health items and
baseline mostly due to less tariff revenue net interest
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Fed: On hold, near neutral

With the Fed at neutral, inflation (well) above target this year, and the labor market
stabilizing, we have removed the September rate cut from our forecast. Our
baseline is now that the Fed will remain on hold indefinitely. Unchanged rates are
consistent with policy rules with our economic forecast, which prescribe rates at
or above current levels. The timing of Warsh’s nomination remains uncertain, as
itis tied to the Dod’s investigation of Chair Powell. Ultimately, however, we do not
see a turnover in leadership as producing a clearly more dovish reaction function
for the Committee.

There are two-sided risks to our view. Rate cuts this year most likely require some
weakening in labor market conditions along with softer inflation. A rate hike this
year is no longer a trivial possibility, but we do not expect such conditions to
manifest in 2026. Getting there likely requires: a re-tightening of the labor market
such that it returns as a source of inflationary pressures as well as an acceleration
in core PCE above 3%. Upward movement in inflation expectations would also
contribute to this outcome.

Deutsche Bank Securities Inc.

Page 6



16 April 2026
US Economic Perspectives

7 Figure 17: DB’s r-star dashboard consistent with real neutral
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Figure 18: Policy rules are consistent with rates somewhat above

current levels on DB econ forecast and r-star view
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' Figure 19: lllustrative conditions for rate cuts (green) and hikes
(red) in 2026
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Figure 20: Fed projected to be on hold for an extended period
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I Figure 21: DB US economic forecast summary
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(Tel: +91 22 7180 4929 email ID: complaints.deipl@db.com). Registration granted by SEBI and certification from
NISM in no way guarantee performance of DEIPL or provide any assurance of returns to investors. Investment in
securities market are subject to market risks. Read all the related documents carefully before investing. DEIPL may
have received administrative warnings from the SEBI for breaches of Indian regulations. Deutsche Bank and/or its
affiliate(s) may have debt holdings or positions in the subject company. With regard to information on associates,
please refer to the "Shareholdings" section in the Annual Report at: https://www.db.com/ir/en/annual-reports.htm. For
latest India research audit report, refer https://country.db.com/india/deutsche-equities-india/index?language id=1.

Japan: Approved and/or distributed by Deutsche Securities Inc.(DSI). Registration number - Registered as a financial
instruments dealer by the Head of the Kanto Local Finance Bureau (Kinsho) No. 117. Member of associations: JSDA,
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Type Il Financial Instruments Firms Association and The Financial Futures Association of Japan. Commissions and
risks involved in stock transactions - for stock transactions, we charge stock commissions and consumption tax by
multiplying the transaction amount by the commission rate agreed with each customer. Stock transactions can lead to
losses as a result of share price fluctuations and other factors. Transactions in foreign stocks can lead to additional
losses stemming from foreign exchange fluctuations. We may also charge commissions and fees for certain
categories of investment advice, products and services. Recommended investment strategies, products and services
carry the risk of losses to principal and other losses as a result of changes in market and/or economic trends, and/or
fluctuations in market value. Before deciding on the purchase of financial products and/or services, customers should
carefully read the relevant disclosures, prospectuses and other documentation. ‘Moody's', ‘Standard Poor's', and
'Fitch' mentioned in this report are not registered credit rating agencies in Japan unless Japan or ‘Nippon'is
specifically designated in the name of the entity. Reports on Japanese listed companies not written by analysts of DSI
are written by Deutsche Bank Group's analysts with the coverage companies specified by DSI. Some of the foreign
securities stated on this report are not disclosed according to the Financial Instruments and Exchange Law of Japan.
Target prices set by Deutsche Bank's equity analysts are based on a 12-month forecast period.

Korea: Distributed by Deutsche Securities Korea Co.

South Africa: Deutsche Bank AG Johannesburg is incorporated in the Federal Republic of Germany (Branch Register
Number in South Africa: 1998/003298/10).

Singapore: This report is issued by Deutsche Bank AG, Singapore Branch (One Raffles Quay #18-00 South Tower
Singapore 048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection
with, this report. Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an
accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and
regulations), they accept legal responsibility to such person for its contents.

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should
independently evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank
research may not be distributed to the Taiwan public media or quoted or used by the Taiwan public media without
written consent. Information on securities/instruments that do not trade in Taiwan is for informational purposes only
and is not to be construed as a recommendation to trade in such securities/instruments.

