WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday lower and
two of the three major indices finished
in the red for the week. The Dow Jones
Industrial Average inched down 0.1%,
the S&P 500 decreased 0.3%, and the
NASDAQ rose 0.6% for the week. Last
week was a busy week for economic
reports. The Consumer Price Index in-
creased 0.5% in January and was up
6.4% from a year earlier. Core CPI,
which excludes food and energy, rose

ECONOMIC RELEASES

0.4% in January and was up 5.6% from
January 2022. The Producer Price In-
dex climbed 0.7% in January and was
up 6.0% from a year earlier. Core PPI,
which excludes food and energy, rose
0.5% in January and was up 5.4% from
January 2022. Retail sales jumped
3.0% in January and retail sales ex-
cluding automobiles increased 2.3%.
Industrial production was unchanged
in January and capacity utilization

(78.3%) fell as industrial output contin-
ued its general decline over the past
six months. Housing starts (-4.5%) de-
clined for the fourth straight month and
building permits (+0.1%) underper-
formed in January. Initial unemploy-
ment claims for the week ending Feb-
ruary 11 decreased 1,000 to 194,000.
Continuing jobless claims for the week
ending February 4 rose 16,000 to
1,696,000.

Last Week: Indicator ggg]obrteéd Egggg&?;:)sn* Comment
Consumer Price Index (Jan — Tu 8:30) +0.5% +0.5% Up 6.4% year-over-year
Core Consumer Price Index (Jan — Tu 8:30) +0.4% +0.4% Up 5.6% year-over-year
Retail Sales (Jan — We 8:30) +3.0% +1.7%
Industrial Production (Jan — We 9:15) +0.0% +0.5%
Capacity Utilization (Jan — We 9:15) 78.3% 79.1%
Business Inventories (Dec — We 10:00) +0.3% +0.3%
NAHB Housing Market Index (Feb — We 10:00) 42 37
Housing Starts (Jan — Th 8:30) 1,309 TUAR 1,355 TUAR 4™ straight month of decline
Building Permits (Jan — Th 8:30) 1,339 TUAR 1,350 TUAR
Producer Price Index (Jan — Th 8:30) +0.7% +0.4% Up 6.0% year-over-year
Core PPI (Jan — Th 8:30) +0.5% +0.3% Up 5.4% year-over-year
Initial Claims (2/11 — Th 8:30) 194 K 203 K Claims below 200 K indicate tight labor market
Continuing Claims (2/4 — Th 8:30) 1,696 K NA
Import Prices (Jan - Fr 8:30) -0.2% NA
Export Prices (Jan — Fr 8:30) +0.8% NA
Upcoming Week: Indicator gsggs;?ﬂ)sn* Last Period Comment
Existing Home Sales (Jan — Tu 10:00) 4.12 MUAR 4.02 MUAR
Initial Claims (2/18 — Th 8:30) 200 K 194 K
Continuing Claims (2/11 — Th 8:30) NA 1,696 K Not available
GDP - Second Estimate (Q4 — Th 8:30) +2.9% +3.5%
Personal Income (Jan — Fr 8:30) +0.9% +0.2%
Personal Spending (Jan — Fr 8:30) +1.3% -0.2%
PCE Prices (Jan — Fr 8:30) +0.4% +0.1%
PCE Prices — Core (Jan - Fr 8:30) +0.4% +0.3%
New Home Sales (Jan — Fr 10:00) 620 TUAR 616 TUAR
U. Michigan Consumer Sentiment (Feb — Fr 10:00) 66.6 66.4
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The CONSUMER PRICE
INDEX (CPI) increased
0.5% in January and core
consumer prices rose 0.4%.
Consumer food  prices
climbed 0.5% while con-
sumer energy prices were
up 2.0%. The energy index
is now up 8.7% year-over-

year. The food index is
10.1% higher on a year-
over-year basis. Overall

consumer prices rose 6.4%
from January 2022, com-
pared with a 5.6% increase
for core consumer prices.
Those are the smallest 12-
month increases since Oc-
tober 2021 and December
2021, respectively. While
the recent CPI reports have
shown deceleration from
“peak inflation”, inflation
rates have not declined
enough to indicate that the
Fed will cease rate hikes an-
ytime soon.

The PRODUCER PRICE
INDEX (PPI) for final de-
mand increased 0.7% in
January following an up-
wardly revised 0.2% decline
in December, while the core
PPI for final demand rose
0.5% after an upwardly re-
vised climb of 0.3% in De-
cember. From a year earlier,
the index for final demand
jumped 6.0% compared with
6.2% in December. The
core measure was up 5.4%,
compared with 5.8% in De-
cember. The PPl report
demonstrates that current
inflation levels are still very
high at the producer level
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and suggests inflation pres-
sures may continue to en-
dure at higher levels for
longer than expected. Con-
sumers and producers alike
will continue to look to the
Federal Reserve to control
inflation and for inflation to
continue slowing.

