WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday lower as all
three major indices finished signifi-
cantly in the red for the week after
Chair Powell’s congressional testi-
mony and a stronger-than-expected
employment report took a toll on the
market. The Dow Jones Industrial Av-
erage fell 4.4%, the S&P 500 de-
creased 4.5%, and the NASDAQ
dropped 4.7% for the week. Investors
were also spooked on Friday by the
collapse of Silicon Valley Bank, a
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Last Week: Indicator

prominent lender to tech startups. Last
week was a busy week for economic
reports. Factory orders fell 1.6% in
January and wholesale inventories de-
clined 0.4%. The trade balance wid-
ened in January to a deficit of $68.3 bil-
lion. Job openings declined to 10.8 mil-
lion on the last business day in Janu-
ary. In a separate report, nonfarm pay-
rolls exceeded economists’ expecta-
tions and climbed 311,000 in February
and nonfarm private payrolls rose

Number Consensus

Comment

265,000. Average hourly earnings for
all workers on private nonfarm payrolls
increased 0.2% last month and were
up 4.6% from a year earlier. The unem-
ployment rate rose to 3.6% in January
and the labor force participation rate
improved slightly to 62.5%. Initial un-
employment claims for the week end-
ing March 4 increased 21,000 to
211,000. Continuing jobless claims for
the week ending February 25 rose
69,000 to 1,718,000.

Reported Expectation*

Factory Orders (Jan — Mo 10:00) -1.6% -1.8%

Wholesale Inventories (Jan — Tu 10:00) -0.4% -0.4%

Consumer Credit (Jan — Tu 2:00) +$14.8 Bil. +$22.9 Bil. Pace of credit expansion is moderating
Trade Balance (Jan — We 8:30) -$68.3 Bil. -$69.0 Bil. Both imports and exports increased
JOLTS - Job Openings (Jan — We 10:00) 10.824 Mil. NA

Initial Claims (3/4 — Th 8:30) 211 K 198 K

Continuing Claims (2/25 — Th 8:30) 1,718 K NA

Nonfarm Payrolls (Feb — Fr 8:30) +311 K +205 K ?at{gr;]?kls?ﬁu:i%n may increase likelihood of 50 bps
Nonfarm Private Payrolls (Feb — Fr 8:30) +265 K +203 K

Unemployment Rate (Feb — Fr 8:30) 3.6% 3.4%

Avg. Hourly Earnings (Feb — Fr 8:30) +0.2% +0.3% Up 4.6% year-over-year

Average Workweek (Feb — Fr 8:30) 34.5 34.7

Treasury Budget (Feb — Fr 2:00) -$262.4 Bil. -$38.8 Bil.

Upcoming Week: Indicator

Consensus

Expectation* Last Period

Comment

CPI (Feb — Tu 8:30) +0.4% +0.5%
Core CPI (Feb — Tu 8:30) +0.4% +0.4%
Retail Sales (Feb — We 8:30) +0.2% +3.0%
PPI (Feb — We 8:30) +0.3% +0.7%
Core PPI (Feb — We 8:30) +0.4% +0.5%
Business Inventories (Jan — We 10:00) +0.0% +0.3%
Initial Claims (3/11 - Th 8:30) 215K 211K
Continuing Claims (3/4 — Th 8:30) NA 1,718 K Not available
Housing Starts (Feb — Th 8:30) 1,313 TUAR 1,309 TUAR
Building Permits (Feb — Th 8:30) 1,345 TUAR 1,339 TUAR
Industrial Production (Feb — Fr 9:15) +0.5% +0.0%
Capacity Utilization (Feb — Fr 9:15) 78.5% 78.3%
*Sources: www.briefing.com and www.federalreserve.gov
il cpmura
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Economic Review

Job growth once again ex-
ceeded economists’ expec-
tations in February. NON-
FARM PAYROLLS ad-
vanced 311,000 last month
compared with expectations
for a gain of 205,000 after
rising 504,000 in January.
The education/health sector
added 74,000 jobs last
month and employment in
the leisure/hospitality sector
increased 105,000. NON-
FARM PRIVATE PAY-
ROLLS advanced 265,000.
The AVERAGE WORK-
WEEK decreased slightly to
34.5 hours. AVERAGE
HOURLY EARNINGS for all
employees on private non-
farm payrolls were $33.09,
up 0.2% from the previous
month; over the past 12
months, average hourly
earnings climbed 4.6%.

The U.S. jobless rate was
higher than the previous
month as the labor force
participation rate increased.
The UNEMPLOYMENT
RATE rose to 3.6% in Feb-
ruary and the labor force
participation rate was up 0.1
percentage point to 62.5%.
The number of people un-
employed for 27 weeks or
longer in February made up
17.6% of the unemployed.
The Labor Department's U-
6 rate, which accounts for
people who have stopped
looking for work or cannot
find full-time jobs, increased
0.2 percentage points to
6.8%. The better-than-
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expected February jobs re-
port may cause the Federal
Reserve to reconsider a re-
cent slowdown in rate hikes,
with a 50-basis-point rate
hike appearing more likely
at the March FOMC meet-

ing.

