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Webcast notes

* Resources List: Download today’s slides and access other helpful links by
clicking the | =] icon

* Q & A: Have a question? Click the icon

» Polling questions: click on the radio button (circle) to the left of your desired
response, then click Submit to record your response

» Help: For technical assistance, click the ? widget at the bottom of your screen.
You may also try refreshing your browser if you experience technical issues, such
as your screen freezing.
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CPE credit eligibility

Remain on the webcast for a minimum of 100 minutes

Participate in polling questions (75% response required)

- To answer a polling question, click on the radio button to the left of your desired response, then
click Submit to record your answer

~ You do not need to have the correct answer but must participate to receive credit

2.0 CPE credit will be issued to eligible participants at the end of the event
-~ Visit the Certification center and click the ~ download icon to access your certificate
- Be sure to save a copy to your computer before the end of the event
- Group CPE credit is not available for this event; each participant must be logged in to the
webcast

NASBA will not issue credit if all criteria are not met, without exception
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Polling question summary

14 Given elevated inflation, do you anticipate changing your attitude toward shopping and
spending?

30 If you are currently experiencing labor constraints, what has been your preferred method of
resolution?

31 Which of the below best characterizes your company’s progress on automating its risk
management and internal audit activities?

32 Which is the top risk to your organization in 2022 that worries you?
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Today’s speaker

Kevin Depew — New York, NY
Deputy Chief Economist

Kevin.Depew@rsmus.com

As RSM’s deputy chief economist and industry eminence program
leader, Kevin provides RSM’s clients with macroeconomic and
industry perspectives and insights they need to successfully manage
their middle market businesses.
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US outlook: Post-pandemic economy

2022 Themes
Pandemic: Moving toward endemic key to baseline forecast
Growth: Strong growth amid elevated inflation
Inflation: Supply chain disruptions to continue through mid-year
Employment: Falling unemployment rate and rising incomes
Policy: End of low rate policy, fading of fiscal boost
Productivity: Capital expenditures, infrastructure investment and rising productivity

US Growth
Q1'22: RSM Forecast 1.7%
Q2°22: RSM Forecast 3.2%
Q3’22: RSM Forecast 3.4%
Q4’22: RSM Forecast 3.5%
2021 Growth Rate of 5.6%, 2022 2.8%, 2023 2.3%

Core Economic Fundamentals
Unemployment to fall to 3.4% by end of 2022
$2.5 trillion in excess savings versus pre-pandemic
Low unemployment, strong household balance sheets, strong corporate profits and low debt
Q2°22: RSM CPI Y/Y Forecast 8%, Core PCE Y/Y 6.4%
Q3'22: RSM CPI Y/Y Forecast 10%, Core PCE Y/Y 7%
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US outlook: Output gap

U.S. actual and estimates of potential nominal GDP
(in current dollars)
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The RSM US MMBI eases due to Omicron
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PESSIMISM
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Russia — Ukraine risks

 If full invasion:

« Shock model (10%, 20%, 40% modeled) points to ~20% increase in crude to about $110/bbl

» Spillover to natural gas prices, consumer confidence would create <1% hit to GDP 12
months forward

« Boost inflation by about 2.8% to more than 10%
« Burden felt by US firms and households

 Why only 1% drag?
« US economy less sensitive to oil movements than 20 years ago
« Combination of diversification, self sufficiency, changing composition of demand

 Where would the hit bite?

« Above $130 is where recession risk hits

I I
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US outlook: Tight labor market persists

Number of job openings per unemployed worker
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US outlook: Boomers exit the workforce

Retirees as a percentage of U.S. population
and the 2008-February 2020 baby-boomer retirement trend
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US outlook: Wage growth highest in two decades

Wage Growth Tracker
three-month moving average of median wage growth, hourly data
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US outlook: Wage growth highest in two decades (cont.)

Wage Growth Tracker
three-month moving average of median wage growth, hourly data
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US outlook: Where are wage pressures?

Real hourly wage by industry: Percentage change since January 2020
Adjusted for inflation and seasonal effect
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Polling question 1

Given elevated inflation, do you anticipate changing your attitude toward
shopping and spending?

a) No change; | will shop and spend the same as usual
b) | may be slightly more cautious
c) | am changing my shopping and spending behavior

* RSM
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Household balance sheets strong

== Household Debt Service Ratio (LHS) == Household Debt-to-Income Ratio (RHS)

14

13

12
[
£

8 11
£
g

° 10
n
1S9
e

o 9
Q2
@©

3 8
Q.
2
o

u— 7
o
X

6

1980 1985 1990 1995 2000 2005 2010 2015 2020

Source: Federal Reserve; RSM US LLP

17

© 2022 RSM US LLP. All Rights Reserved.

