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The Economy’s Natural State Is to Grow
Real GDP
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The Economy’s Natural State Is to Grow
Real GDP and Nominal GDP

Index 2019 Q4 = 100

Nominal GDP
130
120
110 Real GDP
100
90 | | | | | I
2019 2020 2021 2022 2023 2024
Source: US Bureau of Economic Analysis AI S
2024

© 2024 NCCI Holdings, Inc. All Rights Reserved.



The Vibecession: The Self-Fulfilling Prophecy

Are we manifesting a recession?
S 3 KYLA SCANLON
W JUN 30,2022

The Vibecession

Twe \ \bcu%'\ on

'j v, Prob d.\t)

\L’ Nurrakve /mode)
e /
N \d.u\u.

R

+—




The Vibecession: The Self-Fulfilling Prophecy

Bloomberg Signin Q

Markets v Economics Industries Tech Politics Businessweek Opinion More v US Edition v

Opinion Risks Are Growing of a Double-Dip

Jonathan Levin,

Columnist ‘Vibecession’
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"Vibecession”? - The paradox between hard
THE MONEY GAME | AUG. 13, 2022 data and Sentlment

Are We 1n a Recession or a Vibecession?

!e\_? By Kevin T. Dugan, staff writer at Intelligencer, who covers moneu-and-business
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ECONOMY

You probably think the economy is much worse off thanitis

Analysis by Noah Sheidlower Jul 5, 2023, 5:30 AM EDT * Share A Save



Perception

Consumer Sentiment

Consumer Sentiment, Index: 100 = 1966

Reality

Consumer Spending

Real Personal Consumption, Trillions of 2017 $
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e Washington Post

mocracy Dies in Darkness

Opinion = The vibecession is over because

the economy now slays

L By Drew Goins
- Newsletter writer

January 23, 2024 at 4:30 p.m. EST
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 The economy is in good shape

e Sentiment is starting to follow the economy

* Keep an eye out for things going wrong
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Jobs Exceed the Pandemic Start but Not the Pre-Pandemic Trend

Private Industry Employment, Thousands

Pre-pandemic

140,000 ; g
rend Leec"
N £ ( .......... 1 Jobs exceed February 2020,
Ember ° J20b28’ ............ but fall short of the pre-
cbruary 2020~ ... ‘ pandemic trend
130,000 e el ]
120,000
110,000 In just two months, the private sector had
shed more than 20 million jobs 77777~
100,000 . . . . . . . . . .
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Pre-pandemic trend is the growth of private industry employment for the years 2015-2019 AI S
Source: US Bureau of Labor Statistics 2 O 24
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Workers Compensation Is Not the Economy

Sector Distribution—NCCI States, Percent

Employment

Combined Office 29.0

Health Care 16.4

Manufacturing 9.7

Leisure and Hospitality 12.5
Construction 6.0

Wholesale Trade 4.6

Transportation and Warehousing 4.9
Retail Trade 11.6

All Other 5.3

Payroll
38.9

10.1

16.4

4.7

7.5

4.4

3.5

7.7

6.7

Combined Office is an aggregation of several sectors: Information, Financial Services, Professional and Business Services, and Private Education

Market values that may not sum to 100% are due to rounding
Sources: NCCI’s Statistical Plan data (CY 2022p) and US Bureau of Labor Statistics (US total, CY 2023)
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Changes in Payroll by Component—2022 to 2023

Payroll 6.2%

@

Combined Office
Health Care

Manufacturing

Employment 2.3% Wage Rate 3.9%

Leisure and Hospitality

Construction

Wholesale Trade
Transportation and Warehousing
Retail Trade
All Other
-4% 0% +4% +8% -4% 0% +4% +8%
Sources: US Bureau of Labor Statistics; US Bureau of Economic Analysis; NCCI 2AC)I254.
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From the Great Resignation to Everyone Staying Put

Total Private Industry, Indexed to December 2019
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NCCI LABOR MARKET INSIGHTS

