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Executive summary: a tale of two curves

B The economic and pandemic curves will dominate the US outlook.

B In 2020 policy stimulus set the economy on a positive path as of Q3,
with solid household disposable income and a shift towards goods
consumption, while services remained crippled by the pandemic.

B 2021 opens on a weak note due to a third pandemic wave and
expiring fiscal stimulus. But the outlook is positive on both fronfs.

UThe diffusion of effective vaccines sefs the stage for a strong
economic rebound as of Q3, driven by the demand for services.

L INew fiscal stimulus enacted at end-2020 and more to come from
the Biden Administration will help contain the pandemic and
support the economy from the start of the year.

B The outlook is for above-potential growth, at 5.2% in 2021 and 3.4%
in 2022, with significant upside risks. Downside risks are of non-
economic origin, tied on the health front fo the control of the
pandemic and the vaccine rollout, and on the political front to
social unrest and the fracture within the Republican party.

B Inflation is expected to be close to 3% in Q2, receding towards 2%

in H2, but risks are on the upside.
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Agenda

n The economy is in better shape than it looks

E The pandemic is the main risk for the recovery

E A new «New Deal» is on the way

INTEM | SNNPAOLO



The pandemic is still here, but growth is solid

The third wave is still raging...
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The economy is marching on in most sectors

Business surveys point to strong activity, Orders and shipments of capital goods
constrained mainly by supply bottlenecks are way above pre-pandemic levels
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The consumer is in charge, thanks to record savings
and a shift towards goods consumption

Household savings at record highs, disposable

income still above pre-pandemic levels
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Consumption has bounced back, thanks to a
shift towards goods, while services are
constrained by Covid-19
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Agenda

n The economic picture is much brighter than it looks

E The pandemic is the main risk for the recovery

E A new «New Deal» is on the way
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As cases mount, activity has retrenched again in

sectors directly hit by the pandemic...

Mobility and Engagement Index: dropping
towards levels not seen since last Spring
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Employment hit again in the leisure
and hospitality sectors
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...while the end of fiscal stimulus took its toll on

household disposable income

There are still approximately 18 min
unemployed or underemployed individuals...
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...whose income has been falling since the
Summer due to the end of the federal subsidies
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The pandemic is the main risk for the economic outlook,
but the tide will turn with the vaccine rollout

The public’s attitudes are becoming more The vaccination program started at a slow
favorable to getting the vaccine pace, but will pick up speed with Biden’s plan
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Agenda

n The economic picture is much brighter than it looks

E The pandemic is the main risk for the recovery

E A new “New Deal” is on the way
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The Response&Relief Act: a bridge over troubled waters

Tab. 1 - Estimated cost of the Response and Relief Act measures for 2021-2030 (CRFB)

Provision Bn dollars
Aid to small businesses 325
- Deductibility of expenses paid by PPP loans *
Extend and Augment Unemployment Benefits (+300S/week) for 11 weeks 120
Stimulus checks of 600S/person 166
Education 82
Health Care 56
- Fund some with existing relief funds -18
Transportation 45
Other spending 83
Other tax cuts 40
TOTAL 920
Offsets (reductions in previous budget authority) -560#
NET TOTAL (budget authority) 3607

Note:* This change could reduce tax revenues by up to 200 billion dollars compared to existing legislation (or less, if limits are
imposed on deductibility, as reported by some sources), but most of the cost was inadvertently itemized in the original invoices,
and therefore would not be considered as an additional cost by the CBO. # Although the proposal revokes the funds from the
PPP program and from the slackening of Federal Reserve lending conditions, these funds would not have been spentin any
case, based on the current law, therefore the impact on the effective deficit will be closer to 350 billion dollars. The exact
impact on the deficit is unknown: for instance, jobless claims could cost more or less depending on the levels of unemployment,
and PPP loans may not be fully used. Source: Committee for a Responsible Federal Budget
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Consumers will power ahead with a «littlen help

12

from the latest fiscal stimulus, and more to come

The 2021 output gap will close with the
help of the RRA
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Household disposable income ready to
take off, again
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What's next? A likely two-pronged fiscal boost,
huge but smaller than what has been announced

B A «Relief Plann (American Rescue Plan), announced on 14/1, focuses on the
economic and health emergency, would be deficit-financed and includes
measures for 1.9 1ln (see tab. 2).

B A «Recovery Plany, included in reconciliation bills (around 1 1ln), would focus
on infrastructure (transportation, clean energy), health/welfare/education,
with possible discussion of corporate tax changes (OECD joint reform?).

B VIEWPOINT - Biden has a majority in both branches of Congress, but lacks the
Senate votes necessary to legislate on items impacting the budget.

