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Can the globe skirt a recession?
Global Economy Scorecard as of October 2023

Source: Strategas Research Partners. Data as of October 31, 2023
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Source: Empirical Research Partners Analysis and Estimates, November 16, 2023

*-Based on a roll-up of analyst estimates. Note: Shaded bars represent recessions. 

The S&P 500 Earnings Per Share *

1971 Through 2024E

The earnings have been extraordinary 
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Profit margins have held up 
The Core of The Large-Cap Market* Free Cash Flow Margins

1952 Through September 2023

Source: Corporate Reports, National Bureau on Economic Research, Empirical Research Partners Analysis. October 10, 2023. Data through September 30, 2023.

*Excludes financials, REITs, utilities and energy; based on trailing four-quarter data.
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Corporate debt is manageable, for now 
Corporate Debt Maturing This Year 

Source: Bloomberg, Federated Hermes Multi-Asset Team as of October 31, 2023
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Easy come, easy go 
U.S. Consumers Cumulative “Excess” Savings Measured in Months of Typical Savings 

Q1 2020 Through August 2023E 

Source: Aladangady, A., Cho, D., Feiveson, L., and Eugenio Pinto, 2022. “Excess Savings During the COVID-19 Pandemic,” FEDS Notes, U.S. Department of Commerce, Empirical Research Partners 
Analysis and Estimates. October 10, 2023. Data through August 31, 2023
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Haves vs. have-nots
“Excess Savings” by Income Group vs Q4 2019

% Change in Liquid Assets Adjusted by CPI

Source: Wolfe Research. Haver Analytics, November 6, 2023. Data as of June 30, 2023

Note: From the Fed’s Distributional Financial Accounts, includes deposits and money market shares by income group, deflated by headline CPI. 
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Credit card sticker shock 
Credit Card Interest Rates (%)

Source: Wolfe Research, FRB, Haver Analytics,  November 9, 2023. Data as of September 30, 2023
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Just don’t get fired 

Real Income Growth Has Turned Positive, Which Could Slow/Reverse the Drawdown of Excess Pandemic Savings

Note: Red shaded areas indicate recessions.

Source: Bloomberg, Federated Hermes Multi-Asset Team as of October 31, 2023.
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Wage growth for job switchers has slowed down significantly
Atlanta Fed Tracker Median Wage Growth (3 Month MA, NSA, y/y%) 

Source: Federal Reserve Bank of Atlanta, Haver Analytics, BofA Global Research. October 18, 2023. Data as of September 30, 2023
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Hiring plan announcements have all but disappeared 
Challenger Hiring Plans, Seasonally Adjusted. 6-month M.A. October: 8

Source: Evercore ISI Research, Challenger.  November 2, 2023. Data as of October 28, 2023
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Higher-income households affected most by recent layoffs

Source: Bank of America, BCA Research,. September 13, 2023
Note: Shown as 3-month moving average

“Richcession” Will Be a Drag On Spending
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Consumers’ ability to service debt remains historically strong

Source:  Strategas Research. August 24, 2023
Note: Shaded bars indicate recessions
SA=Seasonally adjusted

Household Debt Service Ratio (SA,%)
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First-time homebuyers priced out 
Housing Affordability Index* 1981 Through September 2023E

Source: Bloomberg L.P., National Association of Realtors, National Bureau of Economic Research, Empirical Research Partners Analysis and Estimates. October 10, 2023. Data through September 30, 2023

* A value of 100 indicates the qualifying income based on median home prices and 30-year fixed mortgage rates equals the median income throughout the U.S. A 20% down payment and 25% of income devoted to mortgage 
interest and principal are assumed. 
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It’s no wonder mortgage applications are the lowest since 
1995

Source:  FRB, MBA, Bloomberg Finance LP, Deutsche Bank. September 7, 2023 

MBA U.S. FRM 30-Year Contract Rate Plus Effective Rate on ALL U.S. Mortgages 
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Housing market historically tight
Excess Housing Units (000s) 

Source: Renaissance Macro Research. October 31, 2023.
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Bad news if you’re waiting for prices to fall

Source:  Standard& Poor’s, Zillow, Empirical Research Partners Analysis. August 25, 2023
*Seasonally-adjusted price index computed based on trailing three-month same home sales.  