Avg Hourly Earnings, YoY

‘NL'L'I]
Employment Change

Latest Print - 17

1-Year Avg
3-Year Avg

5-Year Avg

Payroll Growth, YoY

5-19 Avg
4.6 %

oneotbromion L on oo re

Net Employment Change (Thous.) 165 182 236 315
Net Private Employment Change (Thous.) 98 152 214 196 181 243
Average Hourly Earnings (y/y %) 4.3 4.3 4.3 4.4 4.3 4.1
Average Hours Worked (Hours) 34.3 34.4 34.4 34.2 34.3 34.4
Payroll (Calculated)* Growth (y/y %) 5.2 587 6.1 4.8 5.3 5.9

*Calculated Payroll = Total Private Employment * Average Hourly Earnings * Average Hours Worked

- @
167
3.9

34.3 o

5.6

DriversofFrequency Lo e e e e

Unemployment Rate ( 3.8 3.7 3.7 7 3.9 3.8

Labor Force Pamc:lpatu)n Rate (%) 62.7 62.8 62.5 62.5 62.5 62.7

Prime Age Participation Rate (25-54, 83.3 83.3 83.2 83.3 83.5 83.4

Job Openings (Thous.) 8685 8931 8889 8748 8813 8,488

Hires Rate (9 3.7 3.5 3.7 3.5
Quits Rate (%) 2.3 22

Layoffs Rate (%) 1.1 1.0 1.0 1.0

3.6 3.

7
2.2 2.2 .2 2.1

1.1 1.0

Source: Bureau of Labor Stat :1-,3-, 8 are rolling 12-

-, and 60-month averages from the latest data point

3.9
62.7
83.5

Labor Market Insights now on ncci.com

Hires Rate

Averages
1-Year 3-Year 5-Year
234 380 128
182 343 117
4.4 4.8 4.5
34.4 34.5 34.5
5.8 8.4 5.7

Averages
1-Year 3-Year 5-Year
3.7 3.8 4.9
62.7 62.3 62.3
83.4 82.7 82.3
9,030 10,245 8,876
3.7 4.1 4.1
2.3 2.6 2.4
1.0 1.0 1.3

2015-19
190
177
2.7
34.4
4.6

201519
4.4
62.9
81.7
6,360
3.8
2.2

1.2

May 3, 2024

After a string of blockbuster payroll reports,

April’s net employment growth came in at a

solid 175,000 jobs overall, with 167,000 jobs
added in the private sector.

As the labor market continues to normalize, we
expect to see job numbers come in near this
level more frequently as this level is more in
line with the pre-pandemic trend.

At the industry level, health care and social
assistance was a leader in April, accounting for
just over 50% of private sector employment
gains. Allin all, 10 out of 13 industry groups saw
employment gains, with mining and logging,
information services, and professional and
business services each seeing small declines.

o Overall, payroll grew 5.6% over the past 12
months, a solid pace despite some softeningin
both employment and wage growth.

Wage growth may continue to slow as we have
seen hiring and quits rates fully reverse their
Great Reshuffle increases. Overall, labor
market turnover is now lower than pre-
pandemic levels, and the layoffs rate remains
near record lows.

Bottom line: April's employment situation looked
normal. While it may be disappointing relative to the
strong reports we have seen over the past few
years, we expect to see more labor reports that look
like this as we go forward.

Copyright 4 National Council on Compens. nInsurance, Inc. All Rights Reserved. THE RESEARCH ARTICLES AND CONTENT DISTRIBUTED BY NCCI ARE PROVIDED FOR GENERAL INFORMATIONAL PURPOSES ONLY AND ARE PROVIDED “AS IS.” NCCI DOES NOT
GUARANTEE THEIR ACCURACY OR COMPLETENESS NOR DOES NCCI ASSUME ANY LIABILITY THAT MAY RESULT IN YOUR RELIANCE UPON SUCH INFORMATION. NCCI EXPRESSLY DISCLAIMS ANY AND ALL WARRANTIES OF ANY KIND INCLUDING ALL EXPRESS,

STATUTORY, AND IMPLIED WARRANTIES INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PARTICULAR PURPOSE.
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Who Is Being Insured?
US Population

1980

5M

) 10 15 pA 25 30 35 40 45 50 55 60 65 70 75 80 85 90 95

Single-Year Age
AlS

Sources: Integrated Public Use Microdata Series—Current Population Survey, University of Minnesota; NCCI 2 O 2 4

© 2024 NCCI Holdings, Inc. All Rights Reserved.



