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THE ECONOMY AT A GLANCE

ECONOMIC HIGHLIGHTS Vel 0, Nov 6

RAISING GDP FORECAST FOR 1G23 CONTRIBUTION TO 4Q GDP CHANGE (%)
We believe that key components of U.S. GDP are still
expanding, despite the impact of inflation, the pandemic, Inv

and geopolitical developments. But growth is not con-
sistent across all segments of the economy and, in many
cases, growth rates are slowing. The risk of recession is Im G
real -- but a U.S. recession is not a foregone conclusion. Ex S
We have raised our 1Q23 GDP estimate to 1.3% from
our prior forecast of 0.2%. We look for the first quarter to
start at a weak rate, but for the economy to improve as the
year goes on. Our estimate for all of 2023 is now 1.8%, up s&L
from our prior forecast of 1.6%. The U.S. Federal Reserve
is combating inflation with aggressive interest-rate hikes.
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Our preliminary forecast for GDP growth in 2024 remains eve

1.8%, as the Fed, with its tool chest again full after hiking NonD G

rates during 1H23, can contemplate lowering interest ImsS

rates to recharge economic growth. Our GDP estimates bure

generally are in the range of other forecasters. The Wall

Street Journal Economic Survey calls for GDP growth of Eap

0.2% in 2023 and 1.9% in 2024. The Federal Reserve is Ex G

now anticipating GDP growth of 0.5% for 2023, and for 1 0 1 2

growth of 1.6% in 2024. Meanwhile, the IMF is calling for
2023 growth of 1.4%. The Philadelphia Federal Reserve’s
Survey of Professional Forecasters is calling for growth
of 0.7% in 20232 and 1.8% in 2024.A recent GDPNow
Forecast from the Federal Reserve Bank of Atlanta sees
growth of 2.5% for 1Q23.
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ECONOMIC HIGHLIGHTS (coninue)

2023 A GLOBAL TROUGH YEAR

Global economic growth is expected to slide in 2023 before
turning higher in 2024, according to the latest World Economic
Outlook from the International Monetary Fund. The pick-up
in 2024 is attributed largely to the expected economic impact
of China’s recent reopening, offset by the ongoing war in
Ukraine and higher interest rates. By the numbers, the world
economy is expected to expand 2.9% in 2023, after having
grown 3.4%in2022.In2024, growthis expected to accelerate
to 3.1%. All of these rates are below the long-term historical
global growth rate of 3.8%. For industrialized economies,
growth is forecast at a miniscule 1.2% in 2023 and 1.4% in
2024. The U.S. is expected to outperform in 2023 but lag in
2024. Foremerging economies, growth forecasts call for 4.0%
in 2023 and 4.2% in 2024. The clear leaders are expected to
be China and India, with average growth for the two years of
4.8% and 6.4%, respectively. Even these growth nations have
differentdrivers: population growth in India and productivity
growth in China. We factor global growth forecasts into our
asset-allocation models. Based in part on slow global growth
rates, we recommend that investors over-weight portfolios
toward U.S.-based securities. Generally, global stocks rep-
resent value, but the risks to growth are high.

311,000 NEW JOBS IN FEBRUARY

The U.S. economy generated 311,000 new jobs in February,
far ahead of the consensus expectations and our forecast of
190,000. The unemploymentrate rose slightly to 3.6% froma
cycle-low 3.4% in January. Average hourly earnings increased
eight cents month-to-month and are 4.6% higher year-over-
year and up 20 basis points month-to-month. Revisions to
the jobs totals in the two prior months trimmed 34,000 jobs
from the economy. In February, jobs gains occurred in leisure
and hospitality, retail, professional and business services,
government, healthcare, and construction. Industries notably
absent from the outsized jobs gain include mining, quarrying,
oil and gas extraction, manufacturing, wholesale trade, and
financial activities. January’s blockbuster jobs gains were
revised only slightly lower to 504,000 from 517,000, sug-
gesting the consumer segment of the economy may maintain
its growth track for a few more months, despite the impact
of the interest-rate hikes from the Fed, the Russian invasion
of Ukraine, and high food prices.