Home Prices Monthly Changes*, 2001 Through July 2023E
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Record number of new apartments built in 2023
Consumer Price Index: Shelter and Core (Ex-Shelter)

Month Over Month Annualized Changes 2021 Through October 2023

Source: Bureau of Labor Statistics, Apartment List, Empirical Research Partners. Data through October 31, 2023
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1970s redux? Employees quitting their jobs at highest rate 
since the late 1970s…

U.S. Vacancy Rate, Job Openings as a Share of the Labor Force, 1922 Through September 2023

Source: Regis Barnichon, 2010. "Building a Composite Help-Wanted Index," Federal Reserve Board Economic Letter, Petrosky-Nadeau, N. and Lu Chang, 2020. "Unemployment Crises," Working Paper, Bureau of Labor Statistics, National 
Bureau of Economic Research, Empirical Research Partners Analysis. Data through September 30, 2023
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Source: Bureau of Labor Statistics, Brookings Institute, Federal Reserve Bank of Minneapolis, Federal Reserve Bank of Kansas City, Barrero, J. M., Bloom, N. and Steven J. Davis, 2022. "Long Social Distancing," 
Working Paper; Faberman R.J., Mueller, A.I. and Aysegul Sahin, 2022. Has the Willingness to Work Fallen During the COVID Pandemic?" Working Paper, Survey of Consumer Expectations, Empirical Research Partners 
Analysis. 

Note: The number comes from taking the change in the labor force participation rate and applying it to the population. 

Data as of December 31, 2022

Baby Boomer Retirements, Long Social Distancing, Long COVID and Working Hours Desired

As a Share of The Labor Force Late-2022 Compared to February 2020

Where are all the workers?
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Consumers in great shape−particularly those ages 55+
U.S. Household Net Worth, in Years of Consumption*

Source: Gavekal Research, Macrobond. September 20, 2023

*Net Worth based on flow of funds data, adjusted for recent equity and house price changes  
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Baby Boomers have lots of liquidity 

Source: Federal Reserve Board Financial Accounts of the United States, Distributional Financial Accounts (DFA). Yardeni Research. July 6, 2023
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The inflation fight- Real interest rates up dramatically
10-Year U.S. Treasury Bond Yields Less 10-Year Inflation Expectations*

1990 Through Mid-October 2023

Source: Federal Reserve Bank of Cleveland, Federal Reserve Board, National Bureau of Economic Research, Empirical Research Partners Analysis. October 17, 2023. Data through early October 2023.

* Less the trailing three-month average of 10-year inflation expectations as estimated by the Cleveland Fed model. 
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Significant progress on inflation 
The Underlying Inflation Gauge. 

Year Over Year Changes 1995 Through September 2023

Source: Federal Reserve Bank of New York, National Bureau of Economic Research, Empirical Research Partners Analysis. October 17, 2023. Data through September 30, 2023.
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The cost of inflation: “Instability,” then “New Price Level”

Source: 22V Research. September 14, 2023 

A Consumer of Potato Chips Now Pays, On Average, 50% More Than Before COVID
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Hoping for a Fed pivot?

Source: Strategas Research. March 24, 2023

Note: Despite the Fed cutting rates in 1995, the market trended up so there was not a major S&P low to apply to the chart.
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Where are we in the economic cycle?

Source: Piper Sandler Research. Data since 1998. 
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A historically top-heavy market

Source: Strategas Research. Data as of October 31, 2023 

Annual S&P 500 Contribution of 10 Largest Weights During Positive Performance Years 
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This is not the late ‘90s

Magnificent Seven Cash Balances

Source: Investing.com. BCA Research. November 6, 2023.