US Population by Age and Contributions to the Labor Force

16 to 24 25 to 54 55to 64
Population, % 17 38 10 1980
Labor Force, % 24 62 11 227 Million

Generation X
Baby Boomers

Silent Generation

Lost Generation

5M

15 and Under  Younger Prime-Age Older 65 and Over
16 to 24 25to 54 55to 64
Sources: Integrated Public Use Microdata Series—Current Population Survey, University of Minnesota; NCCI AI S
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US Population by Age and Contributions to the Labor Force

16 to 24 25 to 54 55 to 64
Population, % 13 -4 44 A +6 | 2000

Labor Force, % 16 -8 71 A +9 10 -1 282 Million A +24%
Millennials
Generation X
Baby Boomers

SM Silent Generation
Mm mIIIIIIIIIIIIIIll-- ______
15 and Under  Younger Prime-Age Older 65 and Over
16 to 24 25to 54 55 to 64
Sources: Integrated Public Use Microdata Series—Current Population Survey, University of Minnesota; NCCI 2AC)I254-
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US Population by Age and Contributions to the Labor Force

16 to 24 25 to 54 55 to 64
Population, % 12 -1 39 -5 13 A +4 2020
Labor Force, % 13 =3 64 -7 17 A +7 332 Million A +18%
Claim Share, % 9 64 21 Ceneration 2
Incurred Share, % 5 61 27 Millennials

Generation X

5M Baby Boomers

Silent Generation

15 and Under  Younger Prime-Age Older 65 and Over
16 to 24 25 to 54 55 to 64

AlS

2024

Sources: Integrated Public Use Microdata Series—Current Population Survey, University of Minnesota; NCCI’s Claims Data Dashboard
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US Population by Age and Contributions to the Labor Force

16 to 24 25 to 54 55 to 64
Population, % | 39 - 11V -2 2030
Labor Force, % 12 -1 64 --- 16 -1 345 Million A +4%
Claim Share*, % 11 A +2 62 -2 20 -1 et Al
|
Incurred Share*, % 7 A +2 61 --- 24 -3 Generation Z
Millennials
5M Generation X
II ‘ “ Baby Boomers
15 and Under  Younger Prime-Age Older 65 and Over
16 to 24 25 to 54 55 to 64

* Claim and incurred shares are preliminary for CY 2023 AI S

Sources: Integrated Public Use Microdata Series—Current Population Survey, University of Minnesota; NCCI’s Claims Data Dashboard 2 O 2 4
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a  Why is everything still so expensive?
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‘/V’ Q/" * Highest inflation in 40 years, surely it must
L ol have impacted workers compensation?
Growth (WCQ) Inflation
°o0 * I’'m worried about medical inflation. What’s

/\W the best way to follow it?
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Inflation Slowed in 2023 Following ~40-Year High

Year-Over-Year % Change

+10.0%

CPI: All ltems

+7.5%

+5.0%

+2.5%

0%

_2.5% I I | | |
2020 2021 2022 2023 2024
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Source: US Bureau of Labor Statistics
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Inflation Slowed in 2023 Following ~40-Year High

Year-Over-Year % Change

+10.0%
+7.5%
+5.0%

+2.5%

0%
_2.5% I | | | |
2020 2021 2022 2023 2024
Source: US Bureau of Labor Statistics AI S
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Core Inflation Has Been More Stubborn

Contributions to Year-Over-Year % Change

+10.0%
Food
Energy o
+7.5% Housing
and Rents
Home and
5.0% Auto Insurance
New and
Used Cars
+2.5%
0%
All Other
_2.5% [ I I | |
2020 2021 2022 2023 2024
Source: US Bureau of Labor Statistics AI S
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What About Medical Inflation?

Year-Over-Year % Change

+10.0% CPI: All ltems

+7.95%

PPl Medical Care

+5.0% Services

+2.5%

Personal Health

Care (PHC)
- \/
CPI: Medical Care
—2.50/0 | | | T T
2020 2021 2022 2023 2024
Sources: US Bureau of Labor Statistics; Centers for Medicare & Medicaid Services AI S
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What About Medical Inflation?

