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Macroeconomic Update

Fundamentals Are Solid, but Policy Uncertainty Is Elevated

We see moderate growth in the U.S. economy in 2025.

The U.S. economy has good momentum heading into 2025,

but the policy outlook from Washington elevates uncertainty.
Recent economic data have been solid, with fourth quarter

real gross domestic product (GDP) on track for about 2 percent
annualized growth. The outlook for consumer spending remains
positive, supported by healthy growth in inflation-adjusted labor
income and a wealth effect driven by rising asset prices. Financial
conditions have also turned more supportive as credit growth is
reaccelerating, and optimism about artificial intelligence induces a
positive outlook for capex. Disinflationary progress has stalled a bit
in recent months, but fundamentals point to a further slowdown
in inflation as wage pressures and housing inflation ease further.

With the new administration taking office, we expect a boost to
both consumer and business sentiment, aided by expectations
of deregulation and further tax cuts. Post-election surveys have
already shown increased optimism about the outlook, which could
support consumption, investment, and hiring in coming months.

Looking beyond the immediate sentiment boost, the outlook
becomes more uncertain and depends on the ultimate policy mix
of the new administration. Extension of the Tax Cuts and Jobs Act
(TCJA) would prevent a fiscal drag, but we see limited scope for
new tax cuts as the fiscal backdrop has worsened.

With the new administration taking
office, we expect a boost to both
consumer and business sentiment,
aided by expectations of deregulation
and further tax cuts.
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Some of the administration’s proposed policies—such as tariffs
and immigration—could weigh on growth if fully implemented.
Tariffs slow growth by increasing business uncertainty and
lowering real incomes. Broad implementation of tariffs could
also threaten to push up prices, complicating the Fed's task

of returning inflation to 2 percent and potentially slowing the
pace of rate cuts. Ultimately, we expect more targeted tariffs
will be used to negotiate favorable terms for the United States.
Immigration activity at the border is already down over 70
percent from its 2023 peak, which should slow both labor supply
and consumption in coming quarters. Our expectation is that
additional new policies will slow immigration modestly further
than the current trajectory.

All together, we see moderate growth in the U.S. economy in 2025
as these policy shifts play out. Economic fundamentals remain
solid, with strong household and corporate balance sheets. The Fed
will likely ease policy further toward a neutral setting, but tariffs
could slow the pace of rate cuts by interrupting the disinflationary
trend. The U.S. economy should remain a global outperformer,
though we expect continued bifurcation across sectors,
particularly as new policies begin to have an impact.

By Matt Bush and Maria Giraldo

U.S. Growth a Bright Spot, Led by Strong Services Sector
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This material is distributed or presented for informational or educational purposes only and should not be considered a recommendation of any particular security, strategy or investment product, or as
investing advice of any kind. This material is not provided in a fiduciary capacity, may not be relied upon for or in connection with the making of investment decisions, and does not constitute a solicitation
of an offer to buy or sell securities. The content contained herein is not intended to be and should not be construed as legal or tax advice and/or a legal opinion. Always consult a financial, tax and/or legal
professional regarding your specific situation.

This material contains opinions of the authors, but not necessarily those of Guggenheim Partners, LLC or its subsidiaries. The opinions contained herein are subject to change without notice. Forward-
looking statements, estimates, and certain information contained herein are based upon proprietary and non-proprietary research and other sources. Information contained herein has been obtained
from sources believed to be reliable but are not assured as to accuracy. Past performance is not indicative of future results. There is neither representation nor warranty as to the current accuracy of, nor
liability for, decisions based on such information.

Investing involves risk, including the possible loss of principal. In general, the value of a fixed-income security falls when interest rates rise and rises when interest rates fall. Longer term bonds are
more sensitive to interest rate changes and subject to greater volatility than those with shorter maturities. During periods of declining rates, the interest rates on floating rate securities generally reset
downward and their value is unlikely to rise to the same extent as comparable fixed rate securities. High yield and unrated debt securities are at a greater risk of default than investment grade bonds
and may be less liquid, which may increase volatility. Investors in asset-backed securities, including mortgage-backed securities and collateralized loan obligations (“CLOs"), generally receive payments
that are part interest and part return of principal. These payments may vary based on the rate loans are repaid. Some asset-backed securities may have structures that make their reaction to interest
rates and other factors difficult to predict, making their prices volatile and they are subject to liquidity and valuation risk. CLOs bear similar risks to investing in loans directly, such as credit, interest rate,
counterparty, prepayment, liquidity, and valuation risks. Loans are often below investment grade, may be unrated, and typically offer a fixed or floating interest rate.
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