United States: Business sentiment remains buayant
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Indicators are converted into z-scores, i.e. deviations from their long-term average (expressed in standard deviations). Positive (negative) values indicate that the
indicator is above (below) its long-term average by a given number of standard deviations. Red shading corresponds to strong economic activity, elevated inflation
expectations, and low unemployment fears, while blue indicates a slowdown in activity, moderate inflation expectations, and heightened unemployment fears.
*Credit indicators are neither standardised as z-scores nor associated with any colour coding: they are shown in levels (or as 12-month cumulative flows) and
should be interpreted separately from the other indicators.

Business sentiment surveys point to a healthy economy, despite the energy shock. In March, business sentiment (ISM PMI) remained
in expansion territory in both the manufacturing (which hit a four-year high) and non-manufacturing sectors, but supplier delivery times
extended and, above all, input-price growth accelerated (and stood at a high not seen since 2022). By contrast, consumer sentiment
(Michigan) has dipped sharply. Expectations deteriorated, particularly around 1-year inflation.

Mortgage rates have been rising since the start of the war in the Middle East. This, combined with the continuing rise of prices for
existing homes, is expected to slow the growth of outstanding mortgages in 2026. However, growth in outstanding consumer loans
remained robust at the start of the year. In Q4 2025, growth in outstanding business loans and debt issuance increased compared with the
previous quarter, whilst the trend of falling short-term interest rates was interrupted by the war.

GDP: growth, carry-over and forecasts
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GDP growth to rebound in Q1. According to our forecast, it is expected to reach +0.9% qg/q (+3.7% AR) in Q1 2026, compared with +0.1%
g/q (+0.5% AR) in Q4 2025. This volatility is linked to the federal government shutdown (October-November 2025), with the government
sector having shaved 1.0pp off growth, before contributing 1.7 percentage points in Q1, according to our forecasts (AR). Private demand
(consumption and investment) is expected to rise slightly following the Q4 slowdown. The Atlanta Fed's GDP Now forecast differs
significantly, standing at +1.3% AR, as it does not factor in the offsetting effects of the shutdown (adjusted for the shutdown's effects, our
forecast is closer to this figure).
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