WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday higher with
all three major indices finishing in the
green for the week, led by the
NASDAQ’s best quarter since 2020.
The Dow Jones Industrial Average
rose 3.2%, the S&P 500 increased
3.5%, and the NASDAQ climbed 3.4%
for the week. Last week was a slower
week for economic reports. First quar-
ter real gross domestic product (GDP)
was revised lower according to the
Commerce Department’s third
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estimate. The U.S. economy grew at a
2.6% annual rate last quarter, down 0.1
point from the second estimate as con-
sumer spending growth was revised
from a 1.4% annual rate to 1.0%. The
PCE price index rose 0.3% in February
and the core PCE price index also ad-
vanced 0.3%. From a year earlier the
PCE price index climbed 5.0% com-
pared with a 4.6% increase for the core
PCE price index. On a year-over-year
basis, both the PCE and core PCE

price index showed only a slight decel-
eration which suggests price pressures
may not be easing yet and the Fed may
increase the federal funds rate target
for longer than expected. Initial unem-
ployment claims for the week ending
March 25 increased 7,000 to 198,000.
Continuing jobless claims for the week
ending March 18 rose 4,000 to
1,689,000.

Last Week: Indicator gzg]obr?éd E)?Sggtr;il:)sn* Comment
Consumer Confidence (Mar — Tu 10:00) 104.2 101.5 sclj)rrr]s:jrr::j?rr\;girllifti:((j)in\C/ZI:ggzxag?(sso?lzzziée concerns
Pending Home Sales (Feb — We 10:00) +0.8% -2.3%
Initial Claims (3/25 - Th 8:30) 198 K 196 K
Continuing Claims (3/18 — Th 8:30) 1,689 K N.A.
GDP - Third Estimate (Q4 — Th 8:30) +2.6% +2.7%
Personal Income (Feb - Fr 8:30) +0.3% +0.3%
Personal Spending (Feb — Fr 8:30) +0.2% +0.3% Up 3.3% year-over-year
PCE Prices (Feb — Fr 8:30) +0.3% +0.4% Up 5.0% year-over-year
PCE Prices — Core (Feb — Fr 8:30) +0.3% +0.4% Up 4.6% year-over-year
U. Michigan Consumer Sentiment (Mar — Fr 10 :00) 62.0 63.4
Upcoming Week: Indicator E;S:gt?;i?n* Last Period Comment
Construction Spending (Feb — Mo 10:00) +0.0% -0.1%
ISM Manufacturing Index (Mar — Mo 10:00) 47.5% 47.7%
Factory Orders (Feb — Tu 10:00) -0.5% -1.6%
JOLTS - Job Openings (Feb — Tu 10:00) N.A. 10.824 Mil. Not available
Trade Balance (Feb — We 8:30) -$69.0 Bil. -$68.3 Bil.
Initial Claims (4/1 — Th 8:30) 203 K 198 K
Continuing Claims (3/25 - Th 8:30) N.A. 1,689 K Not available
Nonfarm Payrolls (Mar — Fr 8:30) +239 K +311 K
Nonfarm Private Payrolls (Mar — Fr 8:30) ++213 K +265 K
Unemployment Rate (Mar — Fr 8:30) 3.6% 3.6%
Avg. Hourly Earnings (Mar — Fr 8:30) +0.3% +0.2%
Average Workweek (Mar — Fr 8:30) 34.5 34.5
Consumer Credit (Feb — Fr 2:00) +$18.0 Bil. +$14.8 Bil.
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

PERSONAL INCOME in-
creased 0.3% in February
and PERSONAL SPEND-
ING rose 0.2%. The PCE
PRICE INDEX climbed
0.3% and the core PCE
price index (which excludes
food and energy) also rose
0.3%. On a year-over-year
basis, the overall PCE price
index was 5.0% higher and
the core measure was up
4.6%. Real personal spend-
ing was down 0.1% from
January. Wages and sala-
ries increased 0.3%, after a
0.9% gain in January.
Rental income advanced
1.4% from January and the
personal savings rate as a
percentage of disposable in-
come rose to 4.6% following
a revised rate of 4.4% in
January. The report sug-
gests only a slight decelera-
tion in inflation, which could
support the Fed's argument
for continuing to hike rates.

The Conference Board's
CONSUMER CONFI-
DENCE INDEX for March
exceeded expectations,
coming in at 104.2, up from
an upwardly revised Febru-
ary figure of 103.4, but down
from 107.6 a year ago. The
Present Situation Index fell
slightly, while the Expecta-
tions Index increased, but
remained below the level
that often signals a reces-
sion within the next 12
months. Twelve-month in-
flation  expectations re-
mained at a concerning
6.3%. The report suggests
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that consumer confidence
held up despite the recent
collapse of Silicon Valley
Bank and other issues in the
banking sector. However,
the consistently low results
from the Expectations Index
over the past 13 months in-
dicates concerns about fu-
ture economic growth.

