Citi Research

January 22,2026

Global Economics

Global Outlook: “Goldilocks” Performance, but Risks Linger

Robert Sockin A¢
Director, Global Economics
Robert.sockin@citi.com

This presentation is an institutional client communication and is not intended to serve as a research report.

Forimportant disclosures regarding Citi Research, including with respect to any issuers mentioned herein, please refer to the Citi Research disclosure
website at https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures.

Any unauthorized use, duplication, redistribution or disclosure of this presentation (the “Product”), including, but not limited to, redistribution of the
Product by electronic mail, posting of the Product on a website or page, and/or providing to a third party a link to the Product, is prohibited by law and
will result in prosecution. The information contained in the Product is intended solely for the recipient and may not be further distributed by the
recipient to any third party. © 2026 Citigroup Global Markets Inc. Member SIPC. All rights reserved. Citi and Citi and Arc Design are trademarks and
service marks of Citigroup Inc. or its affiliates and are used and registered throughout the world.



https://www.citivelocity.com/cvr/eppublic/citi_research_disclosures

Five Key Themes Shaping the Global Economy

e Theme 1: Resilient Economic Performance

e Theme 2: Tariffs Are Shifting the Contours of US Trade

e Theme 3: Diverging US & Global Inflation

e Theme 4: Global Monetary Easing

e Theme 5: Advances in Al Promise Rising Productivity
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Theme 1: Global Economic Performance Has Shown Continued Resilience

Global Real GDP Growth*
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Citi Global Economic Surprise Index & Global PMIs

As of December 2025/January 2026
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Theme 1: Global Economic Performance Has Shown Continued Resilience

US Imports & Global ex US Exports (Volumes)
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Source: Citi Research, Census, CPB, National Statistical Sources, Haver

Index, Oct-2024=100
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Risks to the Outlook

A larger than anticipated bite from tariffs

Retrenchment in Al investment and valuations

Geopolitical stresses (e.g., Middle East, Venezuela, etc.)

A sharp deterioration in the US labor market

High public debt levels in many countries




Theme 2: Tariffs Are Shifting the Contours of US Trade

Country-Specific Tariff Rates**

As of December 2025
Tariff Rate Exports to US (2024)
US Effective Tariff Rate on Goods Imports* % $Bn % of GDP
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Theme 3: For the US, Tariffs Are Delaying the Return to 2% Inflation

YoY %
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Source: Citi Research, BEA, Census, Bloomberg, Haver

Core PCE Inflation: Components

YoV % As of November 2025
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Theme 3: For the Rest of World, Inflation Remains on a Declining Path

Global Inflation

YoY% As of December 2025
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Source: Citi Research, National Statistical Sources, BLS, Bloomberg, Haver Analytics
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Core Goods Inflation: Change Since Jan 2025
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Theme 4: Global Central Banks Are in the Midst of an Easing Cycle
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Theme 5: Advances in Al Are Poised to Raise Productivity in Coming Years

Tech-Enabling Investment by Type* Firm Adoption of Al Technologies (Citi Survey)***
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Source: Citi Research. National Statistical Sources. World Bank. Haver



Country-Specific Developments
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The United States: Economic Growth Has Held Up Surprisingly Well

Real GDP & Consumption Growth Job Creation (NFP)
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The Contours of US Consumption—Aggregate Spending Still Solid

US Saving Rate*
Percent As of November 2025
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K-Shaped US Economy: Headwinds Plague Low-Income Consumers

Household Balance Sheets*
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Euro Area: US Tariffs Cloud the Outlook—But Stimulus Will Provide Support

Real GDP
As 0f2025Q3
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China’s Economy Continues To Weather High US Tariffs

China Economic Activity & Surprise Index

China Inflation

As of December 2025
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Source: Citi Research, CNBS, Yicai Media Group, China Customs Administration, CFLP/NBS, Haver Analytics



Additional Materials

citi



The Administration’s Policies Have Driven Gyrations in Sentiment

Consumer Sentiment
As of December 2025/January 2026
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The “Incidence” Of Tariffs: Split Between US Firms And Households

As of November 2025
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Core Goods Inflation: Gainers vs. Losers (CPI)*
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US Labor Markets Are On a Softening Trajectory

Jobless Claims* Labor Market Performance: “Low Churn”
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Source: Citi Research, BEA, BLS, Census, NBER, OHSS, US Department of State, Haver, DHS, LHMeyer.




The K-Shaped US Economy: Headwinds Have Emerged for Small Firms

Source: Citi Research, FRB, NFIB, ADP, Haver Analytics

Small Business Optimism During Trump Admins
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The US Housing & Rental Market—Are Showing Persistent Softness

Housing & Rental Prices* Housing Affordability*
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Source: Citi Research, S&P, Census Bureau, National Association of Realtors, BEA, Zillow, MBA, Haver, Bloomberg



US Economic Inequality: Distribution of Wealth, Income, and Consumption

Share of Net Worth (By Income Percentile) Share of Expenditures (By Income Percentile)
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US Economy—Some Additional Key Indicators

Bank Loan Growth*

YoY % As of November/December 2025
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The Value of the Dollar Remains Well Above Historical Averages

US Oil and Non-0il Trade Balances

Broad Real Dollar Index*
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Deregulation Under the Second Trump Administration

Executive Orders: Issued by President

As of December 2025
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C I t I federal agencies after a public rulemaking process, implementing laws passed by Congress or EOs. **Reflects date rule was proposed. 25
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High US Public Debt Levels Have Triggered Market Concerns

US Federal Debt & Deficit

Asof2025
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Source: Citi Research, CBO, Census, BIS, Haver



Euro Area: Continued Signs of Improved Performance

YoY % As 0f2025Q3
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Global Flows Have Shifted From China to Other Destinations

Share of US Trade: China, Mexico, and ASEAN*
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Many Major Countries Face Fiscal Challenges

Fiscal Vulnerability Assessment

Asof2024
Public  Fiscal Net Net Private : Overall
Debt Deficit Interest Interest Debt [ Rank

% of GDP % of Revenue (% of GDPI
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Methodology: The heatmap divides the 21 countries into buckets of
three using general government data. Overall score is average rank
across the five categories using [.25, .25, 125, 125, .25] as weights.

Vi

C I t I *Data are for general government.
Source: Citi Research, IMF, BIS, Haver Analytics
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Defense Spending Must Seek to Balance Geopolitical & Economic Realities

Defense Spending in 2024 (% of GDP)
Asof2024
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Global Commodities—Tariffs and Geopolitical Developments Are in Focus

Commodity Spot Price Indexes
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Public Debt is Elevated, but Private Balance Sheets Remain Healthy

General Government Debt to GDP Ratio* Household Debt to GDP Ratio
" As of2024 " % Asof2025Q2
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Shifting Global Contours—AI & Services Trade

Global Exports: Nominal Goods & Services*
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Some Longer-Term Forces Shaping Economic Performance

Working-Age Population Share (15-64)
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Related Research
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Global Economic Outlook & Strategy: “Goldilocks” Baseline but Lingering Risks

* The Still-Rising U.S. Public Debt: Twelve Questions & Answers

* Productivity & the Al Revolution: Implications for the Economy and Markets

* Money and Might 2.0: Balancing Choices

* Foreign Direct Investment: Global Implications of "America First" Policies

* The Digital Transformation of the Global Economy: Riding the Wave of Virtual Progress

* Geopolitics: Implications for the Economy & Markets
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