140

130

120

110

100

90

80

70

60

50

40

awoau| Jeuosiad ajqesodsiq o %

RSM



US services sector: Robust demand

ISM service index at all-time high

Values above 49.2 indicate expansion
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US manufacturing conditions near multi-decade high
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US outlook: Capital expenditures boom

Nonresidential investment and the business cycle
Year-over-year % changes GDP national accounts in in non-seasonally adjusted 2012 dollars
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RSM US supply chain index

RSM US Supply Chain Index

Z-score based on mean and standard deviation from 2001 to 2019
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Note: An index value of zero is defined as a normal level of supply chain efficiency. Positive values of the index suggest adequate

levels; negative levels suggest deficiencies.
Source: Various government & private organizations, Bloomberg, RSM US
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US inflation outlook

Consumer price indexes
Year-over-year percentage change

18

All items
Core CPI

W Core goods
Core services

-
(9] (0] o
0/
<
\‘j
J—— —
.
-
-
¥
i
—_—
—_—
ENENR

1982 1992 2002 2012 2022
Source: BLS, RSM US

. RSM

© 2022 RSM US LLP. All Rights Reserved.



US inflation outlook (cont.)

Percentage contributions of CPl components to overall year-over-year changes

Jan Feb

All items
Food
Food at home
Food away from home

Energy 8.7%
Fuel oil 0.5%
Motor fuel 2.3%
Energy services 6.1%

Furnishings & supplies 6.6% 5.1%

Apparel

New vehicles

Used cars & trucks
Motor vehicle parts
Medical care goods
Recreation goods

2.6%

Education & communitation goods -0.7% -0.8%
Alcoholic beverages 1.8% 1.3%
Other goods 2.4% 1.8%
Shelter

2.8%

Water, sewer & trash collection 2.4%
Medical care services

Transportation services

Recreation services 0.8% 2.4%
Education & communitation services . 92% 7.9%
Personal care services 28% 23%
Misc. personal services -0.3% -0.1%

Note: Contribution for each category is the product of annual percentage change and the category weight with respect to the total CPI| basket

Mar

1.1%

4.9%
4.1%

Apr

8.0%
2.2%
5.8%

1.1%
4.1%
2.8%
1.3%
1.8%

0.2%

-0.6%

1.4%

-0.3%

0.5%
0.8%

0.9%

3.8%
6.9%
1.6%
3.0%
1.0%
0.2%

May

6.0%
1.0%
5.1%

1.2%

3.9%
2.8%
3.1%
2.5%

-0.6%
1.4%
-0.1%
0.3%
0.8%

0.8%
2.2%
0.5%
2.7%

0.7%

0.2%

Jun

6.2%
1.3%
4.9%

1.0%

3.7%
2.3%
2.5%
3.6%

Jul

8.9%
3.6%
5.3%

0.9%

4.2%
2.1%
2.1%

0.3%
-0.6%
1.2%
0.0%
0.5%
0.7%

0.7%
1.1%
6.3%
2.6%
1.4%
0.6%
0.3%

0.9%

Aug

9.9%
4.3%
5.6%

0.9%

5.2%
2.3%
2.2%
5.4%

0.5%
-0.7%
1.2%
0.0%
0.5%

0.7%
1.4%
4.6%
2.5%
1.5%
0.7%
0.4%

Sep

6.4%
5.4%

1.1%

5.1%
3.3%
1.7%
6.1%

0.5%
-0.5%
1.3%
0.2%
0.5%
0.9%

0.7%
1.2%
4.3%
2.4%
1.9%
0.6%
0.4%

(100%). We then divide the contribution values by the annual change for all items to get the percentage contributions.

Source: BLS, RSM US
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9%
5.3%
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5.8%
3.7%

1.9%
6.0%

0.6%
-0.1%
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1.0%

0.6%
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3.7%
2.3%
1.7%
0.5%
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Nov

7.2%
5.3%

1.2%

5.1%
3.3%
2.0%
6.3%

0.6%
0.0%
1.1%
0.1%
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71%
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1.0%
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4.0%
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US inflation outlook: Personal computer prices
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US inflation outlook: Personal computer prices (cont.)

Consumer Price Index of Personal Computers and Peripherals
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US outlook: Federal government debt

Public debt as a % of GDP
Federal government debt securities liabilities
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US outlook: Government net interest payments

Federal debt and net interest payments as % of GDP
Federal government debt securities liabilities and net interest payments
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US outlook: M2 velocity of money

Velocity of money before & after recessions
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US outlook: What fiscal policy shift?

