WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday higher but
two of the three major indices finished
in the red for the week. The Dow Jones
Industrial Average fell 1.2% and the
S&P 500 decreased 0.8% while the
NASDAQ inched up 0.1%. Last week
was a busy week for economic reports.
The Federal Open Market Committee

funds rate by 25 basis points to 5.00%
to 5.25%. Nonfarm payrolls exceeded
economists’ expectations and climbed
253,000 in April and nonfarm private
payrolls rose 230,000. Average hourly
earnings for all workers on private non-
farm payrolls increased 0.5% last
month and were up 4.4% from a year

declined to 3.4% in April as the labor
force participation rate was unchanged
at 62.6%. Construction spending rose
0.3% and factory orders increased by
0.9% in March. Initial jobless claims for
the week ending April 29 increased
13,000 to 242,000. Continuing jobless
claims for the week ending April 22 de-

raised the target range for the federal earlier. The unemployment rate clined 38,000 to 1,805,000.
ECONOMIC RELEASES
Last Week: Indicator ggg]obrteéd Egggg&?;:)sn* Comment
Construction Spending (Mar — Mo 10:00) +0.3% +0.1%
ISM Manufacturing Index (Apr — Mo 10:00) 47.1% 46.8% 6 straight months of a reading indicating contraction
Factory Orders (Mar — Tu 10:00) +0.9% +1.4%
JOLTS - Job Openings (Mar — Tu 10:00) 9.590 Mil. N.A. 21-month low
FOMC Rate Decision (May — We 2:00) 5.00-5.25% 5.00-5.25% Increase of 25 basis points
Trade Balance (Mar — Th 8:30) -$64.2 Bil. -$68.7 Bil.
Initial Claims (4/29 — Th 8:30) 242 K 245 K
Continuing Claims (4/22 — Th 8:30) 1,805 K N.A.
Nonfarm Payrolls (Apr — Fr 8:30) +253 K +180 K Strong labor report provides hope for soft landing
Nonfarm Private Payrolls (Apr — Fr 8:30) +230 K +160 K
Unemployment Rate (Apr — Fr 8:30) 3.4% 3.6%
Avg. Hourly Earnings (Apr — Fr 8:30) +0.5% +0.3% Up 4.4% year-over-year
Average Workweek (Apr — Fr 8:30) 34.4 34.5
Consumer Credit (Mar — Fr 2:00) +$26.5 Bil. +$17.5 Bil.
Upcoming Week: Indicator gsggs;?ﬂ)sn* Last Period Comment
Wholesale Inventories (Mar — Mo 10:00) +0.1% +0.1%
CPI (Apr — We 8:30) +0.4% +0.1%
Core CPI (Apr — We 8:30) +0.3% +0.4%
Treasury Budget (Apr — We 8:30) N.A. -$378.1 BIl. Not available
PPI (Apr — Th 8:30) +0.3% -0.5%
Core PPI (Apr —Th 8:30) +0.3% -0.1%
Initial Claims (5/6 — Th 8:30) 247 K 242 K
Continuing Claims (4/29 — Th 8:30) N.A. 1,805 K Not available
*Sources: www.briefing.com and www.federalreserve.gov
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Nonfarm Employment, in Thousands

Economic Review 161,000

Job growth exceeded econ-  better-than-expected ~ April 156,000

omists’ expectations in April.  jobs report suggests the 151,000 A
NONFARM PAYROLLS ad- Federal Reserve will not cut / /
vanced 253,000 last month interest rates in the near fu- 146,000

compared with expectations  ture, but also provides hope 141000 / //
for a gain of 180,000 after for the Fed’s narrative of a ' / /
rising 165,000 in March. The  “soft landing” as it attempts 136,000
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46.3% in March to 47.1% in 16.0
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lower than the previous jumped from 47.6% to
month as the labor force 49.8%. The most encourag- ISM Index
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MENT RATE fell to 3.4% in  ment Index returning to a 65
April as the labor force par- state of expansion, rising 60 A
ticipation rate was un- from 46.9% to 50.2%. I\,/\I‘\/dl
changed month-over-month 55 M jl\
at 62.6%. The number of V \I\ '/‘/ J "\
people unemployed for 27 50 \VAN \,J\ \v
weeks or longer in April 45
made up 20.6% of the un-
employed. The Labor De- 40
partment's U-6 rate, which 35
accounts for people who
have stopped looking for 30 ; ; ; ; ; ;
work or cannot find full-time Apr-11 Apr-13 Apr-15 Apr-17 Apr-19 Apr-21 Apr-23
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Fed Speeches

The Federal Open Market Com-
mittee (FOMC) met last week
and raised the target range for
the federal funds rate to 5.00%
to 5.25%. The FOMC statement
noted that “inflation remains el-
evated” and that “job gains have
been robust in recent months,
and the unemployment rate has
remained low.” The FOMC also
said it remains very focused on

The statement no longer in-
cludes language that future rate
hikes may be necessary, sug-
gesting the Fed may pause
monetary policy tightening.

