WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks tumbled on Friday and
ended the week sharply lower as
investors continued to worry that
tight monetary policy will push the
U.S. economy into recession. The
Dow Jones Industrial Average fell
4.0%, the S&P 500 decreased
4.6%, and the NASDAQ dropped
5.1% for the week. Last week was
a light week for economic reports.

ECONOMIC RELEASES

Initial unemployment claims for the
week ending September 17 in-
creased 5,000 to 213,000. Housing
starts climbed 12.2% while building
permits—a forward looking met-
ric—were down 10.0% last month.
On a year-over-year basis, starts
slipped 0.1% and building permits
were 14.4% lower. In more housing
news, existing home sales, which

Number Consensus

are counted when contracts close,
decreased 0.4% last month and
were 19.9% below their August
2021 level. On a year-over-year ba-
sis, the median existing home sales
price climbed 7.7%, however. The
Conference Board’s August Lead-
ing Economic Index eased 0.3% in
August and has declined for six
straight months.

Last Week: Indicator Reported Expectation* Comment

NAHB Housing Market Index (Sep — Mo 10:00) 46 48 9™ straight monthly decline

Housing Starts (Aug — Tu 8:30) 1,575 TUAR 1,448 TUAR Single-family starts rose 3.4%

Building Permits (Aug — Tu 8:30) 1,517 TUAR 1,610 TUAR -10.0% from July

Existing Home Sales (Aug — We 10:00) 4.80 MUAR 4.70 MUAR -19.9% from August 2021

FOMC Rate Decision (Sep — We 2:00) 3.0%-3.25% 3.0%-3.25% Fed remains committed to 2% inflation target
Initial Claims (9/17 — Th 8:30) 213 K 220 K 4-week moving average fell 6,000 to 216,750
Continuing Claims (9/10 — Th 8:30) 1,379 K NA

Leading Economic Index (Aug — Th 10:00) -0.3% -0.1% -2.7% over six-month period starting in February

Upcoming Week: Indicator

Consensus

Expectation* Last Period

Comment

Durable Orders (Aug — Tu 8:30) -0.1% +0.0%
Durable Orders ex-transportation (Aug — Th 8 :30) +0.3% +0.3%
New Home Sales (Aug — Tu 10:00) 500 TUAR 511 TUAR
Pending Home Sales (Aug — We 10 :00) -0.5% -1.0%
Real Gross Domestic Product (Qtr 3 = Th 8 :30) -0.6% -0.6% Third estimate
Chain Deflator (Qtr 3—Th 8 :30) +8.9% +8.9% Third estimate
Initial Claims (9/24 — Th 8:30) 213 K 213 K
Continuing Claims (9/17 — Th 8:30) NA 1,379 K Not available
Personal Income (Aug - Fr 8 :30) +0.3% +0.2%
Personal Spending (Aug — Fr 8:30) +0.2% +0.1%
PCE Prices — Core (Aug — Fr 8 :30) +0.4% +0.1%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

Housing starts increased
more than expected while
building permits—a forward-
looking metric—declined
last month. HOUSING
STARTS climbed 12.2% in
August to 1,575 thousands
of units at an annualized
rate (TUAR). The August
rate is, however, 0.1% be-
low the August 2021 rate of
1,576 TUAR. Starts to build
single-family  homes in-
creased 3.4% and starts to
build units in buildings with
at least five units jumped
28.6%. By region, total
starts advanced 19.3% in
the Midwest, 24.5% in the
South, and 1.1% in the West
while falling 17.3% in the
Northeast. New BUILDING
PERMITS tumbled 10.0% to
1,517 TUAR and are 14.4%
below the August 2021 rate
of 1,772 TUAR. Permits for
units in buildings with five
units or more declined
18.5% in August and per-
mits to build single-family
homes decreased 3.5%.

Sales of existing homes de-
clined less than expected in
August while the median
sales price of an existing
home climbed at a healthy
pace. EXISTING HOME
SALES, which are counted
when contracts are closed,
decreased 0.4% to 4.80 mil-
lion units at an annualized
rate (MUAR) from 4.81
MUAR in July. From July
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2021, sales were down
19.9%. First-time buyers
purchased 29% of all exist-
ing homes sold last month,
unchanged from July. All-
cash sales represented 24%
of sales in August. Dis-
tressed sales accounted for
approximately 1% of August
sales, little changed from
July. The median sales price
climbed 7.7% from August
2021 to $389,500. At the
current sales pace, it would
take 3.2 months to sell the
1.28 million existing homes
for sale. Sales decreased
3.3% in the Midwest while
rising 1.5% in the Northeast
and 1.1% in the West; sales
were unchanged in the
South.

