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History doesn’t repeat itself, but it does rhyme

Psychoanalyst Theodor Reik once remarked, “[1]t has been said that history repeats
itself. This is perhaps not quite correct; it merely rhymes.” In the final months of
2022, our analysis has led us to pick up onindicators that certainly seemto rhyme
with what happenedto the U.S. economy in 2001. Business valuations (especially in
the tech sector) grew rapidly after theinitial pandemic-induced downturnin 2020,
thanksin large part to accommodative monetary policy boosting the stock market.
Since then, the stock market has sustained immenselosses, with the S&P 500
down by more than 20 percent and the Nasdaq down over 30 percent year-to-
date. Additionally, many of these firms have not been profitable and have subsisted
on cheap loans enabled by very low interest rates. With inflation sustaining 40-year
highs, the Federal Reserve’'s commitment to tamping down inflation by raising
interest ratesis likely to heavily impact these and other businesses.

Like the 2001recession (Fig. 1), itis likely that manufacturing and information (tech)
will be the most heavily impacted should a recession materialize in 2023. However,
unlike the 2001 recession, we do not expect the negative impact on professional
and business services to be as large. The Midwest and West will likely be hardest hit
by a downturnin the economy due to their heavy concentrations in manufacturing
and tech. Unlike 2001, we expect along and deep downturnin housing, which will
likely disproportionately impact the West and parts of the South. On the other
hand, the fact that government, education and health services, and other services
could be the leastimpacted bodes well for the Northeast and South. Also, unlike
2001, oil prices will be a boost to the energy sectors in the South and Midwest. While
gross domestic product (GDP), nominal personal consumption expenditure
(NPCE), and employment growth should remain strong for the remainder of 2022,
the outlook for 2023 is considerably weaker.

Fig. 1: The dot-com recession hit the manufacturing and tech
industries the hardest

(Employment change from March 2001to November 2001 by industry)
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Visa's Regional Economic Forecasts

Fig. 2: Real gross domestic product (GDP) Fig. 3: Nominal personal consumption expenditures
By region (SA*, YoY percent change) By region (SA*, YoY percent change)
Last forecast: October 18, 2022 Last forecast: October 18, 2022
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* Seasonally adjusted, year-over-year (YoY)

The education effect

The Northeast led all other regions in GDP growth in the second quarter, thanks mainly to strength in the Mid-Atlantic
(New York, New Jersey, Pennsylvania). The surging tourism that benefitted the Mid-Atlantic in Q2 continued into Q3,
with total flights up 49.2 percentin July and 48.7 percent in August year-over-year (YoY) at New York-New Jersey area
international airports (JFK, LaGuardia, Newark, and Stewart), according to the New York-New Jersey Port Authority.
The upswing in tourism will likely boost employment growth in the second half of this year. The high concentration of
education and health services employment and output in the Mid-Atlanticand New England (Connecticut, Maine,
Massachusetts, New Hampshire, Rhode Island, Vermont) likely benefitted from students returning to in-person
classes in August and September. We expect tourism and education to be major boons to employment, consumer
spending and GDP growth for the Northeast in the fourth quarter as well.

The expected slowdown of the economy in the first quarter of 2023 is likely going to have a mild impact on the
education and health services sector, which is very good news for the Northeast. While some tech-heavy states like
New York and Massachusetts will likely suffer meaningful job losses, we expect only modest employment and
consumer spending impacts to the rest of the region. University enrollment has been found to be countercyclical with
the business cycle, with every 1percent increase in the unemployment rate associated with a 2 percentrise in college
enrollment, according to analysis by economists Harris Dellas and Plutarchos Sakellaris. As enrollment rises, university
employee headcounts also tend to increase, which could help to mitigate the impact of job losses in other sectors of
the economy. While harder times are certainly in store for the Northeast, the recession’s relatively modest
employment and consumer spending impacts will limit the region’s GDP contraction to a single quarter (Q3-2023).