Year-Over-Year % Change

PPl Medical Care
Services

+4.0% . .
Adjusted CPIl Medical

+3.0%

+2.0% Personal Health
Care (PHC)

+1.0%

\
OCVO | T T T T
2020 2021 2022 2023 2024
Sources: US Bureau of Labor Statistics; Centers for Medicare & Medicaid Services AI S
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Medical Cost Distribution—Service Year 2022

AlS

2024

Source: NCCI’s Medical Call data
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Composition of Changes to the WCWMI

Contributions to Year-Over-Year Change

Percent

+4
Other

+3 Drugs
Medical Supplies
Inpatient

+2
Outpatient & ASC

+1

0
1
2020 2021 2022 2023 2024
Other is represented by long-term care (PPl Home Health and PPI Nursing Home Care) AI S

Sources: US Bureau of Labor Statistics and NCCl's Medical Call data 2 O 24
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Physician Care Detail (PPI) 40% of Spend

100 = June 2014

115

110

105

Private Insurance
Physician Care

,’/__/_,f Medicare
/~ ~ Medicaid

100

95

90

-y

. e W

2014 AONES 2016 2017 2018

Components of Physician Care are indexed to June 2014 = 100
Source: US Bureau of Labor Statistics
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Hospital Outpatient Care (PPI) 27% of spend

100 = June 2014

140
130
120

110

Private Insurance

Hospital
Outpatient

Medicare

Medicaid

100

90

80 | | | I I I I I I

2014 AONES 2016 2017 2018 2019 2020 2021 2022

Components of Hospital Outpatient Care are indexed to June 2014 = 100
Source: US Bureau of Labor Statistics
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We Watch Everything

Year-Over-Year % Change

+4.0%

PPl Medical Care Services Adjusted CPI Medical
+3.0%
+2.0% Personal Health
Care (PHC)
+1.0%
O% [ [ [ [ [
2020 2021 2022 2023 2024

Sources: US Bureau of Labor Statistics; Centers for Medicare & Medicaid Services AI S
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Medical Inflation Insights now on ncci.com

eighted Medical Price Index (WCWMI)

r-Y F P nt

+3.2
+0

B ---
| +
|
= - . - -
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Averag

Medical Care Details (y/y %) Sep Oct Nov Dec Jan Feb Mar 1-Year 3-Year 5-Year 201519 o

100% NCi Weighted Medi 2.9 .2 0 A .2 0 26

PPl Physi 1 C

PPl Hospital O
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 Inflation has slowed but is still too high

Vet 2’, * Medical inflation trends have been different
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oo * Medical Inflation Insights now on ncci.com
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The Zero Interest Rate Policy (ZIRP) Era

Effective Federal Funds Rate, %

+7
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+2
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Federal Funds
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Source: Board of Governors of the Federal Reserve System
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ZIRP Is Dead, Long Live ZIRP

Effective Federal Funds Rate, %

+7
+6
+5
+4
+3 Federal Funds

Effective Rate
+2

+1

0

2000 2004 2008 2012 2016 2020 2024

AlS

Source: Board of Governors of the Federal Reserve System 2 O 2 4
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Where Do We Go Next? Case for Higher Rates

Year-Over-Year % Change

+20
oy Federal Funds
Effective Rate
+10
CPI: All ltems
+5
O I I I I I I I I I I I 1
1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982
Sources: Board of Governors of the Federal Reserve System; US Bureau of Labor Statistics AI S
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Where Do We Go Next? Case for Lower Rates

FOMC Participants’ Assessments of Appropriate Monetary Policy

Percent
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Source: Federal Open Market Committee
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State of the Economy Insights

|-

Growth

The economy s in
good shape

3.1% Real GDP Growth
in 2023
2024 off to a good start

w

Employment

The labor market
remains healthy

Over 3 million new
jobs added in 2023,
2024 on pace for the

same

g

Inflation

Inflation is down but
not out

CPIl down from 9%
peak but stuck near
3.5% in early 2024

Interest Rates

Interest rates are likely
staying higher for
longer

Fed is still projecting
interest rate cuts in
2024 but economy is
giving them pause
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