WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Thursday higher but
two of the three major indices finished
in the red for the week as markets
closed for Good Friday. The Dow
Jones Industrial Average rose 0.6%
while the S&P 500 inched down 0.1%
and the NASDAQ decreased 1.1% for
the week. Last week was a busy week
for economic reports. Nonfarm payrolls
missed economists’ expectations,
climbing 236,000 in March and non-
farm private payrolls rose 189,000.

ECONOMIC RELEASES

Average hourly earnings for all workers
on private nonfarm payrolls increased
0.3% last month and were up 4.2%
from a year earlier. The unemployment
rate fell to 3.5% in March and the labor
force participation rate improved
slightly to 62.6%. Initial unemployment
claims for the week ending April 1 de-
creased 18,000 to 228,000. Continuing
jobless claims for the week ending
March 25 rose 6,000 to 1,823,000. In
more labor market news, job openings

declined to 9.9 million on the last busi-
ness day in February according to the
Job Openings and Labor Turnover
Survey (JOLTS) report. Factory orders
decreased 0.7% in February and con-
struction spending declined slightly.
The trade balance widened in Febru-
ary to a deficit of $70.5 billion from a
downwardly revised $68.7 bhillion in
January.

Last Week: Indicator ggg]obrgd Eg;:&gﬁ;* Comment

Construction Spending (Feb — Mo 10:00) -0.1% +0.0% 1.8% decline in new single-family construction
ISM Manufacturing Index (Mar — Mo 10:00) 46.3% 475% :\illoannufacturing activity remains in a state of contrac-
Factory Orders (Feb — Tu 10:00) -0.7% -0.5%

JOLTS - Job Openings (Feb — Tu 10:00) 9.931 Mil. N.A.

Trade Balance (Feb — We 8:30) -$70.5 Bil. -$69.0 Bil. Both exports and imports declined

Initial Claims (4/1 — Th 8:30) 228 K 203 K

Continuing Claims (3/25 — Th 8:30) 1,823 K N.A.

Nonfarm Payrolls (Mar — Fr 8:30) +236 K +239 K

Nonfarm Private Payrolls (Mar — Fr 8:30) +189 K +213 K Lowest increase since December 2020
Unemployment Rate (Mar — Fr 8:30) 3.5% 3.6%

Avg. Hourly Earnings (Mar — Fr 8:30) +0.3% +0.3% Smallest year-over-year increase since June 2021
Average Workweek (Mar — Fr 8:30) 34.4 34.5

Consumer Credit (Feb — Fr 2:00) +$15.3 Bil. +$18.0 Bil.

Consensus

Upcoming Week: Indicator Expectation* Last Period Comment
Wholesale Inventories (Feb — Mo 10:00) +0.2% -0.4%
CPI (Mar — We 8:30) +0.3% +0.4%
Core CPI (Mar — We 8:30) +0.4% +0.5%
Treasury Budget (Mar — We 2:00) -$253.0 Bil. -$262.4 Bil.
PPI (Mar — Th 8:30) +0.1% -0.1%
Core PPI (Mar — Th 8:30) +0.2% +0.0%
Initial Claims (4/8 — Th 8:30) 236 K 228 K
Continuing Claims (4/1 - Th 8:30) N.A. 1,823 K Not available
Retail Sales (Mar — Fr 8:30) -0.4% -0.4%
Retail Sales ex-auto (Mar — Fr 8:30) -0.4% -0.1%
Industrial Production (Mar — Fr 9:15) +0.2% +0.0%
Capacity Utilization (Mar — Fr 9:15) 79.0% 78.0%
*Sources: www.briefing.com and www.federalreserve.gov
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Nonfarm Employment, in Thousands
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Fed Speeches

James Bullard, the President
and CEO of the Federal Re-
serve Bank of St. Louis, gave a
presentation last week titled “Fi-
nancial Stress and the Econ-
omy” at a meeting of the Arkan-
sas Bankers Association in Lit-
tle Rock, Arkansas. President
Bullard commented on the cur-
rent financial conditions facing
the United States in comparison
to past financial crises:

Closely related measures
suggest that financial condi-
tions have become tighter.
However, financial stress
and financial conditions met-
rics as of today remain low
compared with levels ob-
served during the Global Fi-
nancial Crisis (GFC) of 2007-
2009 or during the onset of
the pandemic in March-April
2020.