GLOBAL GDP GROWTH RATES & FORECASTS (%)

India
12024 GDP Growth Rate

China 2023 GDP Growth Rate

IMF EM 2022 GDP Growth Rate

IMF World

Japan

us.

IMF Dev.

Brazil

Euro Area

Russia

Germ

UK

-10 -5 0 5 10

U.S. UNEMPLOYMENT RATE (%)
16

Sources: St. Louis Federal Reserve, Argus

14

12

10

2

1950 1960 1970 1980 1990 2000 2010 2020




FINANCIAL MARKET HIGHLIGHTS

ARGUS LOWERS EPS FORECASTS

The4Q22 earnings season is over and S&P 500 earnings from
continuing operations likely declined 3% from 4Q21. Based
on the slightly weaker-than-expected finish to the earnings
year, we reduced our 2022 estimate of S&P 500 earnings
from continuing operations to $222 from $224. If $222 turns
out to be the final number, EPS will have grown about 5%
from 2021. Given what appears to be a more-extended Fed
rate-hiking campaign, as well as the lower 2022 base, we
lowered our 2023 earnings estimate to $226 from $230. That
implies 2% growth. Finally, we reduced our 2024 forecast
to $245 from $250, which implies 8% growth, reflecting our
expectations that earnings growth will begin to “normalize”
once the Fed is finished. The S&P 500 two-year forward P/E
on our revised 2023 and 2024 forecasts is 16.9; that is about
15% below the prior five-year average of 19.5. Reflecting
much higher inflation and interest rates, as well as other in-
puts, our adjusted earnings-yield model continues to signal
overvaluation in stocks.

EARNINGS EXPECTED TO WEAKEN IN 1Q

The fourth-quarter earnings season is now in the rear-view
mirror. That’s a good thing, as S&P 500 earnings fell for
the first time since the pandemic. But a trend reversal is
not expected until 2H23, and preliminary indications from
Refinitiv call for an EPS decline of 3.9% in the first quarter.
Let’s take a deeper dive. Last quarter, the lagging sectors
included Communication Services (sector earnings were
down 26% year-over-year), Basic Materials (-19%), Con-
sumer Discretionary (-17%), and Financial Services (-10%).
The all-import Technology sector, which accounts for more
than 20% of S&P 500 EPS, saw earnings decline 9%. The
savior was Energy, as earnings from this group jumped 59%.
Looking ahead, Technology is forecast to decline again,
while Healthcare (which accounts for 15% of earnings) is
expected to drop sharply as well. Energy is starting to cycle
against difficult comparisons, and growth is expected to
slow in 1Q23. The earnings trends are expected to smooth
and improve by the fourth quarter. Current analyst estimates
call for 13% 4Q year-over-year growth for Technology, and
29% for Communication Services. Both Consumer sectors
are forecast for double-digit growth, and overall S&P 500
EPS growth in 4Q23 is estimated at 10%.

S&P 500 EPS TRENDS & ESTIMATES
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ECONOMIC TRADING CHARTS & CALENDAR

Release: Durable Goods Orders
Date: 3/24/2023
Month: February

Previous Report: 3.1%
Argus Estimate:  2.5%
Street Estimate: NA
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Release: New Home Sales
Date: 3/23/2023
Month: February

Previous Report: 670000
Argus Estimate: 655000
Street Estimate: 645000
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Release: Existing Home Sales
Date: 3/21/2023
Month: February

Previous Report: 4.00 min.
Argus Estimate:  3.95 min.
Street Estimate:  4.20 min.
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Source: National Association of Realtors
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Previous Week’s Releases and Next Week’s Releases on next page.