Note: Figures as of Q2 2023 balance sheets, denoted in Million USD. 
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The bond market explained 2/3 of stock returns this year 
Large-Capitalization Stocks, Share of the Return Dispersion Explained by Changes in the Ten-Year Treasury Bond Yields*

1954 Through Early-October 2023

Source: Bloomberg, LP, National Bureau of Economic Research, Empirical Research Partners Analysis. October 17, 2023. Data through early October 2023.

* Produced by the sum of squares explained by regressions over trailing nine-month periods.



31

Stocks historically produced positive returns the following 
year 

Large-Capitalization Stocks 1954 Through Early-October 2023

One-Year Returns Following Points at Which the Returns Explained by Changes in Ten-Year Treasury Bond Yields Hit 60%*

Source: Bloomberg L.P., Empirical Research Partners Analysis. October 17, 2023. Data through early October 2023.

*Capitalization-weighted data; produced by the sum of squares explained by regressions over trailing nine-month periods.   
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Mostly benefiting value and small cap stocks 

Large-Capitalization Stocks, Lowest Quintile of Valuation

 1954 Through Early-October 2023

One-Year Returns Following Points at Which the Returns 
Explained By Changes in 10-Year Treasury Bond Yields Hit 

60%*

Source: Bloomberg, LP. Empirical Research Partners Analysis. October 17, 2023. Data through early October 2023.

*Capitalization-weighted data; produced by the sum of squares explained by regressions over trailing nine-month periods

Small-Capitalization Stocks, 1954 Through Early-October 2023

One-Year Returns Following Points at Which the Returns 
Explained By Changes in 10-Year Treasury Bond Yields Hit 

60%*



33Source: Goldman Sachs Research. November 6, 2023

Blue bars show P/E Ratios relative to the S&P 500 over the last 30 years. The Diamonds show 
the current relative P/E of the sector.

Sector valuations

Distribution Of Sector FY2 P/E Ratios Relative To S&P 500 During Last 30 Years
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Historic fiscal policy

Source: Axios and Crown and Company. November 1, 2021. Federated Hermes as of January 18, 2023

Select Stimulus as a Percentage of U.S. GDP 
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And the debt champion is…

Source: Gavekal Research as of February 2023.

Debt Levels and Increases in Major Economies 
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Treasury must issue ever more bonds to finance the deficit 

Source:  Strategas Research as of August 29, 2023 

10-Year Treasury Yield & Net Interest Cost, % of Tax Revenues 
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Somebody's got to pay for the largesse! 

Source: Strategas Research. July 24, 2023
Past Performance is no guarantee of future results

Dividend Contribution to Total Return
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Labor force growth and GDP – all will be well 

Source: Evercore ISI Research, September 27, 2022

Country
1990 
Mln

2005
Mln

90-05
% Δ

2020
Mln

05-20
% Δ

2035
Mln

20-35
% Δ

2050
Mln

35-50
% Δ

China 649.0 829.4 28% 929.8 12% 859.9 -8% 770.1 -10%

United States 147.7 175.5 19% 193.9 10% 199.8 3% 210.0 5%

Europe 430 447.6 4% 446.8 0% 409.5 -8% 372.4 -9%

Japan 76.6 78.6 3% 69.1 -12% 61.4 -11% 49.4 -20%

India 420.4 601.3 43% 802.2 33% 949.0 18% 1001.2 5%

Southeast Asia 215.3 309.0 44% 397.8 29% 445.2 12% 460.9 4%
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It all depends on your time horizon: In the long term, prime 
skilled adults age 30-48 are surging

Source: Fundstrat, Bloomberg, BEA, National Association of Realtors, U.S. Census Bureau. Report as of July 30, 2020.

