/ @ State of the
SVN Market 2024

v

RESEARCH

MACROECONOMY &
LABOR ENVIRONMENT




Macroeconomic & Labor

While reaching a consensus on the US economic outlook
has been challenging, over the past year, the central
qguestion facing market watchers has seemingly shifted
from, “Are we entering into recession?” to “Are we
experiencing a soft landing?”

If we take Jamie Dimon and Ray Diallo’s recent admission

as a sign, the shift in market expectations reflects the
US economy’s enduring positive fundamentals and trend
toward price stability.
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https://www.businessinsider.com/jamie-dimon-ray-dalio-us-economy-recession-predictions-wrong-wsj-2024-3?international=true&r=US&IR=T

Economic Growth & Labor Markets
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Ratio of Job Opening to Unemployed Persons @SVN

Source: US Bureau of Labor Statistics; Through February 2023
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Americans are increasingly struggling to
pay their bills, but high employment levels
have kept the train moving, and so far,
momentum has carried into 2024.

Job growth exceeded consensus
expectations during both January and
February. Despite an uptick in layoffs,
weekly unemployment claims data
suggests that laid-off workers are, on
average, finding new work relatively
quickly.

While the number of job openings per

unemployed person has receded from a high of 2.3 in April 2022, it remains well above the
2019 average of 1.2 openings per person. Resultingly, wage pressures have come down from
immediate post-pandemic effects but continue to sustain growth-stimulating consumer

activity.
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Touching Down, But Gently

Consumer Sentiment Index luSVYN
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Economic activity has continued to expand
across the country, and projections for

the real GDP growth rate during the first
quarter of 2024 stand at 2.3% as of March
14th. Nonetheless, signs of an economic
cooling remain. Retail sales growth
dampened more than expected in February
and is sitting alongside falling consumer
sentiment to begin the year.

Oddly, such a slowdown rings as good
news to both policymakers, who want

to see an easing of demand-driven price
pressures, and investors, who hope to get
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Source: University of Michigan; Through March 2024
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a reprieve from today’s high interest-
rate environment. While avoiding a
job-destroying recession remains for

the greater good of everyone, modest
reductions in demand are equally
imperative in sustaining economic health.

Data from the University of Michigan
substantiates this link. Following a
steady decline in year-ahead consumer
inflation expectations starting in the
spring of 2022, inflation expectations
rose again during the Fall of 2023. They
are now declining again, coinciding with
the pullback in consumer sentiment.

CEOs also appear to be digesting these soft-landing dynamics positively. According to Business
Roundtable’s CEO Economic Outlook Index, America’s top executives are significantly more
confident about the economy in the months ahead than in previous months. The outlook
index recently exceeded its historical average for the first time in two years, driven by solid

expectations for sales and capital investments.
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https://www.axios.com/2024/03/06/american-economy-business-roundtable-ceo-investments

Interest Rate Environment
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https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm
https://www.federalreserve.gov/monetarypolicy/fomccalendars.htm

US economic data has softened dovish sentiments, while recent February inflation data will likely
re-anchor hawkish caution.

In their latest interest rate projections at the end of 2023, reduced inflation levels led FOMC
officials to, on average, forecast that the federal funds rate would finish 2024 at 4.6%. According
to the Chicago Mercantile Exchange’s Fed Watch Tool, projections of a March rate cut have all
but vanished. However, expectations of three 2024 rate cuts haven’t. Through March 18th, futures
markets continue to forecast a 63.6% probability of at least three rate cuts by year’s end.

Moreover, there is a clear consensus (89MA.5% probability) that at least two rate hikes will
arrive in 2024. Overall, the US macroeconomy and labor market are remarkably strong in
terms of growth, both by historical standards and relative to the rest of the world. However,
with a seemingly new floor on the cost of living and an array of post-pandemic fiscal dilemmas,
investors should remain clear-eyed about the potential consequences of labor market
deterioration. So far, we are sailing in the Goldilocks zone.
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SVN International Corp. (SVNIC), a full-
service commercial real estate franchisor of
the SVN® brand, is one of the industry’s most
recognized names based on the annual Lipsey
Top Brand Survey. With over 200 locations
serving 500 markets, SVN provides sales,
leasing, corporate services and property
management services to clients across the
globe. SVN Advisors also represent clients

in auction services, corporate real estate,
distressed properties, golf & resort, hospitality,
industrial, investment services, land, medical,
multifamily, office, retail, self-storage and
single tenant investments. All SVN offices are
independently owned and operated.

For more information, visit www.svn.com.
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