President Bullard also dis-
cussed expectations for infla-
tion and interest rates in the up-
coming months:

WEEKLY ECONOMIC UPDATE

Financial Markets

In part due to front-loaded Fed
policy during 2022, market-based
measures of inflation expecta-
tions are now relatively low. Ac-
cording to standard macroeco-
nomic theories, inflation expecta-
tions are a key determinant of ac-
tual inflation. This bodes well for
the disinflationary process in
2023... Financial stress can be
harrowing, but also tends to re-
duce the level of interest rates.

U.S. stocks were mixed last week as the Dow Jones Indus-
trial Average rose 0.6% while the S&P 500 inched down
0.1% and the NASDAQ decreased 1.1%. Treasury yields
were lower across the long end of the curve with the 10-
year yield falling 9 basis points (bps) to 3.39% and the 30-
year yield decreasing 6 bps to 3.61%. Oil prices climbed
6.8% after OPEC announced it was cutting production,
ending the week at $80.70 per barrel. The U.S. dollar de-
clined 0.4% against the Japanese yen and the euro moved
up 0.6% against the greenback last week.

Lower rates, in turn, tend to be a
bullish factor for the macroecon- 9.0 Selected Interest Rates
omy. During the current stress, '
the benchmark U.S. 10-year 8.0 f
Treasury yield has declined by 7.0 PrimeI
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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 2" Qtr ‘23 8.17 5.04 4.98 5.24 4.84 4.51 4.58 6.9
modest growth in spending and 34 Qtr 8.25 5.13 5.06 5.18 4.98 4.82 4.81 6.8
production. Job gains have 4" Qtr 8.25 5.13 5.06 4.96 5.13 5.06 5.16 6.7
picked up in recent months and ~ 1°* Qtr ‘24 8.25 5.13 5.06 4.93 5.13 5.19 523 68
are running at a robust pace;  pns gy 8.09  4.96 4.90 4.83 5.03 5.09 514 6.7
the unemployment rate has i
*Forecast as of April 7, 2023
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
4/7/2023 3/31/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.00 8.00 0 25 50
LIBOR Index Base Rate (1Month) 4.90 4.85 5 10 51
Fed Funds (Wed close) 4.83 4.83 0 25 50
TREASURIES (BE) (Changes in BPs)
3 Months 4.95 4.85 10 (6) 28
6 Months 4.95 4.94 1 (22) 16
1 Year 4.61 4.64 (3) (29) (10)
2 Years 3.97 4.06 9) (63) (27)
5 Years 3.49 3.60 (11) (47) (20)
10 Years 3.39 3.48 9) (31) (16)
30 Years 3.61 3.67 (6) 9) (6)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.30 2.41 (11) (53) (12)
5-Year Muni 2.09 2.23 (14) (49) (30)
10-Year Muni 2.11 2.28 17 47) (39)
30-Year Muni 3.24 3.38 (14) (32) (22)
30-Year Conventional Mortgage 6.28 6.32 (4) (45) (20)
MARKET INDICATORS (Changes in %)
DJIA 33,485.29 33,274.15 0.6 4.9 (0.4)
S&P 500 4,105.02 4,109.31 (0.2) 6.3 5.4
NASDAQ 12,087.96 12,221.91 (1.1) 8.5 14.4
CRB Futures 298.81 293.90 1.7 3.0 3.9
Oil (WTI Crude) 80.70 75.57 6.8 1.1 0.3
Gold 2,007.91 1,969.43 2.0 7.5 7.3
Yen / Dollar 132.16 132.74 (0.4) (2.0 0.0
Dollar / Euro 1.09 1.08 0.6 25 2.5

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.
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