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Key Takeaways

» While the federal government shutdown has halted most economic data releases, seven
ClearBridge Recession Risk Dashboard indicators are not impacted. For the other five, many
alternative private sector data sources enable us to monitor current conditions.

» We are evaluating alternative sources for the five ClearBridge Recession Risk Dashboard indicators
impacted by the shutdown: Housing Permits, Jobless Claims, Retail Sales, Wage Growth and Profit
Margins. Our analysis suggests a continuation of recent trends for each and a continued overall
green signal for the dashboard.

> With profits and margins continuing to expand, we believe the probability of a pickup in layoffs
tipping the economy into a recession remains low. Instead, we remain confident that economic
growth will continue to moderate but stay on a healthy trajectory.

Government Shutdown Halts Official Economic Data

The U.S. federal government shutdown has halted most economic data releases over the past
month. While the timing is suboptimal given the cooling U.S. labor market, this does not mean that
investors are “flying blind,” as many alternative private sector data sources are available. Although
these datasets often have narrower scope or less depth, we monitor them even when the federal
government is open for business to help supplement our understanding of the U.S. economy. At
present, we are heavily focused on these alternative data sources, given the disruption to the flow
of government data.

Fortunately, seven of the 12 indicators on the ClearBridge Recession Risk Dashboard come from
sources not impacted by the shutdown and that continue to be updated. None of these seven
indicators experienced a signal change in October.

However, the remaining five indicators — Housing Permits, Jobless Claims, Retail Sales, Wage
Growth and Profit Margins — cannot be updated due to the shutdown. When we evaluate the
alternative datasets most like these indicators, however, we see a continuation of the recent trend
for each. As a result, we believe a signal change for any of these indicators is unlikely at the present
time and we can therefore extrapolate a firm green overall reading from the September dashboard
despite the dearth of data (Exhibit 1).
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Exhibit 1: U.S. Recession Dashboard

October 31, 2025 September 30, 2025 June 30, 2025
Housing Permits = 1+
@ Job Sentiment x x x
g Jobless Claims - * +*
8 Retail Sales - * +*
Wage Growth - * 1+
Commodities +* * *
o>
25 ISM New Orders x
é 2 Profit Margins -
Truck Shipments * * +*
5  Credit Spreads * t* +
§ Money Supply + * +
i Yield Curve
Overall Signal * * +*
4 Expansion Caution % Recession = Not Available

Note: ‘Not Available’ reflects data that has not been updated due to the government shutdown. Data as of 31 October 2025.
Sources: BLS, Federal Reserve, Census Bureau, ISM, BEA, American Chemistry Council, American Trucking Association,
Conference Board, Bloomberg, CME, FactSet and Macrobond. The ClearBridge Recession Risk Dashboard was created in January
2016. References to the signals it would have sentin the years prior to January 2016 are based on how the underlying data was
reflected in the component indicators at the time.

Four of the five indicators impacted by the government shutdown focus on the U.S. consumer, which
is unfortunate given the outsize role consumption plays in the U.S. economy. However, the silver
lining is that, given this importance, an abundance of additional data sources can be utilised to gauge
the health of the consumer.

To monitor future housing activity, we evaluate publicly available datasets such as the Dodge
Construction Network's residential building starts, which rose by 3.6% in the latest release. While the
dashboard focuses on permits as opposed to starts, the two concepts are closely related. We
complement this data with survey data from the National Association of Home Builders (NAHB) as
measured by the NAHB/Wells Fargo Housing Market Index, which saw an uptick in sentiment,
suggesting construction activity could pick up into 2026. The positive tone from these two datasets is
tempered by weekly purchase applications from the Mortgage Bankers Association, which fell in
October. Combined, the near-term picture for housing is mixed, consistent with the latest available
yellow signal for Housing Permits.

The second dashboard indicator on hold has a more direct substitute. Jobless Claims are normally
reported by individual states and then aggregated and adjusted by the U.S. Department of Labor.
Because the states themselves are not impacted by the federal government shutdown, the underlying
jobless claims data still exists — it just needs to be compiled. Several Wall Street banks, research
boutiques and economic think tanks have been doing this during the shutdown, and their work
clearly shows that the trend in jobless claims has remained steady over the past month. This means
the indicator likely remains green. We take comfort from the fact that Fed Chairman Jerome Powell
expressed a similar view that "available evidence suggests that both layoffs and hiring remain low”
during last week's Federal Reserve Open Market Committee (FOMC) press conference.
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Exhibit 2: Dashboard Indicator — Initial Jobless Claims

Initial Jobless Claims (4WMA, NSA)
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Note: 4WMA stands for four-week moving average, and NSA stands for non-seasonally adjusted. Data as of 24 October 2025, latest
available as of 31 October 2025. Sources: U.S. Department of Labor, 22V Research and Bloomberg.

