WEEKLY ECONOMIC UPDATE

Summary

U.S. stocks ended Friday modestly
lower while the major indices finished
in the green for the week. The Dow
Jones Industrial Average rose 0.4%,
the S&P 500 increased 1.6%, and the
NASDAQ climbed 3.0%. Last week
was a busy week for economic reports.
Housing starts increased 2.2% and
building permits—a forward-looking
metric—declined 1.5% last month as a

ECONOMIC RELEASES

large decline in the volatile multi-family
segment offset increases in single-
family activity. Sales of existing
homes—which are counted when con-
tracts are closed—decreased 3.4%
last month and were down 23.2% on a
year-over-year basis. The median
sales price declined 1.7% from April
2022. Retail sales rose 0.4% in April
and retail sales excluding automobiles

also increased 0.4%. Industrial produc-
tion climbed 0.5% in April and capacity
utilization rose to 79.7% following a
downwardly revised reading of 79.4%
for March. Initial jobless claims for the
week ending May 13 decreased
22,000 to 242,000. Continuing jobless
claims for the week ending May 6 fell
8,000 to 1,799,000.

Last Week: Indicator ggg]obrteéd Egggg&?;:)sn* Comment
Retail Sales (Apr —Tu 8:30) +0.4% +0.7% Nonstore retailer sales jumped 12.2%
Retail Sales ex-Auto (Apr —Tu 8:30) +0.4% +0.3%
Industrial Production (Apr — Tu 9:15) +0.5% +0.0%
Capacity Utilization (Apr — Tu 9:15) 79.7% 79.8%
Housing Starts (Apr — We 8:30) 1,401 TUAR 1,405 TUAR Single-family starts up 59.5% in West
Building Permits (Apr — We 8:30) 1,416 TUAR 1,438 TUAR 9.7% decline in permits for building with 5+ units
Initial Claims (5/13 — Th 8:30) 242 K 259 K
Continuing Claims (5/6 — Th 8:30) 1,799 K N.A.
Existing Home Sales (Apr — Fr 10:00) 4.28 MUAR 4.30 MUAR Down 23.2% year-over-year
Leading Indicators (Apr — Fr 10:00) -0.6% -0.5%
Upcoming Week: Indicator gsggs;?ﬂ)sn* Last Period Comment
New Home Sales (Apr — Tu 10:00) 660 TUAR 683 TUAR
Initial Claims (5/20 — Th 8:30) 247 K 242 K
Continuing Claims (5/13 — Th 8:30) N.A. 1,799 K Not available
GDP - Second Estimate (Q1 — Th 8:30) +1.1% +1.1%
Pending Home Sales (Apr — Th 10:00) -2.9% -5.2%
Personal Income (Apr — Fr 8:30) +0.4% +0.3%
Personal Spending (Apr — Fr 8:30) +0.4% +0.0%
PCE Prices (Apr — Fr 8:30) +0.3% +0.1%
PCE Prices — Core (Apr — Fr 8:30) +0.3% +0.3%
Durable Orders (Apr — Fr 8:30) -1.0% +3.2%
U. Michigan Consumer Sentiment (May — Fr 10:00) 57.8 57.7
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

Sales at U.S. retailers in-
creased in April. RETAIL
SALES (seasonally ad-
justed) rose 0.4% last month
after decreasing an up-
wardly revised 0.7% in
March. Retail sales (exclud-
ing automobiles) were also
up 0.4% after an upwardly
revised 0.5% decline in
March. Motor vehicle and
parts dealers’ sales dropped
1.6% while furniture and
home furnishing store sales
increased 0.4% after a 1.4%
decline in March. Gasoline
station sales fell 0.8% after
decreasing 0.7% in March.
Part of the increase in retalil
sales is attributable to rising
prices because it is not ad-
justed for inflation.

INDUSTRIAL PRODUC-
TION increased 0.5% in
April, exceeding econo-

mists’ expectations of an un-
changed reading. The ca-
pacity utilization rate
climbed to 79.7% in April
compared with a down-
wardly revised reading of
79.4% in March. Manufac-
turing output rose 1.0% in
April and motor vehicle as-
semblies jumped 13.7%,
which put the seasonally ad-
justed annual rate at 11.40
million units. Mining produc-
tion increased 0.6% after
declining 1.3% in March.
Utilities output fell 3.1%,
which followed an 8.4%
jump in March. Year-over-
year, industrial production
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was up 0.2% and the capac-
ity utilization rate (79.7%)
was equal to its long-run
(1972-2022) average.

