WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday lower as all
three major indices finished in the red
for the week. The Dow Jones Industrial
Average dropped 3.0%, the S&P 500
decreased 2.7%, and the NASDAQ fell
3.3% for the week. Last week was a
busy week for economic reports. First
quarter real gross domestic product
(GDP) was revised lower according to
the Commerce Department’s second
estimate. The U.S. economy grew at a
2.7% annual rate last quarter, down 0.2
points from the advance estimate as

ECONOMIC RELEASES

consumer spending growth was re-
vised from a 2.1% annual rate to 1.4%.
Existing home sales decreased 0.7%
in January to a seasonally adjusted an-
nual rate of 4.00 million. New home
sales exceeded expectations in Janu-
ary, with a total of 670,000 units sold at
a seasonally adjusted annual rate. Per-
sonal income increased 0.6% and per-
sonal spending rose 1.8%. The PCE
price index rose 0.6% in January and
the core PCE price index also ad-
vanced 0.6%. From a year earlier the

PCE price index climbed 5.4% com-
pared with a 4.7% increase for the core
PCE price index. On a year-over-year
basis, both the PCE and core PCE
price indexes rose from December
which suggests price pressures may
not be easing yet and the Fed may in-
crease rates for longer than expected.
Initial unemployment claims for the
week ending February 18 decreased
3,000 to 192,000. Continuing jobless
claims for the week ending February
11 declined 37,000 to 1,654,000.

Last Week: Indicator gz;nobri;d E)?g:(?tr:a?:)sn* Comment

Existing Home Sales (Jan — Tu 10:00) 4.00 MUAR 4.12 MUAR Down 36.9% year-over-year
Initial Claims (2/18 — Th 8:30) 192 K 200 K

Continuing Claims (2/11 — Th 8:30) 1,654 K NA

GDP - Second Estimate (Q4 — Th 8:30) +2.7% +2.9%

Personal Income (Jan — Fr 8:30) +0.6% +0.9%

Personal Spending (Jan — Fr 8:30) +1.8% +1.3% Real personal spending up 1.1%
PCE Prices (Jan - Fr 8:30) +0.6% +0.4% Up 5.4% year-over-year
PCE Prices — Core (Jan - Fr 8:30) +0.6% +0.4% Up 4.7% year-over-year
New Home Sales (Jan — Fr 10:00) 670 TUAR 620 TUAR

U. Michigan Consumer Sentiment (Feb — Fr 10:00) 67.0 66.6

Upcoming Week: Indicator E)?S:(?Sa?ﬁ)sn* Last Period Comment

Durable Orders (Jan — Mo 8:30) -3.9% +5.6%

Pending Home Sales (Jan — Mo 10:00) +1.0% +2.5%

FHFA Housing Price Index (Dec — Tu 9:00) NA -0.1% Not available

Consumer Confidence (Feb — Tu 10:00) 108.4 107.1

ISM Manufacturing Index (Feb — We 10:00) 47.8% 47.4%

Construction Spending (Jan — We 10:00) +0.3% -0.4%

Initial Claims (2/25 — Th 8:30) 197 K 192 K

Continuing Claims (2/18 — Th 8:30) NA 1,654 K Not available

*Sources: www.briefing.com and www.federalreserve.gov

H!H! CHMURA

Week of February 27, 2023 www.chmura.com © Chmura Economics & Analytics, 2023 1



WEEKLY ECONOMIC UPDATE

Economic Review

Sales of existing homes de-
clined more than expected in
January 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 0.7% to 4.00 mil-
lion units at an annualized
rate (MUAR) from 4.03 MUAR
in December. From January
2022, sales were down
36.9%. First-time buyers pur-
chased 31% of all existing
homes sold last month, un-
changed from December. All-
cash sales represented 29%
of sales in January. The me-
dian sales price climbed 1.3%

from January 2022 to
$359,000. At the current sales
pace, it would take 2.9

months to sell the 0.98 million
existing homes for sale. Sales
decreased 5.0% in the Mid-
west and 3.8% in the North-
east while rising 1.1% in the
South and 2.9% in the West.

PERSONAL INCOME in-
creased 0.6% in January and
PERSONAL SPENDING
jumped 1.8%. The PCE
PRICE INDEX climbed 0.6%
and the core PCE price index
(which excludes food and en-
ergy) also rose 0.6%. On a
year-over-year basis, the
overall PCE price index was
5.4% higher and the core
measure was up 4.7%. Real
personal spending was up
1.1% from December. Wages
and salaries increased 0.9%,
after a 0.3% gain in Decem-
ber. Rental income advanced
1.5% from December and the
personal savings rate as a
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percentage of disposable in-
come rose to 4.7% following a
rate of 4.5% in December.