E—
‘ Control of the U.S. Senate and House of Representatives: 1855-2023
%of Majority
Senate Partyin
Seats Senate
#years= numberofyaars
in power
Party in
White House
[Mid-terms are theline in the
middle of each 1-term 'block’)
%of Majority
House Party in
Seats House
#years= numberof years
in power
Party
—4#—Dems
Sessions of Congress
Each horizontal block eguals 2 years (1 sessionof Congress) Reps
Onthe scale, every other session of Congress isshown (Dthers
(i.2.2009-2011, is all of 2009 & 2010, newly elected take office in January 2011; i.e. 2007 is election year 2006) not shawn)
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US outlook: What could go right?

* Growth acceleration Positive themes
* Business investment awakens Headwinds
* Innovation takes off
* Urban vs Rural divide mending

« Employment growth solid
» Wage growth rising for bottom two quintiles of earners
» Household balance sheets clean for top two quintiles (60% of spending)
« Labor market dynamics are K-shaped; labor-replacement cycle is here

* Positive risks to the economic outlook

a0 RSM
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PANEL DISCUSSION

Economic effects on risk management
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Polling question 2

If you are currently experiencing labor constraints, what has been your
preferred method of resolution?

a) Leveraging third parties

b) Pushing work to new markets or expanding hiring footprint
c) Adopting technology to accelerate digital transformation
d) Increasing wages or reconfiguring benefit packages

e) Operating in the new hybrid work environment

f) All of the above

g) Not experiencing labor constraints currently

32

© 2022 RSM US LLP. All Rights Reserved.

RSM



Polling question 3

Which of the below best characterizes your company’s progress on automating
its risk management and internal audit activities?

a) Beginning to implement process intelligence/process mining tools

b) Commencing investments in Al & ML technology for planning audits,
conducting testing, etc.

c) Using advanced visualization/analytic capabilities

d) All of the above

e) Automation activities have stalled during the pandemic

” RSM
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Polling question 4

Which is the top risk to your organization in 2022 that worries you?

a) Inability to manage cyber threats that can significantly disrupt
operations

b) Inability to attract and retain top talent may limit operations

c) Inability to utilize sufficiently advanced data analytics to achieve market
intelligence

d) Economic conditions may significantly restrict the organization’s growth
opportunities

e) All of the above

- RSM
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Today’s panelists

35
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Daniel Gabriel — Charlotte, NC
Principal, Risk Consulting
Daniel.Gabriel@rsmus.com

980-256-7541

Jamie Burgess — Tampa, FL
Partner, Risk Consulting
Jamie.Burgess@rsmus.com

813-316-2234

Hussain Hasan — Chicago, IL
Principal, Risk Consulting
Hussain.Hasan@rsmus.com

312-634-3700

Rick Shriner — McLean, VA
Principal, Risk Consulting
Rick.Shriner@rsmus.com

703-336-6544
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Discussion: Risk considerations

What levers are available for security, risk and audit functions to manage
labor risk, and what accelerators and disruptions will be the most impactful
within the short term and long term?

Are you seeing an increase in cybersecurity risk? If so, what can
organizations do to get in front of this risk?

What are some practical ways that your clients are automating aspects of

their business and/or risk management functions?

* RSM
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Before we conclude

How did we do?

* Please take a moment to participate in the attendee survey by clicking the link in the Resources List
CPE crediticon to

« Eligible participants will receive 1.0 credit for attsending today’s event

 Visit the Certification center and click the download access your certificate

#
» Be sure to download and save your certificate to your computer before the event concludes

Certificates are not available for download from a smart phone. Download your certificate from any computer
using the same link you are using to view the webcast

-~ You must have Cookies enabled to download the certificate
- Group CPE is not available for this event

Follow-up
«  We will respond to questions following today’s event

« The presentation slides and a link to recording will be made available a few days following the event

RSM
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This document contains general information, may be based on authorities that are subject to change, and is not a substitute for professional advice or services. This document does not
constitute audit, tax, consulting, business, financial, investment, legal or other professional advice, and you should consult a qualified professional advisor before taking any action based
on the information herein. RSM US LLP, its affiliates and related entities are not responsible for any loss resulting from or relating to reliance on this document by any person. Internal

Revenue Service rules require us to inform you that this communication may be deemed a solicitation to provide tax services. This communication is being sent to individuals who have
subscribed to receive it or who we believe would have an interest in the topics discussed.

RSM US LLP is a limited liability partnership and the U.S. member firm of RSM International, a global network of independent audit, tax and consulting firms. The member firms of RSM
International collaborate to provide services to global clients, but are separate and distinct legal entities that cannot obligate each other. Each member firm is responsible only for its own
acts and omissions, and not those of any other party. Visit rsmus.com/aboutus for more information regarding RSM US LLP and RSM International.
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