Northeast Actual Forecast
2022 2023
2021 2022 2023 2024
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gross Domestic Product (YoY % Chg.) 4.7 2.6 2.0 0.5 0.1 0.0 -0.2 0.0 5.8 2.4 0.0 12
Nominal Personal Consumption (YoY % Chg.) 10.8 8.0 7.3 6.4 5.6 4.9 4.3 3.9 1.4 8.1 4.7 4.4
Consumer Confidence Index 106.7 101.1 103.9 105.5 103.2 97.2 92.4 95.7 110.7 104.3 97.2 106.9
Employment (YoY % Chg.) 4.7 4.4 3.9 3.3 1.8 0.5 -0.3 -0.5 3.6 41 0.4 11

Forecast as of: October 18, 2022

Sources: Visa Business and Economic Insights analysis of data from the U.S. Department of Commerce, U.S. Department of
Labor, New York-New Jersey Port Authority, Dellas, Harris, and Plutarchos Sakellaris. 2003 "On the Cyclicality of Schooling:
Theory and Evidence.” Oxford Economic Papers and The Conference Board.
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Visa's Regional Economic Forecasts

Fig. 5: Nominal personal consumption expenditures
By region (SA*, YoY percent change)
Last forecast: October 18, 2022

Fig. 4: Real gross domestic product (GDP)
By region (SA*, YoY percent change)
Last forecast: October 18, 2022
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Cooking with gas

Global oil and natural gas prices declined in the second quarter of the year, likely reducing GDP growth in the West
South Central Division (Texas, Louisiana, Oklahoma, Arkansas). However, a rush of tourism across the South largely
made up for that drop, with the South trailing only the Northeast in GDP growth. GDP growth in the South Atlantic
Division (Delaware, D.C., Florida, Georgia, Maryland, North Carolina, South Carolina, Virginia, West Virginia) was
particularly strongin Q2 with the popularity of spots in Florida, Georgia, South Carolina and Virginia as summer
vacation destinations for travelers. According to data from the Visa International Travel platform (VISIT), the only two
citiesin the U.S. with an increase in international visitors from Q2-2019 to Q2-2022 were West Palm Beach, FL and
Austin, TX. While Hurricane lan certainly had a strong negative impact on travel at the end of Q3, our analysis
suggests that the South will lead the nation in both employment and GDP growth in the second half of 2022, thanks
to a strongtourism sector and high demand for oil and gas from Europe.

Compared to other parts of the U.S., the outlook for 2023 is relatively strong for the South despite expected declines
in the housing construction and manufacturing sectors. The housing sector decline will likely impact the South
Atlantic and the West South Central the most, while the East South Central (Alabama, Kentucky, Mississippi,
Tennessee) will be disproportionately impacted by the decline in auto manufacturing. However, thanks to
expectations for higher oil and natural gas prices, along with very strong demand for energy from Europe, the West
South Central's energy industry will provide a boon to the region throughout most of 2023. Additionally, the South
has a high concentration of its employment and GDP in the government sector, which is likely to be mostly spared
froma 2023 slowdown. That, in addition to favorable net-migration trends and a widespread business-friendly
environment, should allow the South to lead the nationin GDP, consumer spending and job growth in 2023.

South

Actual

Forecast

2022 2023
2021 2022 2023 2024
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gross Domestic Product (YoY % Chg.) 3.6 2.2 2.0 0.6 0.5 0.3 0.2 0.5 5.5 2.1 0.4 17
Nominal Personal Consumption (YoY % Chg.) 10.4 8.4 7.2 6.0 57 4.9 4.7 41 13.9 8.0 4.8 4.7
Consumer Confidence Index 107.6 99.5 100.0 106.9 104.5 98.5 93.6 97.0 mM.0 103.5 98.4 108.3
Employment (YoY % Chg.) 4.5 4.4 4.2 3.5 2.0 0.7 -0.3 -0.3 3.4 41 0.5 13

Forecast as of: October 18, 2022

Sources: Visa Business and Economic Insights analysis of data from the U.S. Department of Commerce, U.S. Department
of Labor, Visa International Travel (VISIT) platform and The Conference Board.




Visa Business and Economic Insights | November 2022 | o &

Visa's Regional Economic Forecasts

Fig. 7: Nominal personal consumption expenditures
By region (SA*, YoY percent change)
Last forecast: October 18, 2022

Fig. 6: Real gross domestic product (GDP)
By region (SA*, YoY percent change)
Last forecast: October 18, 2022
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Manufacturing under the microscope

The Midwest hasn't received much rain this year, but its economy is stuck in the mud. Since the onset of the
pandemic, its manufacturing sector has struggled under the weight of supply chain disruptions, hamstringing a major
engine of economic vibrancy in the East North Central Division (Indiana, lllinois, Michigan, Ohio, Wisconsin). Due to
recent declines in the prices of oil and agricultural commodities, the energy and farming sectors have also become
sluggish, impacting the West North Central Division (lowa, Kansas, Minnesota, Missouri, Nebraska, North Dakota,
South Dakota). The Midwest's unemployment rate is below the national average (Minnesota has the lowest
unemploymentrateinthe U.S.), but thisis largely because local residents have beenreluctant to rejoin the
workforce, not because it is experiencing an employment boom (the Midwest is ranked last in job growth too).

