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Another soft patch for the economy in the third quarter
from trade and inventories, but a pickup in growth is
still expected for 2016.

» Job growth was slow again last month, but this data may eventually be
restated higher. Retail sales measures also softened over the past two months
even as spending on big ticket items (housing/autos) remained strong.

After a couple of months of heightened volatility, financial markets were more
stable in October — with significant gains in broad equity indices. Global
central bank accommodation, with the promise of easier policy from some and
postponed tightening from others, helped to push asset prices higher.

Economic growth should accelerate modestly in 2016 in response to more
stable inventories and continued strength in housing and autos. Core inflation
is expected to edge upward as labor and product markets tighten.

Tightening by the Federal Reserve is unlikely to occur until at least December
— with only modest additional moves in the near term. Long-term rates should
rise even more slowly than the Fed’s benchmark, allowing the yield curve

to flatten.

Find more perspectives inside.
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A clearer view of the economy

The Nationwide Retirement Institute breaks down and simplifies complex topics to help advisors have
meaningful and productive conversations with their clients. When it comes to the economic picture,
the Retirement Institute calls on the experience, perspective and statistical analysis of the Nationwide
Economics team. This assures advisors of a relevant economic perspective that’s both easy to use
and understand.
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David holds a doctorate in Economics and a master’s degree in Public Policy from the
University of Michigan. Prior to Nationwide, David served as Chief Economist & Strategist
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Economist for Fannie Mae. David has also served as Chief Financial Economist at
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Bryan is a frequent author and knowledgeable source on economic topics, and has been
featured in The Wall Street Journal and New York Times. Bryan holds degrees in Economics
and Political Science from Miami University and has earned the Chartered Financial Analyst
designation. He currently serves as Chairman of the Ohio Council on Economic Education and
is a member of the Ohio Governor’s Council of Economic Advisors, the National Association
for Business Economics, and the Bloomberg monthly economic forecasting panel.
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Ben authors periodic economic analyses from the Nationwide Economics team, as well

as commentary on key economic topics. Ben is also responsible for understanding and
analyzing the enterprise business drivers to assist the strategic planning process. He holds
a Master of Science in Economics from the Ohio State University, specializing in applied
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Weaker readings from high-profile indicators at the end of the third quarter, notably a downshift in job gains and
sub-2.0 percent real GDP growth, have masked positive signs in underlying economic performance. The slowdown in
employment, in particular, appears to be temporary if not revised away entirely. Consumer activity continues

to improve on the back of strong job growth in recent years, helping to drive further expansion in housing and

services. Financial markets have been unfazed by the softer data of late, rebounding sharply in October in response
to easy central bank policies. Reduced market expectations of a tightening move by the Fed this year have caused

interest rates to track lower.

Employment

Current ‘ Previous ‘ Year ago
Job gains were sluggish again last month, but the Employment growth — Sept 142,000 136,000 250,000
initial reading for September has been revised higher
. . Unemployment rate — Sept 51% 51% 5.9%
in each of the last six years. The unemployment rate
was unchanged and is closing in on most estimates
of full employment (around 5.0 percent).
Financial Current ‘ Previous ‘ Year ago
Eﬁeu::]%gégkgsrweeri:p sho'lhedll*z I:k(e)tCtg?iri{Ismg by Yield curve — Oct 1.80 pp 1.82 pp 2.21 pp

i ur years, whi a volatility -

BAA dit d — Oct 3.28 3.15 2.37
decreased to more normal levels. Interest rates edged credit sprea — ¢ PP PP PP
down as weaker employment data reduced market CBOE market volatility — Oct 18.68 24.31 17.90
expectations of a near-term Fed rate hike. S&P 500 stock index — Oct 1,992 1,954 1,940
Consumer Current | Previous | Year ago
Retail sales were surprisingly sluggish in September, Retail sales growth — Sept 01% 0.0% -0.2%
as falling gas prices and declines in several core

X . Total home sales — Sept 6.02 M 583 M 556 M
categories offset another solid rise in autos. Home :
sales extended gains in September amid positive Consumer sentiment — Oct 921 87.2 86.9
demographics and still low mortgage rates.
Business Current | Previous | Year ago
ISM surveys pulled back slightly in September with ISM Manufacturing — Sept 50.2 511 56.1
the manufacturing index nearing the expansion

