WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday lower as two
of the three major indices finished in
the red for the week. The Dow Jones
Industrial Average fell 1.1% and the
S&P 500 decreased 0.3% while the
NASDAQ increased 0.4%. Last week
was a slower week for economic re-
ports. The Consumer Price Index rose

year earlier. Core CPI, which excludes
food and energy, also climbed 0.4% in
April and was up 5.5% from April 2022.
The Producer Price Index increased
0.2% in April and was up 2.3% from a
year earlier. Core PPI, which excludes
food and energy, rose 0.2% in April
and was up 3.2% from April 2022.

unchanged from the previous month
and the Treasury budget showed a sur-
plus of $176.2 billion in April. Initial job-
less claims for the week ending May 6
increased 22,000 to 264,000, an 18-
month high. Continuing jobless claims
for the week ending April 29 climbed
12,000 to 1,813,000.

0.4% in April and was up 4.9% froma  Wholesale inventories  remained
ECONOMIC RELEASES
Last Week: Indicator ggg]obrteéd Egggg&?;:)sn* Comment
Wholesale Inventories (Mar — Mo 10:00) +0.0% +0.1% Unchanged for 2 straight months
CPI (Apr — We 8:30) +0.4% +0.4% Up 4.9% year-over-year
Core CPI (Apr — We 8:30) +0.4% +0.3% Up 5.5% year-over-year
Treasury Budget (Apr — We 8:30) +$176.0 Bil. N.A.
PPI (Apr — Th 8:30) +0.2% +0.3% Up 2.3% year-over-year
Core PPI (Apr — Th 8:30) +0.2% +0.3% Up 3.2% year-over-year
Initial Claims (5/6 — Th 8:30) 264 K 247 K Highest level since October 30, 2021
Continuing Claims (4/29 — Th 8:30) 1,813 K N.A.
Upcoming Week: Indicator gsggs;?ﬂ)sn* Last Period Comment
Retail Sales (Apr —Tu 8:30) +0.7% -1.0%
Retail Sales ex-Auto (Apr —Tu 8:30) +0.3% -0.8%
Industrial Production (Apr — Tu 9:15) +0.0% +0.4%
Capacity Utilization (Apr — Tu 9:15) 79.8% 79.8%
Housing Starts (Apr — We 8:30) 1,405 TUAR 1,420 TUAR
Building Permits (Apr — We 8:30) 1,438 TUAR 1,413 TUAR
Initial Claims (5/13 = Th 8:30) 259 K 264 K
Continuing Claims (5/6 — Th 8:30) N.A. 1,813 K Not available
Existing Home Sales (Apr — Fr 10:00) 4.30 MUAR 4.44 MUAR
Leading Indicators (Apr — Fr 10:00) -0.5% -1.2%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The CONSUMER PRICE
INDEX (CPI) increased
0.4% in April and core con-
sumer prices also rose
0.4%. Consumer food prices
were flat month-over-month
for the second month in a
row. Consumer shelter
prices were up 0.4% and
were the largest contributor
to the increase in both total
CPI and core-CPI. This,
however, was the smallest
increase to the shelter index
since January 2022. Overall
consumer prices rose 4.9%
from April 2022, compared
with a 5.5% increase for
core consumer prices. The
moderation in both overall
inflation and consumer
prices for shelter may
prompt the Federal Reserve
to consider keeping rates on
hold at June's upcoming
meeting.

The PRODUCER PRICE
INDEX (PPI) for final de-
mand increased 0.2% in
April following an upwardly
revised 0.4% decline in
March, while the core PPI
for final demand rose 0.2%
month-over-month after a
reading that was upwardly
revised to unchanged in
March. From a year earlier,
the index for final demand
advanced 2.3% compared
with 2.7% in March. The
core measure was up 3.2%,
compared with 3.4% in
March. The PPl report
showed inflationary
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pressures are easing, but
the prices for final demand
services experienced a
0.3% month-over-month in-
crease, marking the most
significant rise since No-
vember 2022. Consumers
and producers alike will con-
tinue to look to the Federal
Reserve to control inflation
and for inflation to continue
slowing.