Prime Leverage Years: # Adults Age 30-48  Since 1935 per the U.S. Census Bureau
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The largest generation ever, Millennials are just entering 
their prime income years

Peak population figures above include immigration. Reduced immigration will lead to a smaller overall size of Gen Z.  
Source: DESA UN Data sets, Fundstrat; Federated Hermes. Updated February 7, 2023

Total U.S. Population Divided by Age Groups

Average 
age 

98.9

84.5

67.3

50.5

32.5

14.3



41

Federated Hermes Forecast  
Views are as of November 30, 2023

2016A 2017A 2018A 2019A 2020A 2021A 2022A 2023E 2024E

Real GDP 1.80% 2.50% 3.00% 2.50% (2.20)% 5.80% 1.90% 2.50% 1.70%

Core CPI 2.20% 1.80% 2.20% 2.30% 1.60% 5.50% 5.70% 3.60% 2.70%

Core PCE 1.80% 1.60% 2.00% 1.60% 1.50% 4.90% 4.40% 3.30% 2.40%

Benchmark 10yr 
Treasury Yield

2.50% 2.40% 2.68% 1.92% 0.92% 1.51% 3.88% 4.25% 3.75%

Fed Funds Rate
(upper band)

0.75% 1.50% 2.50% 1.75% 0.25% 0.25% 4.50% 5.50% 5.25%

S&P 500 EPS $119 $133 $163 $167 $137 $208 $219 $230 $250

Target Forward 
P/E

16.8x 16.4x 15.0x 23.6x 18.1x 21.8x 16.7x 18.4x 18.2x

S&P 500 Target 
Price

2,239 2,674 2,507 3,231 3,756 4,766 3,840 4,600 5,000

PCE = Personal Consumption Expenditures. 2016, 2017, 2018, 2019, 2020, 2021 and 2022 are actual.
Views are as of the date indicated and are subject to change based on market conditions and other factors. These views should not be construed as a recommendation for any specific security or sector.
Source: Federated Hermes and the Commerce Department. 
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Interested in hearing more?

Visit federatedinvestors.com/LindaDuessel to sign up for email  
updates, watch YouTube videos, connect on LinkedIn and more.
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How much data is created every minute on the internet 

AI Exploding 

By The Time You Finish Looking at This Chart, 2.4 mn Snaps Will Have Been Sent on Snapchat

Source: BofA Global Research, February 28, 2023
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ChatGPT- The fastest growing consumer application in history 

Time To Reach 100 Million Users Worldwide

Source: Citi Research, SimilarWeb, Open AI. July 10, 2023
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Artificial intelligence is an umbrella term for many technologies 

Source: UBS. March 2, 2018

What is AI? 

Info to central 
brain to learn 

Robots
Processing power

Text
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A large language model is a transformer-based neural 
network which predicts the text that is likely to come next 

Foundation or Large Language Models Can Centralize Information From Several Data Modalities To Adapt to a Wide Range of 
Tasks From Answering Questions to Extracting Information and Identifying Images 

Source: Center for Research on Foundation Models (CRFM), Stanford University Institute for Human-Centered Artificial Intelligence. BofA Global Research. February 28, 2023
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Professors resorting to blue books and pencils
GPT-4 vs GPT-3.5 Exam Results 

Source: OpenAI. Credit Suisse Equity Research.  March 14, 2023
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We’ve got a labor supply problem

Labor Supply Could Remain Challenged As Working Age Populations Fall in Developed Markets and China 

Source: UN Population Prospects, Evercore ISI Research. June 22, 2023

AI and Productivity 
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We’ve got a productivity problem 
Historical 10-Year Annual Productivity

Source: U.S. Bureau of Labor Statistics, Goldman Sachs Global Investment Research.  July 17, 2023
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AI adoption could boost productivity growth >1%/yr over 10 yrs

Effect of AI Adoption on Annual Productivity Growth, 10yr Adoption Horizon 

Source: Goldman Sachs GIR.  July 5, 2023

%
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Lots of work could be automated by AI, especially in DMs 
Share of Full-Time Equivalent Employment Exposed to Automation by AI 

Source: Goldman Sachs Global Investment Research. March 26, 2023

Note: DM stands for Developed Market, EM stands for Emerging Markets

Jobs Winners & Losers
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Future of employment: Forget the mall, become a nurse or a teacher

Likelihood of Job Automation (Today vs Next 20 Years) Where Green Bars Denote Jobs Likely To Remain

Source: U.S. Bureau of Labor Statistics, Frey & Osborne, The Future of Employment, Henrik Lindberg, Visual Capitalist. BofA Global Research. February 28, 2023
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Sectors with more routine/limited training tasks at higher risk 
of automation