We wish the outlook were more positive than the recent trajectory indicates, but the Midwest is expected to bear the
brunt of the upcoming recession, should it occur. If history is any guide, the manufacturing sector will experience
meaningful losses in output and employment. Americans will buy smaller quantities of goods, as will our international
trading partners, and some factory floors will go idle. As a result, consumer spending among local residents will slow
more sharply than in other major areas, impacting the retail, food service and hospitality sectors. The Midwest also
has a high concentration of jobs in the corporate headquarters of multinational firms—particularly in lllinois, Ohio and
Minnesota. Using the 2001 recession as a guide, there is a real chance that the upcoming downturn will be
characterized by corporate layoffs. If such a scenario unfolds (it's certainly not guaranteed), the Midwest's job losses
and GDP declines could be larger than currently expected.

Midwest Actual Forecast
2022 2023
2021 2022 2023 2024
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gross Domestic Product (YoY % Chg.) 3.2 1.1 1.5 0.3 -0.5 -0.4 -0.3 -0.2 5.7 1.5 -0.3 1.0
Nominal Personal Consumption (YoY % Chg.) 10.7 9.0 7.3 6.0 53 4.5 4.6 41 1.9 8.3 4.6 4.5
Consumer Confidence Index 104.3 99.3 99.7 107.0 104.6 98.6 93.7 97.1 m.6 102.6 98.5 108.4
Employment (YoY % Chg.) 3.1 29 2.6 25 1.0 -0.1 -0.9 -1.3 2.6 2.8 -0.3 0.5

Forecast as of: October 18, 2022

Sources: Visa Business and Economic Insights analysis of data from the U.S. Department of Commerce, U.S. Department of

Labor and The Conference Board.



Visa Business and Economic Insights | November 2022 | o &
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Fig. 8: Real gross domestic product (GDP) Fig. 9: Nominal personal consumption expenditures
By region (SA*, YoY percent change) By region (SA*, YoY percent change)
Last forecast: October 18, 2022 Last forecast: October 18, 2022
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Tech wreck 2.0?

Through the second quarter of 2022, the West's economy was still on a tear. The Pacific Division (Alaska, California,
Hawaii, Oregon, Washington) led the nationin job creation and NPCE growth, driven by the ongoing recoveriesin
Californiaand Oregon. These are big states with lots of jobs, and they have yet to return to pre-pandemic
employmentlevels, giving them a tailwind (employment recoveries typically move faster than expansions) that kept
regionwide results in an impressive range. Despite higher gas prices, consumer confidence in the West is above the
national average. Optimistic consumers typically spend more than their pessimistic neighbors, and this region’s
sunny disposition appears to have contributed to elevated rates of consumer spending growth.

Going forward, the good times are likely to reverse course. If a recession occurs, it will most likely commence in the
first quarter of next year. The West is likely to suffer a sharper decline and endure a more prolonged recovery than
otherregions. The main culprit will be California, which relies on cyclical industries and is not positioned well for this
particular downturn. Even through California has a large, diversified economy, its fate still largely rests with the Bay
Area tech sector. Technology firms have generated a huge number of jobs in recent years, and these jobs typically
pay high wages that provide a major boost to local consumer spending. As a result, each new Bay Areatechjob is
estimated to create an additional 4.4 jobs across other industries, according to the Bay Area Council Economic
Institute. The oppositeis true in a downturn, where tech layoffs lead to the destruction of large numbers of other
jobs. Some technology companies depend on investment capital and cheap loans to pay their employees, and as
investors pull back and interest rates rise, a Bay Area economic reckoning seems more likely by the day.