) The administration could select the most urgent measures (Covid-19,
unemployment, rebates, for a total of app. 800 Bn) and aftempt to put them
on a fast track with bipartisan support, to be passed by March. The
American Rescue Plan is likely to be downsized.

L) The rest of the fiscal agenda would be advanced through reconciliation
bills, with a mix of the remaining relief measures and structural interventions,
from the Recovery Plan. 2022 is a tough electoral year: Biden's fiscal plans
will have to be dealt with in 2021.

) The total new stimulus could be around 1.5 tin (around 7% of GDP).
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The relief plan to tackle the emergency

Tab. 2 - The American Rescue Plan: a first look at its impacts

Provision Deficit impact Economic Multiplier
(Bn USD) impact
(Bn USD)
Provide $1,400 per person "Recovery Rebates" on top of 465 279 0.6
the $600 already issued
Provide aid to state and local governments 350 315 0.9
Increase Unemployment Insurance supplement to 350 245 0.7

$400/week and extend emergency Ul provisions
through September

Provide funding for a national vaccination program, 160 128 0.8
testing and other Covid efforts

Fund school reopening and increase funding to 170 119 0.7
schools

Expand the Child Tax Credit 120 36 0.3
Provide rental and small landlord support 30 12 0.4
Provide support to childcare providers 25 15 0.6
Other 200 120 0.6
Total Reported Cost 1900 1269 0.62

Source: Intesa Sanpaolo on data from CRFB and CBO
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A positive economic outlook for 2021, even amid
unprecedented political and public health challenges

GDP growth and contributions: way :
F e potoniialin 202152 || The rocky start to 2021, with a
dire health picture and worrying
political events, should not

8 8 derail the expected
6 [ 6 improvement of the economic
4 4 outlook.
_ W Effective vaccines and fiscal
2 stimulus open the way to a likely
07 [ 0 prolonged period of above-
Py . . l . —1, potential growth.
042020 2021 2022 B GDP is forecast to grow by 5.2%
B Private cons. B |nvestment in 2021 and 3.4% in 2022, with
B Gov. cons. 3 Stockbuiding large upside risks due to the still
B Net rade GOP uncertain amount of extra
Source: Refinitiv-Datastream, Intesa Sanpaolo forecasts N
stimulus.
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Important Information

Analyst Certification and Other Important Disclosures

The analysts drafting this report state that the opinions, forecasts, and estimates contained herein are the result of independent and subjective
evaluation of the data and information obtained and no part of their compensation has been, is, or will be directly or indirectly linked to the views
expressed.

This research has been prepared by Intesa Sanpaolo S.p.A. and distributed by Intesa Sanpaolo SpA-London Branch (a member of the London Stock
Exchange) and Intesa Sanpaolo IMI Securities Corp (a member of the NYSE and FINRA). Intesa Sanpaolo S.p.A. accepts full responsibility for the
contents of this report. Please also note that Intesa Sanpaolo S.p.A. reserves the right to issue this document to its own clients. Intesa Sanpaolo S.p.A.
is authorised by the Banca d'ltalia and is regulated by the Financial Conduct Authority in the conduct of designated investment business in the UK
and by the SEC for the conduct of US business.

Opinions and estimates in this research are as at the date of this material and are subject to change without notice to the recipient. Information and
opinions have been obtained from sources believed to be reliable, but no representation or warranty is made as fo their accuracy or correctness.

This report has been prepared solely for information purposes and is not intended as an offer or solicitation with respect to the purchase or sale of
any financial products. It should not be regarded as a substitute for the exercise of the recipient’s own judgement.

No Intesa Sanpaolo S.p.A. entity accepfts any liability whatsoever for any direct, consequential or indirect loss arising from any use of material
contained in this report.

This document may only be reproduced or published with the name of Intesa Sanpaolo S.p.A..

This document has been prepared and issued for, and thereof is intended for use by, Companies which have suitable knowledge of financial
markets, which are exposed to the volatility of interest rates, exchange rates and commodity prices and which are capable of evaluating risks
independently.

Therefore, such materials may not be suitable for all investors and recipients are urged to seek the advice of their relationship manager/independent
financial advisor for any necessary explanation of the contents thereof.

Person and residents in the UK: this document is not for distribution in the United Kingdom to persons who would be defined as private customers
under rules of the FCA.

US persons: this document is intended for distribution in the United States only to Major US Institutional Investors as defined in SEC Rule 15a-6. US
Customers wishing to effect a fransaction should do so only by contacting a representative at Intesa Sanpaolo IMI Securities Corp. in the US (see
contact details below).

