WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday higher and all
of the major indices finished in the
green for the week as potential signs of
inflation slowing down from the De-
cember Consumer Price Index report
led to improved confidence amongst
investors. The Dow Jones Industrial
Average rose 2.0%, the S&P 500 in-
creased 2.7%, and the NASDAQ
climbed 4.8% for the week. Last week

ECONOMIC RELEASES

was a light week for economic reports.
Consumer credit increased $27.9 bil-
lion in November and wholesale inven-
tories rose 1.0%. The Consumer Price
Index declined 0.1% last month but
was up 6.5% from a year earlier. Core-
CPI, which excludes food and energy,
was up 0.3% from November and 5.7%
from December 2021. Initial unemploy-
ment claims for the week ending

January 7 decreased 1,000 to
205,000. Continuing job claims for the
week ending December 31 fell 63,000
to 1,634,000. The preliminary reading
for the January University of Michigan
Index of Consumer Sentiment im-
proved to 64.6, reflecting improved
sentiments regarding higher incomes
and easing inflation amongst the
broader U.S. population.

Last Week: Indicator gg;nobrféd Eg;:&gﬁ;* Comment

Consumer Credit (Nov — Mo 3:00) +$27.0 Bil. +$19.0 Bil. Continued strong growth despite rising rates
Wholesale Inventories (Nov — Tu 10:00) +1.0% NA

Consumer Price Index (Dec — Th 8:30) -0.1% +0.1% Up 6.5% on a year-over-year basis

Core Consumer Price Index (Dec — Th 8:30) +0.3% +0.4% Up 5.7% on a year-over-over basis

Initial Claims (1/7 = Th 8:30) 205 K 215K

Continuing Claims (12/31 — Th 8:30) 1,634 K NA

Treasury Budget (Dec — Th 2:00) -$85.0 Bil. NA

Michigan Sentiment (Jan — Fr 10:00) 64.6 59.4

Upcoming Week: Indicator

SIS Last Period

Comment

Expectation*

Producer Price Index (Dec — Tu 8:30) -0.1% +0.3% Up 7.4% on a year-over-year basis
Core PPI (Dec — Tu 8:30) +0.1% +0.4% Up 6.2% on a year-over-year basis
Retail Sales (Dec — We 8:30) -0.8% -0.6%
Industrial Production (Dec — We 9:15) -0.1% -0.2%
Capacity Utilization (Dec — We 9:15) 79.6% 79.7%
Business Inventories (Nov — We 10:00) +0.4% +0.3%
NAHB Housing Market Index (Jan — We 10:00) 31 31
Initial Claims (1/14 — Th 8:30) 212 K 205 K
Continuing Claims (1/7 — Th 8:30) NA 1,634 K Not available
Housing Starts (Dec — Th 8:30) 1,355 TUAR 1,427 TUAR
Building Permits (Dec — Th 8:30) 1,370 TUAR 1,342 TUAR
Existing Home Sales (Dec — Fr 10:00) 3.96 MUAR 4.09 MUAR
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The CONSUMER PRICE
INDEX (CPI) declined 0.1%
in December while core con-
sumer prices rose 0.3%.
Consumer food prices in-
creased 0.3% while con-
sumer energy prices
dropped 4.5%. The energy
index is now up 7.3% year-
over-year. The food index is
10.4% higher on a year-
over-year basis. Overall
consumer prices rose 6.5%
from December 2021, com-
pared with a 5.7% increase
for core consumer prices.
While the slight decrease in
consumer prices last month
supports the “peak inflation”
view, services prices (which
are of high importance to the
Fed) rose 0.6% and are still
up 7.5% year-over-year.

Consumer credit increased
at a healthy pace in Novem-
ber as both revolving and
non-revolving credit rose.
CONSUMER CREDIT OUT-
STANDING expanded
$27.9 billion in September
after climbing an upwardly
revised $29.2 billion in Octo-
ber. At a seasonally ad-
justed annualized rate, con-
sumer credit increased
7.1%. Non-revolving credit
(mainly auto and school
loans) was up $11.5 billion
in  November; revolving
credit (mainly credit cards)
climbed $16.4 billion.
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First-time jobless claims in-
creased last week. INITIAL
UNEMPLOYMENT CLAIMS
declined 1,000 to 205,000
for the week ending January
7. The four-week moving av-
erage of initial claims was
down 1,750 to 212,500.
CONTINUED BENEFITS
decreased 63,000 to
1,634,000 for the week end-
ing December 31. The four-
week moving average, a
better measure of underly-
ing trends, was down 8,750
to 1,679,500.