ECONOMIC TRADING CHARTS & CALENDAR (conTINUED)

Previous Week's Releases

Release

Previous

Argus
Estimate

Street
Estimate

Actual

14-Mar

15-Mar

16-Mar

17-Mar

Consumer Price Index
CPI ex-Food & Energy

Retail Sales

Retail Sales ex-autos
Business Inventories
Import Price Index
PPI Final Demand

PPl ex-Food & Energy

Housing Starts

Industrial Production
Capacity Utilization
Leading Index

U. of Michigan Sentiment

Next Week's Releases

February
February

February
February
January
February
February
February

February

February

February

February
March

Report
6.4%
5.6%

6.4%
730/0
12.7%
0.8%
6.0%
5.4%

1309 K
0.8%
78.3%

-0.3%
67.0

Previous

6.2%
5.2%

6.0%
7.0%
5.0%
1.0%
5.5%
5.0%

1300 K
0.5%
78.0%

-0.2%
66.0

Argus

6.0%
5.4%

NA
NA
NA
NA
NA
NA

1310 K
NA
78.5%

-0.2%
67.3

Street

6.0%
5.5%

NA
NA
NA
NA
NA
NA

NA

NA
NA
NA
NA

28-Mar

30-Mar

31-Mar

Release
Wholesale Inventories
Consumer Confidence

GDP Annualized QoQ
GDP Price Index

Personal Income
Personal Spending
PCE Deflator

PCE Core Deflator

Month
February
March

4Q
4Q

February
February
February
February

Report
15.9%
102.9

2.7%
3.9%

6.4%
790/0
5.4%
4.7%

Estimate
NA
NA

NA
NA

NA
NA
NA
NA

Estimate
NA
NA

NA
NA

NA
NA
NA
NA

Actual
NA
NA

NA
NA

NA
NA
NA
NA




This information is not meant as a guide to investing, or as a source of specific investment recommendations, and Montecito Bank & Trust make no implied
or express recommendations concerning the manner in which any client’s accounts should or would be handled, as appropriate investment decisions depend
upon the client’s investment objectives. The information is general in nature and is not intended to be, and should not be construed as, legal or tax advice.
In addition, the information is subject to change and, although based upon information that Montecito Bank & Trust consider reliable, is not guaranteed as
to accuracy or completeness. Montecito Bank & Trust make no warranties with regard to the information or results obtained by its use and disclaims any
liability arising out of your use of, or reliance on, the information. Argus Research Co. (ARC) is an independent investment research provider whose parent
company, Argus Investors’ Counsel, Inc. (AIC), is registered with the U.S. Securities and Exchange Commission. Argus Investors’ Counsel is a subsidiary
of The Argus Research Group, Inc. Neither The Argus Research Group nor any affiliate is a member of the FINRA or the SIPC. Argus Research is not a
registered broker dealer and does not have investment banking operations. The Argus trademark, service mark and logo are the intellectual property of The
Argus Research Group, Inc. The information contained in this research report is produced and copyrighted by Argus Research Co., and any unauthorized
use, duplication, redistribution or disclosure is prohibited by law and can result in prosecution. This report is not an offer to sell or a solicitation of an offer
to buy any security. Argus may issue or may have issued other reports that are inconsistent with or may reach different conclusions than those represented
in this report, and all opinions are reflective of judgments made on the original date of publication. Argus shall accept no liability for any loss arising from
the use of this report, nor shall Argus treat all recipients of this report as customers simply by virtue of their receipt of this material. Investments involve
risk and an investor may incur either profits or losses. Past performance should not be taken as an indication or guarantee of future performance. Argus
Investors’ Counsel (AIC), a portfolio management business based in Stamford, Connecticut, is a customer of Argus Research Co. (ARC), based in New
York. Argus Investors’ Counsel pays Argus Research Co. for research used in the management of the AIC core equity strategy and model portfolio and
UIT products, and has the same access to Argus Research Co. reports as other customers. However, clients and prospective clients should note that Argus
Investors’ Counsel and Argus Research Co., as units of The Argus Research Group, have certain employees in common, including those with both research
and portfolio management responsibilities, and that Argus Research Co. employees participate in the management and marketing of the AIC core equity
strategy and UIT and model portfolio products.