Housing starts increased
last month while building
permits—a forward-looking
metric—declined in  April.
HOUSING STARTS rose
2.2% in April to 1,401 thou-
sands of units at an annual-
ized rate (TUAR) after
March starts were down-
wardly revised to 1.37 mil-
lion from 1.42 million. Starts
to build single-family homes
increased 1.6% while multi-
unit starts climbed 3.2%. By
region, single-unit starts ad-
vanced 59.5% in the West,
but declined 20.5% in the
Midwest, 6.1% in the South,
and 10.3% in the Northeast.
New BUILDING PERMITS
decreased 1.5% to 1,416
TUAR. Permits for units in
buildings with five units or
more fell 9.7% in April while
permits to build single-family
homes rose 3.1%. Single-
unit starts are down 28.1%
year-over-year and permits
are 21.2% lower than a year
ago.
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Fed Speeches

Thomas Barkin, the President
and CEO of the Federal Re-
serve Bank of Richmond, gave
an interview last week with the
Financial Times. President Bar-
kin discussed the possibility of
further increases in interest
rates by the FOMC:

If inflation persists, or God
forbid accelerates, there’s
no barrier in my mind to fur-

President Barkin indicated that
the economy was showing pos-
itive signs in the fight to tame in-
flation, but that more concrete
evidence was needed:

There’s a plausible story that
demand is going to come down
meaningfully because of wan-
ing fiscal stimulus, eroding per-
sonal balance sheets, the
lagged effects of rate moves,
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Financial Markets

U.S. stocks rose last week as the Dow Jones Industrial Av-
erage increased 0.4%, the S&P 500 advanced 1.6%, and
the NASDAQ climbed 3.0%. Treasury yields were higher
across the curve as the 10-year yield increased 24 basis
points (bps) to 3.70% and the 30-year yield rose 17 bps to
3.95%. Oil prices advanced 2.4%, ending the week at
$71.77 per barrel. The U.S. dollar moved up 1.7% against
the Japanese yen and the euro declined 0.4% 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
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

tentive to inflation risks.”

Committee remains highly at-

statement released following Prime
g;?d,M:‘:}écgwneoe;?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  6.75
and the unemploymentrate has  ~gna gy 809 496 4.94 4.95 5.24 5.31 540  6.69
remained low. Inflation remains i
* Forecast as of April 28, 2023
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
5/19/2023 5/12/2023 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.25 8.25 0 25 50
LIBOR Index Base Rate (1Month) 5.14 5.10 13 54
Fed Funds (Wed close) 5.08 5.08 0 25 50
TREASURIES (BE) (Changes in BPs)
3 Months 5.29 5.25 4 15 45
6 Months 5.36 5.16 20 29 37
1 Year 5.02 4.75 27 24 2
2 Years 4.28 3.98 30 11 (32)
5 Years 3.76 3.45 31 10 (27)
10 Years 3.70 3.46 24 13 (12)
30 Years 3.95 3.78 17 17 7
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.98 2.69 29 39 20
5-Year Muni 2.63 2.34 29 30 9
10-Year Muni 2.54 2.32 22 21 2
30-Year Muni 3.62 3.45 17 16 3
30-Year Conventional Mortgage 6.39 6.35 4 0 7
MARKET INDICATORS (Changes in %)
DJIA 33,426.63 33,300.62 0.4 (1.1) (1.2)
S&P 500 4,191.98 4,124.08 1.6 1.4 2.8
NASDAQ 12,657.90 12,284.74 3.0 4.8 7.4
CRB Futures 289.74 284.81 1.7 (2.8) (0.8)
QOil (WTI Crude) 71.77 70.12 2.4 (13.1) (10.1)
Gold 1,977.81 2,011.26 1.7) (0.3) 6.8
Yen / Dollar 137.98 135.71 1.7 2.9 2.8
Dollar / Euro 1.08 1.09 0.4) a.7) 1.0
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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