West Actual Forecast
2022 2023
2021 2022 2023 2024
Q1 Q2 Q3 Q4 Q1 Q2 Q3 Q4
Gross Domestic Product (YoY % Chg.) 3.1 1.0 1.9 0.4 0.6 0.3 -1.6 -1.3 7.1 1.6 -0.5 1.2
Nominal Personal Consumption (YoY % Chg.) 10.9 9.5 8.5 7.3 6.1 4.5 4.2 4.2 13.2 9.1 4.7 4.6
Consumer Confidence Index 113.8 103.7 1021 105.5 1031 96.6 92.8 96.5 113.6 106.3 97.2 107.6
Employment (YoY % Chg.) 6.1 4.9 4.0 3.4 1.2 -0.2 -1.3 -1.4 3.7 4.6 -0.4 0.9

Forecast as of: October 18, 2022
Sources: Visa Business and Economic Insights analysis of data from the U.S. Department of Commerce, U.S. Department of
Labor and The Conference Board, and the Bay Area Council Economic Institute.
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Fig. 1: Bar chart showingjob growth in selected industries during the 2001 recession. Employment declined by 7
percentin manufacturing, 5 percentin information, and 4 percentin professional and business services.
Employmentincreased by 2 percent in government, 2 percent in other services, and 3 percentin education and
health services.

Fig. 2: Bar chart showing the Northeast's year-over-year (YoY) Gross Domestic Product (GDP) growth ranging
from a high of 4.7 percentin Q1-2022 to a low of -0.2 percentin Q3-2023. The bar chartis combined with aline
chart showing national YoY GDP growth ranging from a high of 3.7 percent in Q1-2022 to low of 0.0 percentin
Q3-2023. YoY growth is expected to be 2.0 percentin Q3-2022 and 0.5 percentin Q4-2022 for the Northeast,
beforereaching -0.2in Q3-2023 and then increasing to 1.5 percent by Q4-2024. National growth is expected to
be 1.8 percentin Q3-2022 and 0.2 percent in Q4-2022 before reaching a low of 0.0 percentin Q3-2023 and then
increasing to 2.0 percent by Q4-2024.

Fig. 3: Bar chart showing the Northeast’s year-over-year (YoY) Nominal Personal Consumption Expenditure
(NPCE) growth ranging from a high of 10.8 percent in Q1-2022 to a low of 3.9 percentin Q4-2023. The bar chart
iscombined with a line chart showing national YoY NPCE growth ranging from a high of 11.5 percentin Q1-2022
toalow of 3.5 percentin Q4-2023. YoY growth is expected to be 7.3 percentin Q3-2022 and 6.4 percent in Q4-
2022 for the Northeast before declining to 3.9 percent in Q4-2023 and thenrising to 4.5 percent by Q4-2024.
National growth is expected to be 8.2 percentin Q3-2022 and 7.2 percent in Q4-2022 before decliningto 3.5
percentin Q4-2023 and risingto 4.1 percent by Q4-2024.

Fig. 4: Bar chart showing the South’s year-over-year (YoY) Gross Domestic Product (GDP) growth ranging from
a high of 3.6 percentin Q1-2022 to alow of 0.2 percent in Q3-2023. The bar chart is combined with a line chart
showing national YoY GDP growth ranging from a high of 3.7 percentin Q1-2022 to low of 0.0 percent in Q3-
2023.YoY growthis expected to be 2.0 percentin Q3-2022 and 0.6 percentin Q4-2022 for the South, before
fallingto 0.2in Q3-2023 and thenincreasing to 2.1 percent by Q4-2024. National growth is expected to be 1.8
percentin Q3-2022 and 0.2 percentin Q4-2022 before reaching a low of 0.0 percentin Q3-2023 and then
increasingto 2.0 percent by Q4-2024.

Fig. 5: Bar chart showing the South’s year-over-year (YoY) Nominal Personal Consumption Expenditure (NPCE)
growth ranging from a high of 10.4 percentin Q1-2022 to a low of 4.1 percent in Q4-2023. The bar chartis
combined with a line chart showing national YoY NPCE growth ranging from a high of 11.5 percent in Q1-2022 to
alow of 3.5 percentin Q4-2023. YoY growthis expected to be 7.2 percentin Q3-2022 and 6.0 percent in Q4-
2022 for the South before decliningto 4.1 percent in Q4-2023 and thenrising to 4.9 percent by Q4-2024.
National growth is expected to be 8.2 percentin Q3-2022 and 7.2 percent in Q4-2022 before declining to 3.5
percentin Q4-2023 andrisingto 4.1 percent by Q4-2024.