First-time jobless claims in-
creased last week. INITIAL
UNEMPLOYMENT CLAIMS
rose 5,000 to 218,000 for
the week ending September
17. The four-week moving
average declined 6,000 to
216,750. CONTINUED
BENEFITS decreased
22,000 to 1.379 million for
the week ending September
10. The four-week moving
average, a better measure
of underlying trends, de-
clined 8,250 to 1,404,750.
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Fed Speeches

The Federal Open Market Com-
mittee (FOMC) met last week
and raised the target range for
the federal funds rate to 3.0% to
3.25%. The FOMC statement
noted that inflation remains high
“because of supply and demand
imbalances related to the pan-
demic, higher food and energy
prices, and broader price pres-
sures” but that “job gains have
been robust in recent months,
and the unemployment rate has

weighing on global eco-
nomic activity. The Com-
mittee is highly attentive to
inflation risks.

The Committee went on to say
that it is prepared to continue in-
creasing the target range for the
federal funds rate as it tries to
control inflation.

The Committee seeks to
achieve maximum employ-

Financial Markets

U.S. stocks closed sharply lower last week with the Dow
Jones Industrial Average falling 4.0%, the S&P 500 de-
creasing 4.6%, and the NASDAQ declining 5.1%. Treasury
yields were higher across the curve with the 10-year yield
rising 24 basis points (bps) to 3.69% and the 30-year yield
increasing 9 bps to 3.61%. Oil prices decreased 7.1% and
ended the week at $79.09 per barrel. The U.S. dollar edged
up 0.3% against the Japanese yen and the euro decreased
3.2% against the greenback last week.
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Interest Rate Forecast*

The Federal Open Market
Committee (FOMC) raised the
federal funds rate target to
3.0% to 3.25% at the Fed’s
September policy meeting. In

Inflation remains elevated, re-
flecting supply and demand im-
balances related to the pan-
demic, higher food and energy
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prices, and broader price pres-
sures.” The statement went on
to say that the Committee “an-
ticipates that ongoing

increases in the target range

will be appropriate.”

the statement released follow- Prime
'F"S.\t,'?g f:%%ggi;ﬁﬁggéﬁg 37 Qtr 22 5.28 2.13 2.08 3.02 3.12 2.84 3.09 5.20
point to modest growth in 4" Qtr 6.50 3.38 3.38 3.90 3.88 3.69 3.75 5.53
spending and production. Job 1% Qtr 23 7.50 4.38 4.41 4.56 4.65 4.58 4.65 6.11
gains have been robust in re- 2 Qtr 7.50 4.38 4.41 4.41 451 4.55 458  6.01
cent months and the unemploy-  ~ gu gy 750  4.38 4.41 432 4.38 4.42 445 594
ment rate has remained low.
*Forecast as of August 29, 2022
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
9/23/2022 9/16/2022 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 6.25 5.50 75 75 150
LIBOR Index Base Rate (1Month) 3.08 2.99 9 64 144
Fed Funds (Wed close) 3.08 2.33 75 75 150
TREASURIES (BE) (Changes in BPs)
3 Months 3.24 3.20 35 151
6 Months 3.85 3.77 8 59 134
1 Year 4.12 3.96 16 76 129
2 Years 4.20 3.85 35 83 116
5 Years 3.96 3.62 34 76 78
10 Years 3.69 3.45 24 65 56
30 Years 3.61 3.52 9 40 35
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.90 2.51 39 64 92
5-Year Muni 2.96 2.56 40 36 64
10-Year Muni 3.10 2.86 24 50 29
30-Year Muni 3.83 3.66 17 53 52
30-Year Conventional Mortgage 6.29 6.02 27 74 48
MARKET INDICATORS (Changes in %)
DJIA 29,590.41 30,822.42 (4.0) (8.3) (6.1)
S&P 500 3,693.23 3,873.33 (4.6) (9.0) (5.6)
NASDAQ 10,867.93 11,448.40 (5.1) (10.5) (6.4)
CRB Futures 288.13 299.11 (3.7) (10.0) (9.5)
Oil (WTI Crude) 79.09 85.11 (7.1) (14.9) (26.5)
Gold 1,652.10 1,683.50 (1.9) (5.6) 9.7)
Yen / Dollar 143.34 142.92 0.3 4.3 6.0
Dollar / Euro 0.97 1.00 (3.2) (2.8) (8.2)
The information in this newsletter is obtained from sources we believe to be reliable. We cannot, however, guarantee its accuracy and
[ @ completeness. Furthermore, the opinions in this report constitute our present judgment, which is subject to change without notice.
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