Retail Sales also has a straightforward proxy: the Chicago Fed Advance Retail Trade Summary
(CARTS). CARTS is a nowcasting tool similar to the Atlanta Fed’'s GDPNow tracker, but for retail sales.
The CARTS estimate for the latest data is that retail sales ex-autos advanced by +0.3% sequentially
and +0.2% when adjusted for inflation. These readings would be consistent with a continued green
signal for Retail Sales, as well as other alternative data sources focused on consumer spending,
including Johnson Redbook’s same-store sales and credit card spending data, both of which suggest
consumer spending continues to grow.

Wage Growth is the final consumer indicator impacted by the shutdown. Data from ADP and
Indeed.com both point toward wage gains continuing at their recent pace in the latest available data.
Further, steady wage trends are consistent with Powell's comments during the FOMC press
conference that U.S. labor market trends have not meaningfully shifted since the shutdown began.

The fifth and final dashboard indicator impacted by the shutdown is Profit Margins, which comes
from the National Income and Product Accounts data, a subcomponent of the quarterly GDP release.
As a proxy, we evaluate a narrower slice of corporate profits by aggregating earnings releases from
public companies. Public companies that have reported so far continued to see margin expansion
during the most recent quarter and sell-side analyst expectations are that on balance this will be the
case overall (including unreported companies). We addressed how corporate profits do not look
recessionary in last month's Long View, a notion confirmed by the results available so far from the
third-quarter reporting season. While this indicator has been moving closer to green territory in
recent months, we continue to think of it as yellow out of an abundance of caution given the

data dearth.



https://www.clearbridgeinvestments.com.au/perspectives/the-long-view-bubble-or-boom/
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Exhibit 3: Profits Don't Look Recessionary

U.S. Corporate Profits and Recessions
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Note: Nonfinancial Corporate Profits w/IVA and CC Adj (Gross Value Add), 1965-Present. Data as of 30 June 2025, latest available
as of 30 September 2025. Sources: BEA, Bloomberg, NBER.

In all, combining the seven indicators that can be updated with the best available proxies for the
other five, we believe the overall dashboard remains firmly in green territory. With profits and
margins continuing to expand, we believe the probability of a pickup in layoffs tipping the economy
into a recession remains low. State-level initial jobless claims data further suggests that this dynamic
is not playing out at present. Combining this with other key economic trends remaining intact —
even in the absence of official data — bolsters our confidence that economic growth continues to
moderate but remains on a healthy trajectory.
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Important Information

While the information contained in this document has been prepared with all reasonable care, ClearBridge* accepts no responsibility or liability for any errors,
omissions or misstatements however caused. Any views expressed in this material are given as of the date of publication and such views are subject to change at any
time. This material has been prepared for wholesale clients only, including investment professionals, qualified investors and investment advisors. This material is not
suitable for retail investors and ClearBridge does not authorise the provision of this material to retail investors.

This information is not personal advice. It has been prepared without taking account of individual objectives, financial situations or needs. Where an investment product
is mentioned, potential investors should seek independent advice as to the suitability of the product to their investment needs. Reference to shares in a particular
company, is not a recommendation to buy, sell or hold that stock. Investors should be aware that past performance is not indicative of future performance.

This information may contain forecasts, including in regard to targets, expected returns, PE ratios and dividend yields. Any such statements are based upon research
undertaken by the ClearBridge* investment teams. This research incorporates ClearBridge's reasonable assumptions and beliefs concerning future developments and
their potential effect but are subject to risks and uncertainties that may be beyond our control. Returns can be volatile, reflecting rises and falls in the value of
underlying investments. Accordingly, ClearBridge does not provide any assurance or guarantee that future developments will be aligned with our expectations, and
actual results may differ materially from those expected or anticipated at the time of writing.

The distribution of this document may be restricted in your jurisdiction. This document does not constitute an offer or solicitation in any jurisdiction in which to make
such an offer or solicitation would be unlawful. It is your responsibility to ensure that any such product, security, service or investment outlined is available in your
jurisdiction.

Issued and approved in Australia by ClearBridge Investments Limited (“CIL"), registered office Level 13, 35 Clarence Street, Sydney, NSW 2000, Australia (ABN 84 119
339 052; AFSL 307727).

Issued and approved in Canada and the United States of America by CIL's subsidiary, ClearBridge Investments (North America) Pty Ltd (“CINA"), registered office Level
13, 35 Clarence Street, Sydney, NSW 2000, Australia (ABN 11 138 069 191).

Neither CIL nor CINA are registered as a broker-dealer. CIL and CINA are neither issuing nor offering the securities of any investment fund in these materials. This
material has not been approved or verified by ASIC, the SEC, the OSC or the Autorité des marchés financiers.

ClearBridge is part of the global brand, ClearBridge Investments, which consists of ClearBridge Investments Limited (and its subsidiary); ClearBridge Investments, LLC;
ClearBridge Investment Management Limited; the ClearBridge Australian Equities Investment team (a division of Franklin Templeton Australia Limited); and a part of
Franklin Templeton Investments Corp. All entities are wholly, indirectly owned subsidiaries of Franklin Resources, Inc., a publicly traded company listed on the New York
Stock Exchange (NYSE:BEN).
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