The TRADE BALANCE wid-
ened in January to a deficit
of $68.3 billion from an up-
wardly revised $67.2 billion
in December. January ex-
ports came in at $257.5 bil-
lion and imports were
$325.8 billion. Imports of au-
tomotive vehicles, parts,
and engines rose $3.1 bil-
lion. Imports of capital
goods increased $1.4 bil-
lion. Exports of consumer
goods grew $4.1 billion. The
real U.S. trade deficit was
$101.8 billion in January,
putting it slightly below the
Q4 average of $102.2 bil-
lion. The report suggests a
slight pickup in global eco-
nomic activity and demand
as both exports and imports
increased in comparison to
December.

Nonfarm Employment, in Thousands
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Fed Speeches

Jerome Powell, Chair of the
Federal Reserve Board of Gov-
ernors, gave a speech entitled
“Semiannual Monetary Policy
Report to the Congress” last
week before Committee on
Banking, Housing, and Urban
Affairs, at the U.S. Senate in
Washington, D.C. Chair Powell
shared his thoughts on the
hardships of current high infla-
tion levels:

My colleagues and | are
acutely aware that high infla-
tion is causing significant
hardship, and we are
strongly committed to return-
ing inflation to our 2 percent
goal. Over the past year, we
have taken forceful actions
to tighten the stance of mon-
etary policy. We have cov-
ered a lot of ground, and the
full effects of our tightening
so far are yet to be felt. Even
so, we have more work to do.
Our policy actions are guided
by our dual mandate to pro-
mote maximum employment
and stable prices.

Chair Powell went on to indicate
that the Fed has more interest
rate hikes in store for the near
future:

Although inflation has been
moderating in recent
months, the process of get-
ting inflation back down to 2
percent has a long way to go
and is likely to be bumpy. As
| mentioned, the latest eco-
nomic data have come in
stronger than expected,
which suggests that the ulti-
mate level of interest rates is
likely to be higher than previ-
ously anticipated. If the total-
ity of the data were to indi-
cate that faster tightening is
warranted, we would be pre-
pared to increase the pace of
rate hikes. Restoring price
stability will likely require that
we maintain a restrictive
stance of monetary policy for
some time.

Financial Markets

U.S. stocks finished lower last week as the Dow Jones In-
dustrial Average fell 4.4%, the S&P 500 decreased 4.5%,
and the NASDAQ dropped 4.7%. Treasury yields were
much lower across the long end of the curve with the 10-
year yield dropping 27 basis points (bps) to 3.70% and the
30-year yield decreasing 20 bps to 3.70%. Oil prices fell
4.1% and ended the week at $76.52 per barrel. The U.S.
dollar declined 0.7% against the Japanese yen while the
euro inched up 0.1% against the greenback last week.
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Interest Rate Forecast*

The Federal Open Market Inflation remains elevated, re-  prices, and broader price pres- increases in the target range
Committee (FOMC) raised the flecting supply and demand im-  sures.” The statement went on  will be appropriate.”

federal funds rate target to balances related to the pan- to say that the Committee “an-

4.50% to 4.75% at the Fed’'s  demic, higher food and energy ticipates that ongoing

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

FOMC said. “Recent indicators 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 8.25 5.13 5.11 5.02 5.06 4.75 495  6.62
centmonths andthe unemploy- 1524 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

3/10/2023 3/3/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 7.75 7.75 0 0 75
LIBOR Index Base Rate (1Month) 4.80 4.70 10 23 53
Fed Funds (Wed close) 4.58 4.58 0 0 75
TREASURIES (BE) (Changes in BPs)
3 Months 5.01 4.91 10 22 73
6 Months 5.17 5.18 (1) 28 46
1 Year 4.90 5.03 (13) 1 19
2 Years 4.60 4.86 (26) 10 29
5 Years 3.96 4.26 (30) 3 25
10 Years 3.70 3.97 (27) (4) 22
30 Years 3.70 3.90 (20) (13) 26
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.83 2.97 (14) 45 34
5-Year Muni 2.58 2.68 (10) 39 8
10-Year Muni 2.55 2.68 (13) 36 (4)
30-Year Muni 3.56 3.70 (14) 17 5
30-Year Conventional Mortgage 6.73 6.65 8 61 40
MARKET INDICATORS (Changes in %)
DJIA 31,909.64 33,390.97 (4.4) (5.8) 4.7)
S&P 500 3,861.59 4,045.64 (4.5) (5.6) (1.9)
NASDAQ 11,138.89 11,689.01 4.7 (4.9) 1.2
CRB Futures 290.10 300.83 (3.6) (2.5) 0.7
Oil (WTI Crude) 76.52 79.79 (4.1) 4.3 (4.5)
Gold 1,868.19 1,854.35 0.7 (0.4) 3.2
Yen / Dollar 134.91 135.82 0.7) 2.7 1.2)
Dollar / Euro 1.06 1.06 0.1 (0.3) 0.9

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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