Intesa Sanpaolo S.p.A. issues and circulates research to Major Institutional Investors in the USA only through Intesa Sanpaolo IMI Securities Corp., 1
William Street, New York, NY 10004, USA, Tel: (1) 212 326 1199.

Inducements in relation to research
Pursuant to the provisions of Delegated Directive (EU) 2017/593, this document can be qudlified as an acceptable minor non-monetary benefit as it is:

- macro-economic analysis or Fixed Income, Currencies and Commodities material made openly available to the general public on the Bank’s
website - Q&A on Investor Protection topics - ESMA 35-43-349, Question 8 & 9.

Method of distribution

This document is for the exclusive use of the recipient with whom it is shared by Intesa Sanpaolo and may not be reproduced, redistributed, directly
or indirectly, to third parties or published, in whole or in part, for any reason, without prior consent expressed by Intesa Sanpaolo. The copyright and
all other intellectual property rights on the data, information, opinions and assessments referred to in this information document are the exclusive
domain of the Intesa Sanpaolo banking group, unless otherwise indicated. Such data, information, opinions and assessments cannot be the subject
of further distribution or reproduction in any form and using any technique, even partially, except with express written consent by Intesa Sanpaolo.

Persons who receive this document are obliged to comply with the above indications
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Valuation Methodology

Comments on macroeconomic data are prepared based on macroeconomic and market news and data available via information providers such
as Bloomberg and Refinitiv-Datastream. Macroeconomic, exchange rates and interest rate forecasts are prepared by the Intesa Sanpaolo Research
Department, using dedicated econometric models. Forecasts are obtained using analyses of historical statistical data series made available by the
leading data providers and also on the basis of consensus data, taking account of appropriate connections between them.

Disclosure of potential conflicts of interest

Intesa Sanpaolo S.p.A. and the other companies belonging to the Intesa Sanpaolo Banking Group (jointly also the “Intesa Sanpaolo Banking Group”)
have adopted written guidelines “Organisational, management and control model” pursuant to Legislative Decree 8 June, 2001 no. 231 (available
at the Intesa Sanpaolo website, webpage https://group.intfesasanpaolo.com/en/governance/leg-decree-231-2001) setting forth practices and
procedures, in accordance with applicable regulations by the competent Italian authorities and best international practice, including those known
as Information Barriers, to restrict the flow of information, namely inside and/or confidential information, to prevent the misuse of such information
and to prevent any conflicts of inferest arising from the many activities of the Intesa Sanpaolo Banking Group which may adversely affect the
interests of the customer in accordance with current regulations.

In particular, the description of the measures taken to manage interest and conflicts of interest —related o Arficles 5 and 6 of the Commission
Delegated Regulation (EU) 2016/958 of 9 March 2016 supplementing Regulation (EU) No. 596/2014 of the European Parliament and of the Council
with regard to regulatory technical standards for the technical arrangements for objective presentation of investment recommendations or other
information recommending or suggesting an investment strategy and for disclosure of particular interests or indications of conflicts of interest as
subsequently amended and supplemented, the FINRA Rule 2241, as well as the FCA Conduct of Business Sourcebook rules COBS 12.4 - between the
Intesa Sanpaolo Banking Group and issuers of financial instruments, and their group companies, and referred to in research products produced by
analysts at Intesa Sanpaolo S.p.A. is available in the "Rules for Research " and in the exiract of the "Corporate model on the management of inside
information and conflicts of interest”" published on the welbsite of Intesa Sanpaolo S.p.A., webpage
https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures. This documentation is available to the recipient of this research upon making
a written request to the Compliance Department, Intesa San Paolo S.p.A., Via Hoepli, 10 - 20121 Milan - Italy.

Furthermore, in accordance with the aforesaid regulations, the disclosures of the Intesa Sanpaolo Banking Group's interests and conflicts of interest
are available through webpage https://group.intesasanpaolo.com/en/research/RegulatoryDisclosures/archive-of-intesa-sanpaolo-group-s-conflicts-
of-interest. The conflicts of interest published on the internet site are updated to at least the day before the publishing date of this report. We
highlight that disclosures are also available to the recipient of this report upon making a written request to Intesa Sanpaolo S.p.A. - Macroeconomic
and Fixed Income Research, Via Romagnosi, 5 - 20121 Milan - [faly.

Intesa Sanpaolo acts as market maker in the wholesale markets for the government securities of the main European countries and also acts as
Government Bond Specidalist, or in comparable roles, for the government securities issued by the Republic of Italy, by the Federal Republic of

Germany, by the Hellenic Republic, by the European Stability Mechanism and by the European Financial Stability Facility.

Report prepared by:
Giovanna Mossetti, Macroeconomics and Fixed Income, Research Department, Intesa Sanpaolo
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