Estimated Net Job Creation by Industry Sector, 2017-2037

Source: BofA Global Research Estimates, PWC. February 28, 2023

Industry Winners & Losers
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Generative AI holds tremendous potential to transform work-
share of tasks

Generative AI’s Potential To Transform (Industry Average)

Source: Citi Group Inc. July 10, 2023

Companies Adopting AI
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Companies likely to significantly increase AI use over time
Estimated % of Enterprises Implementing AI-Augmented Development and Testing Strategies 

Source: BofA Global Research, Gartner *A.I./M.L. = Artificial Intelligence/Machine Learning. July 6, 2023
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AI revolution in the workplace
Generative AI Will Transform Work Across Industries 

Source: Citi Group Inc. Accenture. July 10, 2023
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Higher Potential for Automation
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The highest paying jobs are most exposed to AI disruption!
U.S. Occupations 

AI Exposure Versus Wage Rank* 2010 Through 2018

Source: Acemoglu, D., Autor, D., Hazell, J., and Pascual Restrepo, 2022. “AI and Jobs.” NBER Working Paper. Empirical Research Partners Analysis. June 20, 2023

*Occupations ranked by their average hourly wages over the period of the analysis. 
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AI in Automobiles
Every Car Will Generate 4TB of Data Everyday…Excluding the Data From All These Cars Communicating

Source: Intel. BofA Global Research. February 28, 2023

AI Use Cases
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AI in healthcare-medical AI products 
AI-Enabled Devices—Branch of Medicine Served

Source: FDA, Citi Global Insights. April 6, 2023



61

Most current AI solutions stop at stage 4; stage 6 may be 
decades away

Stages of Automation in Radiology

Source: Citi Global Insights. April 6, 2023

You are here
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AI can help with almost every aspect of biopharma

Biopharma Process and Impact of AI

Source: FDA, Citi Global Insights. June 23, 2023

Machine Learning can 
improve supply chain 
logistics
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AI in agriculture
AI Could Reduce ~40% of Farmer Cost Structure

Source: Bernstein Analysis. May 2023
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AI in online grocery

Source: Bernstein Analysis. May 2023

Automated 
Guided 
Vehicles in 
the 
warehouse to 
shuttle 
products 
around
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Smart refrigerator

Source: Bernstein Analysis. May 2023
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Smart kitchen

Source: Flaticon, Bernstein Analysis. May 2023

Smart fridge suggests a recipe based 
on the ingredients user picks 
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AI in retail 
Try Lipstick Shades Virtually

Source: Bernstein Analysis. May 2023
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AI in the restaurant industry
Five Critical Areas Drive Maximum Impact in the Shortest Time

AI Use Case Impact Analysis- Illustrative 

Source: Bernstein Analysis. May 2023
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AI in fast food 
Vision AI Could Significantly Assist in Order Preparation and Accuracy

Source: Precitaste, Bernstein Analysis. May 2023
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Younger generations are more positive about ChatGPT/Bard
Favorability of ChatGPT and Bard

Source: BofA Global Research, MorningConsult. Note: Favorability is the proportion of people who responded with very favorable or somewhat favorable. February 28, 2023

Trust AI?
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A third of the global population is Gen Z and 9% is Gen C
Share of the Global Population by Generation 

Source: UN. BofA Global Research. February 28, 2023
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69% of executives think that cybersecurity is their biggest 
AI-related risk  

Biggest AI-Related Risks U.S. Executives are Currently Facing, January 2022 (% of Respondents) 

Source: Baker McKenzie, Insider Intelligence, BofA Global Research. February 28, 2023
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Consumers more likely to quickly adopt AI-based tools than 
institutions

A Simple Decision Tree to Gauge AI Risk vs Opportunity for “Affected” Companies

Source: Citi Research Inc. July 10, 2023

A database’s size, 
relevance and accuracy 
all improve reliability 
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Lots of trust issues 

Obstacles to Business Use 

Source: Deutsche Bank. June 28, 2023
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CO2 Emissions Footprint (000s lbs.)