Qatar: Deutsche Bank AG in the Qatar Financial Centre (registered no. 00032) is regulated by the Qatar Financial
Centre Regulatory Authority. Deutsche Bank AG - QFC Branch may undertake only the financial services activities
that fall within the scope of its existing QFCRA license. Its principal place of business in the QFC: Qatar Financial
Centre, Tower, West Bay, Level 5, PO Box 14928, Doha, Qatar. This information has been distributed by Deutsche
Bank AG. Related financial products or services are only available only to Business Customers, as defined by the
Qatar Financial Centre Regulatory Authority.

Russia: The information, interpretation and opinions submitted herein are not in the context of, and do not constitute,
any appraisal or evaluation activity requiring a license in the Russian Federation.

Kingdom of Saudi Arabia: Deutsche Securities Saudi Arabia (DSSA) is a closed joint stock company authorized by the
Capital Market Authority of the Kingdom of Saudi Arabia with a license number (No. 37-07073) to conduct the
following business activities: Dealing, Arranging, Advising, and Custody activities. DSSA registered office is Faisaliah
Tower, 17th Floor, King Fahad Road - Al Olaya District Riyadh, Kingdom of Saudi Arabia P.O. Box 301806.

United Arab Emirates: Deutsche Bank AG in the Dubai International Financial Centre (registered no. 00045) is
regulated by the Dubai Financial Services Authority. Deutsche Bank AG - DIFC Branch may only undertake the
financial services activities that fall within the scope of its existing DFSA license. Principal place of business in the
DIFC: Dubai International Financial Centre, The Gate Village, Building 5, PO Box 504902, Dubai, U.A.E. This
information has been distributed by Deutsche Bank AG. Related financial products or services are available only to
Professional Clients, as defined by the Dubai Financial Services Authority.
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Australia and New Zealand: This research is intended only for 'wholesale clients' within the meaning of the Australian
Corporations Act and New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research
disclosures and related information at https://www.dbresearch.com/PROD/RPS EN-
PROD/PROD0000000000521304.xhtml| . Where research refers to any particular financial product recipients of the
research should consider any product disclosure statement, prospectus or other applicable disclosure document
before making any decision about whether to acquire the product. In preparing this report, the primary analyst or an
individual who assisted in the preparation of this report has likely been in contact with the company that is the subject
of this research for confirmation/clarification of data, facts, statements, permission to use company-sourced material
in the report, and/or site-visit attendance. Without prior approval from Research Management, analysts may not
accept from current or potential Banking clients the costs of travel, accommodations, or other expenses incurred by
analysts attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research
Management and Anti-Bribery and Corruption ("ABC") team, analysts may not accept perks or other items of value for
their personal use from issuers they cover.

Additional information relative to securities, other financial products or issuers discussed in this report is available
upon request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written
consent.

Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance
record based on trading actual client portfolios, simulated results are achieved by means of the retroactive application
of a backtested model itself designed with the benefit of hindsight. Taking into account historical events the
backtesting of performance also differs from actual account performance because an actual investment strategy may
be adjusted any time, for any reason, including a response to material, economic or market factors. The backtested
performance includes hypothetical results that do not reflect the reinvestment of dividends and other earnings or the
deduction of advisory fees, brokerage or other commissions, and any other expenses that a client would have paid or
actually paid. No representation is made that any trading strategy or account will or is likely to achieve profits or
losses similar to those shown. Alternative modeling techniques or assumptions might produce significantly different
results and prove to be more appropriate. Past hypothetical backtest results are neither an indicator nor guarantee of
future returns. Actual results will vary, perhaps materially, from the analysis.

The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed
by the Research department within Deutsche Bank AG, computed using a systematic approach without human
intervention. Different data providers, market sectors and geographies approach ESG analysis and incorporate the
findings in a variety of ways. As such, the ESG scores referred to herein may differ from equivalent ratings developed
and implemented by other ESG data providers in the market and may also differ from equivalent ratings developed
and implemented by other divisions within the Deutsche Bank Group. Such ESG scores also differ from other ratings
and rankings that have historically been applied in research reports published by Deutsche Bank AG. Further, such
ESG scores do not represent a formal or official view of Deutsche Bank AG.

It should be noted that the decision to incorporate ESG factors into any investment strategy may inhibit the ability to
participate in certain investment opportunities that otherwise would be consistent with your investment objective and
other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may
be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and
the investment opportunities available to such portfolios may differ. Companies may not necessarily meet high
performance standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any
company will meet expectations in connection with corporate responsibility, sustainability, and/or impact
performance.
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