First-time jobless claims in-
creased last week. INITIAL
UNEMPLOYMENT CLAIMS
climbed 7,000 to 198,000 for
the week ending March 25.
The four-week moving aver-
age of initial claims was up
2,000 to 198,250. CONTIN-
UED BENEFITS rose 4,000
to 1,689,000 for the week
ending March 18. The four-
week moving average, a
better measure of underly-
ing trends, increased 10,000
to 1,691,750.
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Fed Speeches

Michael Barr, a Governor on the
Federal Reserve Board of Gov-
ernors and the Vice Chair for
Supervision, gave a testimony
last week regarding Bank Over-
sight before the U.S. Senate
Committee on Banking, Hous-
ing, and Urban Affairs in Wash-
ington, D.C. Governor Barr tes-
tified on the Federal Reserve’s
oversight of the banking sector:

Our banking system is sound
and resilient, with strong
capital and liquidity. The
Federal Reserve, working
with the Treasury Depart-
ment and the Federal De-
posit Insurance Corporation
(FDIC), took decisive actions
to protect the U.S. economy
and to strengthen public con-
fidence in our banking sys-
tem. These actions demon-
strate that we are committed
to ensuring that all deposits
are safe. We will continue to
closely monitor conditions in

the banking system and are
prepared to use all of our
tools for any size institution,
as needed, to keep the sys-
tem safe and sound.

Governor Barr went on to dis-
cuss Silicon Valley Bank’s fail-
ure and the Fed'’s oversight:

SVB failed because the bank's
management did not effectively
manage its interest rate and li-
quidity risk, and the bank then suf-
fered a devastating and unex-
pected run by its uninsured de-
positors in a period of less than 24
hours. SVB's failure demands a
thorough review of what hap-
pened, including the Federal Re-
serve's oversight of the bank. I am
committed to ensuring that the
Federal Reserve fully accounts
for any supervisory or regulatory
failings, and that we fully address
what went wrong.

Financial Markets

U.S. stocks were up last week as the Dow Jones Industrial
Average rose 3.2%, the S&P 500 increased 3.5%, and the
NASDAQ climbed 3.4%. Treasury yields were higher
across the long end of the curve with the 10-year yield ris-
ing 10 basis points (bps) to 3.48% and the 30-year yield
increasing 3 bps to 3.67%. Oil prices climbed 9.2% and
ended the week at $75.57 per barrel. The U.S. dollar ad-
vanced 1.5% against the Japanese yen while the euro
moved up 0.8% 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
4.75% to 5.00% at the Fed’s

remained low. Inflation re-
mains elevated. The U.S. bank-
ing system is sound and resili-
ent. Recent developments are

likely to result in tighter credit
conditions for households and
businesses and to weigh on
economic activity, hiring, and

inflation. The extent of these
effects is uncertain. The Com-
mittee remains highly attentive
to inflation risks.”

March policy meeting. In the
statement released following
the March meeting, the FOMC

Prime

said, “Recent indicators point to 1* Qtr 23 7.66 451 4.48 4.88 4.37 3.67 3.82 6.28
modest growth in spendingand 2" Qf 8.17 5.04 5.02 5.22 4.77 4.13 434 653
production. Job gains have 34 Qtr 8.25 5.13 5.11 5.15 4.91 4.45 4.65 6.65
picked up in recent months and 4™ Qtr 8.25 5.13 5.11 5.02 5.06 4.75 495  6.62
are running at a robust pace;  jsqr24  gys 513 5.11 5.00 5.06 5.06 515  6.62
the unemployment rate has
*Forecast as of February 24, 2023
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
3/31/2023 3/24/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.00 8.00 0 25 50
LIBOR Index Base Rate (1Month) 4.85 4.84 1 15 48
Fed Funds (Wed close) 4.83 4.83 0 25 50
TREASURIES (BE) (Changes in BPs)
3 Months 4.85 4.74 11 (6) 43
6 Months 4.94 4.76 18 (24) 18
1 Year 4.64 4.32 32 (39) (9)
2 Years 4.06 3.76 30 (80) (35)
5 Years 3.60 3.41 19 (66) (39)
10 Years 3.48 3.38 10 (49) (40)
30 Years 3.67 3.64 3 (23) (30)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.41 2.43 2) (56) (26)
5-Year Muni 2.23 2.26 3) (45) (33)
10-Year Muni 2.28 2.31 3) (40) (36)
30-Year Muni 3.38 3.40 ) (32) (25)
30-Year Conventional Mortgage 6.32 6.42 (10) (33) (10)
MARKET INDICATORS (Changes in %)
DJIA 33,274.15 32,237.53 3.2 0.3 0.4
S&P 500 4,109.31 3,970.99 35 1.6 7.0
NASDAQ 12,221.91 11,823.96 3.4 4.6 16.8
CRB Futures 293.90 283.50 3.7 (2.3) (2.5)
QOil (WTI Crude) 75.57 69.18 9.2 (1.3) (5.0
Gold 1,969.43 1,975.75 (0.3) 6.2 7.6
Yen / Dollar 132.74 130.75 1.5 (2.3) 1.2
Dollar / Euro 1.08 1.08 0.8 2.0 1.3

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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