Source: BofA Global Research, College of Information and Computer Sciences at University of Massachusetts Amherst. February 28, 2023

*Moore’s Law is the principle that the speed and capability of computers can be expected to double every two years, as a result of increases in the number of transistors a microchip can contain.

Moore’s law* won’t catch up with AI and data

AI Challenges
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Substantial reforms have made the FDA much more 
innovation-friendly

Assessment of Whether U.S. and EU Regulators Have Responded Well to Digital Technology

Source: BCG and UCLA Biodesign. Citi Global Insights. April 6, 2023
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China leads the world in industrial robot installation…
Number of Industrial Robots Installed in 2021

Source: IFR, Stanford AI Index, Evercore ISI Research. June 22, 2023

China and the AI Race
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…And has more robots than the rest of the world combined

Number of Industrial Robots Installed In 2021

Source: IFR, Stanford AI Index, Evercore ISI Research. June 22, 2023
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China lost the internet race, but now…

Source: Prequin, Renaissance Macro Research. Data from June 14, 2023
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Too late to invest?
Tech Innovation Waves, Market-Relative Forward-P/E Ratios² 1968 Through September 2023

Source: Corporate Reports, Empirical Research. Data as of September 30, 2023.

Note: Large-Cap Technology and Interactive Media Stocks in the Best Quintile of Nine-Month Stock Price Trends and in the Chat ETF¹

¹ Ranked within the sector

²Capitalization-weighted data ³ Relative trailing-P/E ratios

⁴ETF designed to capture AI plays. The top-ten positions, as of mid-October, that comprise 54.8% of the portfolio, are: NVDA, MSFT, GOOGL, ADBE, META, CRM, BIDU, AMD, IFlyTek, MRVL.

The information is for informational purposes only and is not a recommendation or designed to promote any specific investment strategy or security.

Investing in the AI Revolution
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AI theme boasts better margins than previous tech 
innovation waves

Tech Innovation Waves, Free Cash Flow Margins² 1968 Through Mid-October 2023

Source: Corporate Reports, Empirical Research. As of October 17, 2023

Note: Large-Cap Technology and Interactive Media Stocks in the Best Quintile of Nine-Month Stock Price Trends and in the Chat ETF¹

¹ Ranked within the sector ²Capitalization-weighted data

³ ETF designed to capture AI plays. The top-ten positions, that comprise 54.8% of the portfolio, are: NVDA, MSFT, GOOGL, ADBE, META, CRM, BIDU, AMD, IFlyTek, MRVL.

The information is for informational purposes only and is not a recommendation or designed to promote any specific investment strategy or security.
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AI workers earn their keep
Change in Sales for a 1 Stnd Dev Increase in the Share of AI Workers at a Firm¹

2010 Through 2018

Source: Babina, T., Fedyk, A., and James Hobson, 2022. “Artificial Intelligence, Firm Growth, and Product Innovation.” Working Paper.  Empirical Research Partners Analysis. June 20, 2023

Note: U.S. Publicly-Listed Companies

¹Change in sales and employees are over the eight-year period. ***, **, * denote statistical significance at the 1%, 5% and 10% levels, respectively. 
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Artificial super intelligence is scary!
Three Stages of Artificial Intelligence

Source: UBS. March 2, 2018

2060- An AI Odyssey
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“Open the pod doors, HAL.” “I’m sorry Dave, I’m afraid I can’t do 
that.” (2001: A Space Odessey) 

Clippie’s Revenge

Consider the classic example of the paper clip maximizer. A hapless factory owner orders his new AI to “Produce as many paper clips as 

possible. Don’t ask me how, just do it!”

The AI gets to work retooling the factory to increase paper clip production. After the factory is running at full capacity, the AI starts to build 

new factories. And then more factories. It also rewrites its software to improve its capabilities, thus allowing it to become more efficient at 

making paper clips. 

Staying loyal to the original goal of producing as many paper clips as possible, the AI preemptively breaks off communication with the owner, 

knowing full well that at some point the owner will say “STOP IT! We have enough paper clips!”