The Committee seeks to
achieve maximum employment
and inflation at the rate of 2 per-
cent over the longer run. In sup-
port of these goals, the Commit-
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Financial Markets

U.S. stocks were mostly lower last week as the Dow Jones
Industrial Average fell 1.2%, the S&P 500 decreased 0.8%,
and the NASDAQ inched up 0.1%. Treasury yields were lit-
tle changed across the curve with the 10-year yield un-
changed at 3.44% while the 30-year yield increased 9 basis
points (bps) to 3.76%. Oil prices tumbled 7.1%, ending the
week at $71.33 per barrel. The U.S. dollar declined 1.1%
against the Japanese yen while the euro was unchanged
against the greenback last week.

inflation. tee decided to raise the target
; ; for the federal funds rate
The U.S. banking systemis  '419¢ Selected Interest Rates
sound and  resilient. !0 5 10 5-1/4 percent. The Com- 9.0
Tighter credit conditions for ~ mittee will closely monitor in- 8.0 —
households and busi- coming information and assess 70 4,—’_'7
nesses are likely to weigh the implications for monetary 6.0 Prime I
on economic activity, hir-  policy. In determining the ex- ' ,—’ |
ing, and inflation. The eX-  tent to which additional policy 5.0 T —
tent of these effects re-  fiming may be appropriate to 4.0 —~ M
mains uncertain. The : : 3.0
C it ins highl return inflation to 2 percent over / Nl |
ommittee remains Mgy yime, the Committee will take 2.0 10-yr Bond
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into account the cumulative 1.0 Fed Fu4ndls_[_'
tightening of monetary policy, 0.0 : —_—
the lags with which monetary 5/7/21 11/5/21 5/6/22 11/04/22 5/5/23
policy affects economic activity
and inflation, and economic and
financial developments.
Treasury Curve
6.0
55 +
5.0 +
45 +
40 +
f
35 +
3.0 +
25 +
20 +
15 +
e \veek ago 5 /5/23 e QI AZO
1.0 +
0.5 +
0.0
3m 1yr 3yr Syr 10yr 30yr
Term
i) cymura p—
Week of May 8, 2023 www.chmura.com © Chmura Economics & Analytics, 2023

3



WEEKLY ECONOMIC UPDATE

Interest Rate Forecast*

The Federal Open Market
Committee (FOMC) raised the
federal funds rate target to
5.00% to 5.25% at the Fed’s
May policy meeting. In the

elevated. The U.S. banking
system is sound and resilient.
Tighter credit conditions for
households and businesses

are likely to weigh on economic
activity, hiring, and inflation.
The extent of these effects re-
mains

Committee remains highly at-
tentive to inflation risks.”

uncertain. The

statement released following Prime
g;?d,M:‘:}éc?neoe;?Cg, ;Qt?vigogi 2" Qtr 23 8.16 5.03 5.00 5.14 4.28 3.64 3.85 6.37
panded at a modest pace in the 37 Qtr 8.25 5.13 5.10 5.16 4.60 4.14 4.25 6.62
first quarter. Job gains have 4" Qtr 8.25 5.13 5.10 5.06 4.90 4.64 4.65 6.65
been robust in recent months, 1% Qtr ‘24 8.25 5.13 5.10 5.11 5.20 5.21 525 675
and the unemploymentrate has ~ ans oy 809 496 4.94 4.95 5.24 5.31 540 6.6
remained low. Inflation remains )
* Forecast as of April 28, 2023
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
5/5/2023 4/28/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.25 8.00 25 25 50
LIBOR Index Base Rate (1Month) 5.09 5.03 6 19 51
Fed Funds (Wed close) 5.08 4.83 25 25 50
TREASURIES (BE) (Changes in BPs)
3 Months 5.26 5.10 16 31 56
6 Months 5.13 5.06 7 18 31
1 Year 4.73 4.80 (@) 12 (6)
2 Years 3.92 4.04 (12) (5) (38)
5 Years 3.41 3.51 (10) (8) (26)
10 Years 3.44 3.44 0 5 9
30 Years 3.76 3.67 9 15 13
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.68 2.70 2 38 49
5-Year Muni 2.33 2.37 4 24 23
10-Year Muni 2.31 2.36 (5) 22 9
30-Year Muni 3.45 3.47 (2) 21 18
30-Year Conventional Mortgage 6.39 6.43 (4) 11 30
MARKET INDICATORS (Changes in %)
DJIA 33,674.38 34,098.16 (1.2) 0.6 (0.7)
S&P 500 4,136.25 4,169.48 (0.8) 0.8 (0.0)
NASDAQ 12,235.41 12,226.58 0.1 1.2 1.9
CRB Futures 288.58 295.51 (2.3) (3.4) (0.5)
QOil (WTI Crude) 71.33 76.78 (7.1) (5.6) (10.2)
Gold 2,016.49 1,989.58 1.4 0.4 7.5
Yen / Dollar 134.83 136.33 (1.1) 2.0 2.8
Dollar / Euro 1.10 1.10 0.0 1.0 2.1
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