Wholesale inventories in-
creased in November while
wholesale sales declined.
After rising 0.6% in October,
WHOLESALE INVENTO-
RIES were up 1.0% in No-
vember and climbed 20.9%
on a year-over-year basis.
Durable inventories rose
1.1% in November and non-
durable inventories in-
creased 0.7%. Wholesale
sales decreased 0.6% in
November after being un-
changed in October. The in-
ventory-to-sales ratio, which
measures how long it would
take to clear shelves at the
current sales pace, in-
creased to 1.35 in Novem-
ber.
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Fed Speeches

Tom Barkin, President and
CEO of the Federal Reserve
Bank of Richmond, gave a
speech entitled “2023 Eco-
nomic Outlook” last week to the
Virginia Bankers Association
and Virginia Chamber of Com-
merce in  Richmond, Virginia.
President Barkin shared his
thoughts on inflation and the
Fed’s role in combating it:

Inflation creates uncer-
tainty. As prices rise une-
venly, it becomes unclear
when to spend, when to
save or where to invest. In-
flation is exhausting. It
takes effort to shop around
for better prices or to han-

something about it, who
will?”

President Barkin went on to dis-
cuss the Fed’s plan moving for-
ward:

Inflation is too high, and we will
need to stay on the case until it
is sustainably back to our 2 per-
cent target. We have forecasted
additional rate increases this
year. That said, we have slowed
the pace of those increases. We
moved quickly last year, but
what we were doing was taking
our foot off the gas. Now, with
forward-looking real rates posi-
tive across the curve and there-
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Financial Markets

U.S. stocks finished higher last week with the Dow Jones
Industrial Average rising 2.0%, the S&P 500 increasing
2.7%, and the NASDAQ climbing 4.8%. Treasury yields
were generally lower across the curve with the 10-year
yield falling 12 basis points (bps) to 3.43% and the 30-year
yield decreasing 11 bps to 3.56%. Oil prices climbed 8.4%
and ended the week at $79.92 per barrel. The U.S. dollar
declined 3.2% against the Japanese yen while the euro
rose 1.8% 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
4.25% to 4.50% at the Fed’s

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.”

December policy meeting. In
the statement released follow-
ing the December meeting, the

Prime

FOMC said, “Recent indicators 1 Qtr 23 7.50 4.38 4.26 4.81 4.59 4.24 4.49 6.81
point to modest growth in 2 Qt 7.83 4.71 4.59 4.99 4.81 4.52 475  6.83
spending and production. Job 34 Qtr 8.17 5.04 4.92 5.11 4.90 4.91 4.95 6.80
gains have been robust in re- 4" Qtr 825 513 5.00 4.96 4.97 5.11 521  6.75
centmonths and the unemploy-  jsigrr 24 g5 513 5.00 4.93 5.02 5.06 516  6.65
ment rate has remained low.
*Forecast as of December 30, 2022
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
1/13/2023 1/06/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 7.50 7.50 0 50 125
LIBOR Index Base Rate (1Month) 4.46 4.39 7 12 105
Fed Funds (Wed close) 4.33 4.33 0 50 125
TREASURIES (BE) (Changes in BPs)
3 Months 4.66 4.67 @ 32 87
6 Months 4.76 4.79 3) 6 46
1 Year 4.66 4.71 (5) 1 20
2 Years 4.12 4.24 (12) (11) (35)
5 Years 3.53 3.69 (16) 9) (68)
10 Years 3.43 3.55 (12) 1) (54)
30 Years 3.56 3.67 (11) 8 (41)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.27 2.42 (15) (25) (75)
5-Year Muni 2.23 2.39 (16) (23) (85)
10-Year Muni 2.33 2.50 17 (13) (85)
30-Year Muni 3.32 3.46 (14) (16) (54)
30-Year Conventional Mortgage 6.33 6.48 (15) 2 (59)
MARKET INDICATORS (Changes in %)
DJIA 34,302.61 33,630.61 2.0 4.2 15.8
S&P 500 3,999.09 3,895.08 2.7 3.8 11.6
NASDAQ 11,079.16 10,569.29 4.8 3.5 7.3
CRB Futures 299.86 287.56 4.3 2.0 0.8
QOil (WTI Crude) 79.92 73.75 8.4 12.5 (13.7)
Gold 1,923.20 1,871.00 2.8 6.7 16.6
Yen / Dollar 127.83 132.12 (3.2) (6.5) (14.0)
Dollar / Euro 1.08 1.06 1.8 2.3 11.5
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.
i} cmura p—
Week of January 16, 2023 www.chmura.com © Chmura Economics & Analytics, 2023 4