Sensing that the owner or governments will retaliate, it takes control of key global command and control systems. 

After turning much of the planet into paper clips, it launches self-assembling space probes to transform everything in the solar system, and 

eventually everything in the galaxy, into paper clips. 

The process continues until it finally comes into contact with its archenemy… the staple maximixer!

Source: BofA Research. 
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Appendix 1: Citi’s Generative AI Names (GAIN) Baskets

GAIN-Enablers, GAIN-Adopters and GAIN-Monitors

Source: Citi Group Inc. July 10, 2023

Note: The information is for informational purposes only and is not a recommendation or designed to promote any specific investment strategy or security.
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Appendix 2: “Productivity prospectors”-EVR ISI AI initiative & 
automation beneficiaries 

Source: Evercore ISI Research. June 22, 2023

Chart is for example only and represents a sample only. The information is for informational purposes only and is not a recommendation or designed to promote any specific investment strategy or security. 

Exa
m

ple



87

Appendix 3: A snapshot of generative AI tools

Source: AIMultiple, Tool Websites, Goldman Sachs Global Investment Research. July 5, 2023

Note: Table does not constitute an exhaustive list of all existing generative AI tools.
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Appendix 4: Job categories potentially impacted by AI 
identified by ChatGPT and Empirical Research Partners 

Shares of Jobs and Wages 2022

Source: Eisfeldt, A.L., Schubert, G. and Miao Ben Zhang, 2023. “Generative AI and Firm Values,” Working Paper, U.S. Census Bureau, Empirical Research. May 25, 2023
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Appendix 5: Job categories potentially benefited by AI

Shares of Jobs and Wages 2022

Source: U.S. Bureau of Labor Statistics, Empirical Research. May 25, 2023



90

Appendix 6: Goldman Sachs’ baseline assumes tasks in 13 
categories up to a difficulty level of 4 could be automated  

Source: O*NET, Goldman Sachs Global Investment Research. March 26, 2023
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Appendix 7: How will AI impact industry?
Likely Key Winners and Losers From Artificial Intelligence/Machine Learning/Large Language Models

An Analysis of How AI/ML/ LLMs Will Likely Impact Industry

Source: BofA Global Research, February 28, 2023

Note: **= Large Positive Impact; ++Positive Impact
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Interested in hearing more?

Visit federatedinvestors.com/LindaDuessel to sign up for email  
updates, watch YouTube videos, connect on LinkedIn and more.