NEW HOME SALES, which
are counted at contract sign-
ing, rose 7.2% in January to
670,000 units sold at a sea-
sonally adjusted annual rate.
The January results are down
19.4% from last January’s
rate. The median sales price
for a new home in January
was $425,500 and the aver-
age sales price was
$474,400. At the January
rate, there was a supply of 7.9
months of new homes for
sale. This is up from 5.7
months in January 2022,
which is a rate more closely
associated with a balanced
housing market. The North-
east region saw a 19.4% de-
crease in new home sales
from December and sales fell
6.9% in the Midwest; new
home sales climbed 17.1% in
the South while dropping
7.3% in the West. The recent
increase in mortgage rates
over the past several months
has impeded demand for
housing, particularly higher-
priced homes, as demon-
strated by a 46.9% year-over-
year decline in the high-priced
West region and declines in
both median and average
selling prices. Supply pres-
sures and affordability will
also likely remain an issue for
new home sales in the
months ahead.

Existing Home Sales
Million of Units, Annualized Rate
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Fed Speeches

Philip Jefferson, a Governor on
the Federal Reserve Board of
Governors, gave a speech enti-
tled “Managing Disinflations”
last week at U.S. Monetary Pol-
icy Forumin New York, New
York.  Governor  Jefferson
shared his thoughts on a recent
paper regarding disinflation in
the United States:

Taken at face value, the
model as all

situation differs from past expe-
riences with disinflation:

First, the pandemic created
unprecedented disruptions
to global supply chains.
Second, the pandemic is
having a long-lasting effect
on labor force participation
rates. Third, the credibility
of the central bank is higher

Financial Markets

U.S. stocks finished lower last week as the Dow Jones In-
dustrial Average dropped 3.0%, the S&P 500 decreased
2.7%, and the NASDAQ fell 3.3%. Treasury yields were
higher across the curve with the 10-year yield jumping 13
basis points (bps) to 3.95% and the 30-year yield increas-
ing 5 bps to 3.93%. Oil prices rose 0.4% and ended the
week at $76.59 per barrel. The U.S. dollar advanced 1.7%
against the Japanese yen and the euro declined 1.4%
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
February policy meeting. In the

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

will be appropriate.”

increases in the target range

statement released following Prime
E'SMC';: it;rig‘:"% e gﬁﬁﬁﬂ&atﬁg 1 Qtr 23 7.66 4,51 4.48 4.88 4.37 3.67 3.82 6.28
point to modest growth in 2" Qtr 8.17 5.04 5.02 5.22 4.77 4.13 434 653
spending and production. Job 34 Qtr 8.25 5.13 5.11 5.15 4.91 4.45 4.65 6.65
gains have been robust in re- 4" Qtr 825 513 5.11 5.02 5.06 4.75 495 662
centmonths and the unemploy-  jsigrr 24 g5 513 5.11 5.00 5.06 5.06 515  6.62
ment rate has remained low.
*Forecast as of February 24, 2023
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
2/24/2023 2/17/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 7.75 7.75 0 25 75
LIBOR Index Base Rate (1Month) 4.62 4.60 2 7 59
Fed Funds (Wed close) 4.58 4.58 0 25 75
TREASURIES (BE) (Changes in BPs)
3 Months 4.86 4.84 2 15 46
6 Months 5.06 4.99 7 27 39
1 Year 5.05 5.00 5 37 30
2 Years 4.78 4.60 18 61 32
5 Years 4.19 4.03 16 61 31
10 Years 3.95 3.82 13 46 24
30 Years 3.93 3.88 5 31 19
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.95 2.78 17 78 25
5-Year Muni 2.64 2.54 10 52 (11)
10-Year Muni 2.63 2.56 7 51 (22)
30-Year Muni 3.66 3.59 7 37 3
30-Year Conventional Mortgage 6.50 6.32 18 37 (8)
MARKET INDICATORS (Changes in %)
DJIA 32,816.92 33,826.69 (3.0) (3.4) (4.5)
S&P 500 3,970.04 4,079.09 (2.7) (2.5) (1.4)
NASDAQ 11,394.94 11,787.27 (3.3) (2.0) 1.5
CRB Futures 291.91 292.10 (0.1) (3.4) (1.1)
QOil (WTI Crude) 76.59 76.32 0.4 (5.8) 4.7)
Gold 1,818.00 1,852.00 (1.8) (6.5) 2.8
Yen / Dollar 136.42 134.18 1.7 5.1 (2.0)
Dollar / Euro 1.05 1.07 (1.4) (3.0) 15
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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