Sales at U.S. retailers in-
creased in January. RETAIL
SALES (seasonally ad-
justed) rose 3.0% last month
after declining an unrevised
1.1% in December. Retalil
sales (excluding automo-
biles) climbed 2.3% after an
upwardly revised decrease
of 0.9% in December. Motor
vehicle and parts dealers’
sales jumped 5.9% and fur-
niture and home furnishing
store sales increased 4.4%
after a 1.6% drop in Decem-
ber. General merchandise
sales rebounded with a
3.2% gain, led by a 17.5%
rise in department store
sales. Despite ongoing infla-
tion concerns, consumers
spent freely on goods in
January, with every sales
category demonstrating a
month-over-month in-
crease.
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Fed Speeches

James Bullard, President and
CEO of the Federal Reserve
Bank of St. Louis, gave a
presentation entitled “Disinfla-
tion: Progress and Prospects”
last week at a meeting of the
Greater Jackson Chamberin
Jackson, Tennessee. President
Bullard shared his thoughts on
recent real GDP growth:

Real GDP growth now ap-
pears to have been
stronger in the second half
of 2022 than previously
thought after puzzling read-
ings in the first half of 2022.
Perhaps the best interpre-
tation is that real GDP
growth is slowing to be in a
neighborhood of the poten-
tial growth rate of about 2%
on a year-on-year basis af-

President Bullard went on to
discuss the impact of GDP and
employment growth on potential
disinflation in 2023:

A natural forecast is that
the pace of quarterly real
GDP growth will now mod-
erate and unemployment
will rise to return to its
longer-run natural level.
Continued policy rate in-
creases can help lock in a
disinflationary trend during
2023, even with ongoing
growth and strong labor
markets, by keeping infla-
tion expectations low.
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Financial Markets

U.S. stocks finished mixed last week as the Dow Jones In-
dustrial Average inched down 0.1% and the S&P 500 de-
creased 0.3% while the NASDAQ rose 0.6%. Treasury
yields were higher across the curve with the 10-year yield
jumping 8 basis points (bps) to 3.82% and the 30-year yield
increasing 5 bps to 3.88%. Oil prices fell 4.4% and ended
the week at $76.32 per barrel. The U.S. dollar rose 2.1%
against the Japanese yen while the euro advanced 0.2%
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
4.50% to 4.75% 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.”

February policy meeting. In the
statement released following
the February meeting, the

Prime

FOMC said, “Recent indicators 1*tQtr 23 7.67 453 4.48 4.91 4.46 3.91 4.10 6.68
point to modest growth in 2" Qtr 8.17 5.04 4.98 5.24 4.84 4.51 4.58 6.87
spending and production. Job 34 Qtr 8.25 5.13 5.06 5.18 4.98 4.82 4.81 6.75
gains have been robust in re- 4" Qtr 8.25 5.13 5.06 4.96 5.13 5.06 516  6.69
centmonths and the unemploy- 4124 go5 513 5.06 4.93 5.13 5.19 523 679
ment rate has remained low.
*Forecast as of January 30, 2023
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
2/17/2023 2/10/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 7.75 7.75 0 25 75
LIBOR Index Base Rate (1Month) 4.60 4.57 3 10 66
Fed Funds (Wed close) 4,58 4.58 0 25 75
TREASURIES (BE) (Changes in BPs)
3 Months 4.84 4.79 5 13 52
6 Months 4.99 4.89 10 20 42
1Year 5.00 4.89 11 35 32
2 Years 4.60 4.50 10 51 17
5 Years 4.03 3.93 10 55 10
10 Years 3.82 3.74 8 43 5
30 Years 3.88 3.83 5 31 1)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.78 2.38 40 61 (3)
5-Year Muni 2.54 2.19 35 42 (30)
10-Year Muni 2.56 2.31 25 44 (33)
30-Year Muni 3.59 3.39 20 33 (6)
30-Year Conventional Mortgage 6.32 6.12 20 17 (29)
MARKET INDICATORS (Changes in %)
DJIA 33,826.69 33,869.27 (0.2) 1.4 0.2
S&P 500 4,079.09 4,090.46 (0.3) 2.7 2.9
NASDAQ 11,787.27 11,718.12 0.6 5.8 5.8
CRB Futures 292.10 297.40 (1.8) (3.6) (2.1)
QOil (WTI Crude) 76.32 79.82 (4.4) (4.5) (14.2)
Gold 1,852.00 1,875.00 1.2) (4.0) 5.9
Yen / Dollar 134.18 131.42 2.1 3.5 (4.4)
Dollar / Euro 1.07 1.07 0.2 (1.5) 3.6

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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