Fig. 6: Bar chart showing the Midwest's year-over-year (YoY) Gross Domestic Product (GDP) growth ranging
from a high of 3.3 percentin Q1-2022 to alow of -0.5 percent in Q1-2023. The bar chartis combined with aline
chart showing national YoY GDP growth ranging from a high of 3.7 percent in Q1-2022 to low of 0.0 percentin
Q3-2023. YoY growth is expected to be 1.5 percent in Q3-2022 and 0.4 percent in Q4-2022 for the Midwest,
beforefallingto -0.5in Q3-2023 and thenincreasing to 1.3 percent by Q4-2024. National growth is expected to
be 1.8 percentin Q3-2022 and 0.2 percent in Q4-2022 before reaching alow of 0.0 percentin Q3-2023 and then
increasingto 2.0 percent by Q4-2024.
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Fig. 7: Bar chart showing the Midwest's year-over-year (YoY) Nominal Personal Consumption Expenditure
(NPCE) growth ranging from a high of10.7 percentin Q1-2022 to a low of 4.1 percentin Q4-2023. The bar chart is
combined with a line chart showing national YoY NPCE growth ranging from a high of 11.5 percent in Q1-2022 to
alow of 3.5 percentin Q4-2023. YoY growth is expected to be 7.3 percent in Q3-2022 and 6.0 percentin Q4-
2022 for the Midwest before declining to 4.1 percentin Q4-2023 and thenrising to 4.7 percent by Q4-2024.
National growth is expected to be 8.2 percentin Q3-2022 and 7.2 percent in Q4-2022 before decliningto 3.5
percentin Q4-2023 andrising to 4.1 percent by Q4-2024.

Fig. 8: Bar chart showing the West's year-over-year (YoY) Gross Domestic Product (GDP) growth ranging from a
high of 3.1percentin Q1-2022 to a low of -1.6 percentin Q3-2023. The bar chart is combined with a line chart
showing national YoY GDP growth ranging from a high of 3.7 percentin Q1-2022 to low of 0.0 percent in Q3-
2023.YoY growthis expected to be 1.9 percent in Q3-2022 and 0.4 percent in Q4-2022 for the West, before
fallingto -1.6 in Q3-2023 and then increasing to 1.6 percent by Q4-2024. National growth is expected to be 1.8
percentin Q3-2022 and 0.2 percentin Q4-2022 before reaching alow of 0.0 percentin Q3-2023 and then
increasing to 2.0 percent by Q4-2024.

Fig. 9: Bar chart showing the West's year-over-year (YoY) Nominal Personal Consumption Expenditure (NPCE)
growth ranging from a high of 10.9 percentin Q1-2022 to alow of 4.2 percentin Q3-2023. The bar chartis
combined with a line chart showing national YoY NPCE growth ranging from a high of 11.5 percent in Q1-2022 to
alow of 3.5 percentin Q4-2023. YoY growth is expected to be 8.5 percentin Q3-2022 and 7.3 percent in Q4-
2022 for the West before declining to 4.2 percentin Q3-2023 and thenrising to 4.6 percent by Q4-2024.
National growth is expected to be 8.2 percentin Q3-2022 and 7.2 percent in Q4-2022 before decliningto 3.5
percentin Q4-2023 andrisingto 4.1 percent by Q4-2024.
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Forward Looking Statements

This report may contain forward-looking statements within the meaning of the U.S. Private Securities Litigation
Reform Act of 1995. These statements are generally identified by words such as “outlook”, “forecast”, “projected”,
“could”, "expects”, "will” and other similar expressions. Examples of such forward-looking statements include, but
are not limited to, statement we make about Visa's business, economic outlooks, population expansion and
analyses. All statements other than statements of historical fact could be forward-looking statements, which speak
only as of the date they are made, are not guarantees of future performance and are subject to certain risks,
uncertainties and other factors, many of which are beyond our control and are difficult to predict. We describe risks
and uncertainties that could cause actual results to differ materially from those expressed in, orimplied by, any of
these forward-looking statements in our filings with the SEC. Expect as required by law, we do not intend to update
or revise any forward-looking statements as a result of new information, future events or otherwise

Disclaimer

Case studies, comparisons, statistics, research and recommendations are provided “AS IS" and intended for
informational purposes only and should not be relied upon for operational, marketing, legal, technical, tax, financial
or other advice. Visa Inc. neither makes any warranty or representation as to the completeness or accuracy of the
information within this document, nor assumes any liability or responsibility that may result from reliance on such
information. The Information contained herein is not intended as investment or legal advice, and readers are
encouraged to seek the advice of a competent professional where such adviceis required.
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