. 9 g P .. / ISM Non-manufacturing — Sept 56.9 59.0 58.1
contraction threshold. Small business optimism - —
edged up in September, but is little changed over NFS'B stmall business optimism 961 95.9 95.3
the past year. —>ep
Inflation Current Previous Year ago
The CPI dipped again in September on lower oil prices, Consumer Price Index
with the 12-month rate slipping below zero. Core (CPI) — Sept -0.2% -0.1% 0.1%
inflation accelerated a bit, rising at its fastest pace in Core CPI — Sept 0.2% 01% 01%

five months.
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Real GDP growth slowed to less than 2.0 percent in the third quarter as a result of inventory rebalancing and weaker
trade. Core economic growth remains solid, however, suggesting that overall activity will stabilize once the

inventory decumulation is over. Additionally, improved demographics should lead to stronger housing, auto, and

core retail spending, resulting in a modest acceleration in the pace of expansion over the next year. Core inflationary
pressures are expected to build slowly as labor/product markets tighten, leading to modest monetary policy tightening
in the months ahead. Near-term risks from slower growth abroad remain.

The Economy 2014 | 20158 | 2016F | 2017F
We continue to project a modest acceleration in real Real GDP growth 2.4% 2.6% 3.0% 2.8%

GDP growth to around 3.0 percent in 2016, helped
by an end to the mini inventory cycle. Additionally,
demographic and labor market trends remain
positive for consumer spending.

Interest Rates

The Federal Reserve is likely to proceed cautiously Federal funds rate 0.06% 0.25% 1.50% 3.25%
into its next monetary tightenin | ith

to its next monetary tightening cycle, wit 10-year treasury note 217% | 250% | 3.05% | 3.45%
benchmark rates moving up only gradually —
perhaps starting in December. The yield curve
should flatten as short-term rates move higher.
Consumer 2014 | 2015 E | 2016 F | 2017 F
";'elz:t:‘y JObt_ga'”s’ 'F’Vfc’ t'“tereslt_drates’ a”fd rising house- [ 1otal home sales 537M | 585M | 610M | 6.05M

© Qrm.a ions point 1o a solid pace o Fonsumer Light vehicle sales 16.5M 174 M 176 M 17.3 M
spending in the quarters ahead — especially on big
ticket items such as autos and homes. Tighter job
markets should lead to faster income growth, which
will further help to boost spending.
Job Market 2014 | 20158 | 2016F | 2017F
We expect nonfarm payroll employment gains to move [ average job growth 260,000 | 210,000 | 200,000 | 180,000
back over the 200,000 level soon, with the possibilit

. _p y Unemployment rate 6.1% 5.3% 4.8% 4.7%

of upward revisions to the slower recent gains.
Unemployment should continue to move downward in
response to the solid job growth — dropping below full
employment levels by early next year.
Inflation 204 | 2056 | 2016F | 2017F
Overall inflation will continue to be whipsawed by the Consumer Price Index
swings in energy prices. Core inflation, however, should | (cpiy 1.2% 0.8% 2.2% 2.4%
build slowly as the output gap diminishes. Core CPI 1.7% 1.9% 2.2% 23%
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Glossary Nationwide

CBOE — Chicago Board Options Exchange

BAA Credit Spread — Spread between 10-year Treasury note and BAA-rated corporate bond rates
E — Estimate; F — Forecast

ECB — European Central Bank

EU — European Union

FOMC — Federal Open Market Committee

GDP — Gross Domestic Product

ISM — Institute for Supply Management

Market Volatility Index (VIX) — Measure of implied volatility in the S&P 500 stock index
NFIB — National Federation of Independent Business

pp — Percentage points

QE — Quantitative Easing (the Federal Reserve’s special purchase program of longer-term Treasury
notes and mortgage-backed securities)

Trend arrows — Predominant directional movement over the past 3-6 months

Yield Curve — Spread between the 1-year and 10-year Treasury note rates
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* Not a deposit « Not FDIC or NCUSIF insured * Not guaranteed by the institution * Not insured by any federal government agency * May lose value

This material is provided by Nationwide Economics and is general in nature. It is not intended as investment or economic advice, or a recommendation
to buy or sell any security or adopt any investment strategy. Additionally, it does not take into account the specific investment objectives, tax and finan-
cial condition or particular needs of any specific person. We encourage you to seek the advice of an investment professional who can tailor a financial
plan to meet your specific needs.

The economic and market forecasts in this report reflect our opinion as of the date of this presentation/review and are subject to change without
notice. These forecasts show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they may not reflect actual
performance. Case studies and examples are for illustrative purposes only. We obtained certain information from sources deemed reliable, but we do
not guarantee its accuracy, completeness or fairness.

Nationwide, the Nationwide N and Eagle, Nationwide is on your side and Nationwide Retirement Institute are service marks of Nationwide Mutual
Insurance Company. © 2015 Nationwide
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