INITIAL UNEMPLOYMENT
CLAIMS climbed to 264,000
for the week ending May 6,
surpassing economists’ ex-
pectations. The four-week
moving average rose 6,000
to 245,250. CONTINUED
BENEFITS increased
12,000 to 1,813,000 for the
week ending April 29. The
four-week moving average,
a better measure of underly-
ing trends, rose 2,250 to
1,829,500. The main takea-
way highlighted in the report
is that there has been a sig-
nificant increase in initial
claims, reaching their high-
est level since October 30,
2021. The upward move
since early February is a
sign that the labor market is
potentially becoming less
tight.
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Fed Speeches

John Williams, the President
and CEO of the Federal Re-
serve Bank of New York, gave
opening remarks last week at
the Economic Club of New
York, New York City. President
Williams used some timely Star
Wars references to explain the
link between employment and
price stability:

Inflation remains too high,
and high inflation is hardest
on those who can least af-
ford to pay higher prices for
food, shelter, and transpor-
tation. The Federal Re-
serve is committed to
bringing inflation down. As
the Mandalorian would say,
"Price stability. This is the
way." ... The FOMC is
mandated by Congress to
promote maximum employ-
ment and price stability.
The goals of our dual man-
date are intrinsically linked.
Specifically, price stability
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Financial Markets

is essential for the econ-
U.S. stocks were mostly lower last week as the Dow Jones

omy to reach its full poten-

tial and to sustain maxi- Industrial Average fell 1.1% and the S&P 500 decreased
mum employment over the 0.3% while the NASDAQ increased 0.4%. Treasury yields
long term. were little changed across the curve as the 10-year yield
increased 2 basis points (bps) to 3.46% and the 30-year

President Williams also dis- yield rose 2 bps to 3.78%. Oil prices fell 1.7%, ending the
cussed how difficult achieving week at $70.12 per barrel. The U.S. dollar moved up 0.7%
balance on the inflation side of against the Japanese yen and the euro declined 1.5%

the mandate has been for the

central bank: against the greenback last week.

Achieving balance on the infla-
tion side of our mandate has Selected Interest Rates

. 9.0
been more challenging. Last 8.0
June, inflation spiked to a 40- ’
_ p 70 . f
year high of 7 percent, as meas- Prime [

ured by the personal consump- 6.0

tion expenditures (PCE) price 5.0 f
P (PCE) p oo ™

index. Since then, inflation has
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moderated to 4.2 percent, in 3.0 AN /

N
large part due to a decline in en- 20 10-yr Bond/f I—,,_I
ergy prices. That's much better 1.0
than 7 percent, but still more 0.0 - F““_df,_ll_: .
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of 2 percent.
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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
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are likely to weigh on economic
activity, hiring, and inflation.
The extent of these effects re-
mains uncertain. The

Committee remains highly at-
tentive to inflation risks.”

Prime

statement released following
the May meeting, the FOMC

said, “Economic activity ex- 2" Qtr 23 8.16 5.03 5.00 5.14 4.28 3.64 3.85 6.37
panded at a modest pace inthe ~ 3° QU 8.25 5.13 5.10 5.16 4.60 4.14 425  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 5.25 6.75
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
5/12/2023 5/5/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.25 8.25 0 25 50
LIBOR Index Base Rate (1Month) 5.10 5.09 1 15 53
Fed Funds (Wed close) 5.08 5.08 0 25 50
TREASURIES (BE) (Changes in BPs)
3 Months 5.25 5.26 1) 11 46
6 Months 5.16 5.13 3 13 27
1 Year 4.75 4.73 2 (@) (14)
2 Years 3.98 3.92 6 (20) (52)
5 Years 3.45 3.41 4 (15) (48)
10 Years 3.46 3.44 2 (6) (28)
30 Years 3.78 3.76 2 4 (5)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.69 2.68 1 42 31
5-Year Muni 2.34 2.33 1 27 15
10-Year Muni 2.32 2.31 1 25
30-Year Muni 3.45 3.45 0 22
30-Year Conventional Mortgage 6.35 6.39 (4) 8 23
MARKET INDICATORS (Changes in %)
DJIA 33,300.62 33,674.38 (1.1) 1.7) .7
S&P 500 4,124.08 4,136.25 (0.3) (0.3) 0.8
NASDAQ 12,284.74 12,235.41 0.4 1.3 4.8
CRB Futures 284.81 288.58 (1.3) (6.2) (4.2)
QOil (WTI Crude) 70.12 71.33 2.7 (13.1) (4.5)
Gold 2,011.26 2,016.49 (0.3) 0.3 7.3
Yen / Dollar 135.71 134.83 0.7 1.4 3.3
Dollar / Euro 1.09 1.10 (1.5) (1.3) 1.6

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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