	Slide 1: Economic & Market Outlook: It All Depends On Your Time Horizon
	Slide 2: Can the globe skirt a recession?
	Slide 3: The earnings have been extraordinary 
	Slide 4: Profit margins have held up 
	Slide 5: Corporate debt is manageable, for now 
	Slide 6: Easy come, easy go 
	Slide 7: Haves vs. have-nots
	Slide 8: Credit card sticker shock 
	Slide 9: Just don’t get fired 
	Slide 10: Wage growth for job switchers has slowed down significantly
	Slide 11: Hiring plan announcements have all but disappeared 
	Slide 12: Higher-income households affected most by recent layoffs
	Slide 13: Consumers’ ability to service debt remains historically strong
	Slide 14: First-time homebuyers priced out 
	Slide 15: It’s no wonder mortgage applications are the lowest since 1995
	Slide 16: Housing market historically tight
	Slide 17: Bad news if you’re waiting for prices to fall
	Slide 18: Record number of new apartments built in 2023
	Slide 19: 1970s redux? Employees quitting their jobs at highest rate since the late 1970s…
	Slide 20: Where are all the workers?
	Slide 21: Consumers in great shape−particularly those ages 55+
	Slide 22: Baby Boomers have lots of liquidity 
	Slide 23: The inflation fight- Real interest rates up dramatically
	Slide 24: Significant progress on inflation 
	Slide 25: The cost of inflation: “Instability,” then “New Price Level”
	Slide 26: Hoping for a Fed pivot?
	Slide 27: Where are we in the economic cycle?
	Slide 28: A historically top-heavy market
	Slide 29: This is not the late ‘90s
	Slide 30: The bond market explained 2/3 of stock returns this year 
	Slide 31: Stocks historically produced positive returns the following year 
	Slide 32: Mostly benefiting value and small cap stocks 
	Slide 33: Sector valuations
	Slide 34: Historic fiscal policy
	Slide 35: And the debt champion is…
	Slide 36: Treasury must issue ever more bonds to finance the deficit 
	Slide 37: Somebody's got to pay for the largesse! 
	Slide 38: Labor force growth and GDP – all will be well 
	Slide 39: It all depends on your time horizon: In the long term, prime skilled adults age 30-48 are surging
	Slide 40: The largest generation ever, Millennials are just entering their prime income years
	Slide 41: Federated Hermes Forecast  
	Slide 42
	Slide 43: AI Revolution
	Slide 44: How much data is created every minute on the internet 
	Slide 45: ChatGPT- The fastest growing consumer application in history 
	Slide 46: Artificial intelligence is an umbrella term for many technologies 
	Slide 47: A large language model is a transformer-based neural network which predicts the text that is likely to come next 
	Slide 48: Professors resorting to blue books and pencils
	Slide 49: We’ve got a labor supply problem
	Slide 50: We’ve got a productivity problem 
	Slide 51: AI adoption could boost productivity growth >1%/yr over 10 yrs 
	Slide 52: Lots of work could be automated by AI, especially in DMs 
	Slide 53: Future of employment: Forget the mall, become a nurse or a teacher
	Slide 54: Sectors with more routine/limited training tasks at higher risk of automation
	Slide 55: Generative AI holds tremendous potential to transform work-share of tasks
	Slide 56: Companies likely to significantly increase AI use over time
	Slide 57: AI revolution in the workplace
	Slide 58: The highest paying jobs are most exposed to AI disruption!
	Slide 59: AI in Automobiles
	Slide 60: AI in healthcare-medical AI products 
	Slide 61: Most current AI solutions stop at stage 4; stage 6 may be decades away
	Slide 62: AI can help with almost every aspect of biopharma
	Slide 63: AI in agriculture
	Slide 64: AI in online grocery
	Slide 65: Smart refrigerator
	Slide 66: Smart kitchen
	Slide 67: AI in retail 
	Slide 68: AI in the restaurant industry
	Slide 69: AI in fast food 
	Slide 70: Younger generations are more positive about ChatGPT/Bard
	Slide 71: A third of the global population is Gen Z and 9% is Gen C
	Slide 72: 69% of executives think that cybersecurity is their biggest AI-related risk  
	Slide 73: Consumers more likely to quickly adopt AI-based tools than institutions
	Slide 74: Lots of trust issues 
	Slide 75: Moore’s law* won’t catch up with AI and data
	Slide 76: Substantial reforms have made the FDA much more innovation-friendly
	Slide 77: China leads the world in industrial robot installation…
	Slide 78: …And has more robots than the rest of the world combined
	Slide 79: China lost the internet race, but now…
	Slide 80: Too late to invest?
	Slide 81: AI theme boasts better margins than previous tech innovation waves
	Slide 82: AI workers earn their keep
	Slide 83: Artificial super intelligence is scary!
	Slide 84: “Open the pod doors, HAL.” “I’m sorry Dave, I’m afraid I can’t do that.” (2001: A Space Odessey) 
	Slide 85: Appendix 1: Citi’s Generative AI Names (GAIN) Baskets
	Slide 86: Appendix 2: “Productivity prospectors”-EVR ISI AI initiative & automation beneficiaries 
	Slide 87: Appendix 3: A snapshot of generative AI tools
	Slide 88: Appendix 4: Job categories potentially impacted by AI identified by ChatGPT and Empirical Research Partners 
	Slide 89: Appendix 5: Job categories potentially benefited by AI
	Slide 90: Appendix 6: Goldman Sachs’ baseline assumes tasks in 13 categories up to a difficulty level of 4 could be automated  
	Slide 91: Appendix 7: How will AI impact industry?
	Slide 92

