WEEKLY ECONOMIC UPDATE

Summary

The stock market continued its
weekslong rally and all three major
indexes posted gains for the week. The
S&P 500 ended its record-setting
streak on Friday, but still finished the
week in the green at 4,890. The Dow
Jones Industrial Average rose 0.6%
and the NASDAQ climbed 0.9% for the
week. Last week was a busy week for
economic reports. Durable goods
orders were unchanged month-over-
month while the Conference Board’s
Leading Economic Index decreased
0.1 point to 103.1. New home sales

exceeded expectations in December,
with a total of 664,000 units sold at a
seasonally adjusted annual rate. The
report of fourth quarter real gross
domestic product (GDP) showed the
U.S. economy expanded an
annualized  3.3%, outperforming
expectations, while the GDP Deflator
advanced 1.5%. Personal income
increased 0.3% and personal spending
rose 0.2%. The PCE price index rose
0.2% in December and the core PCE
price index also advanced 0.2%. From
a year earlier the PCE price index
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climbed 2.6% compared with a 2.9%
increase for the core PCE price index.
The PCE report was good news for
consumers and the Fed alike, as the core
inflation reading continues moving
toward the Fed's 2.0% target and
continues to point toward potential
interest rate cuts later this year. Initial
unemployment claims for the week
ending January 20 increased 25,000 to
214,000. Continuing jobless claims for
the week ending January 13 rose
27,000 to 1,833,000.

Last Week: Indicator Reported Expectation* Comment

Leading Economic Index (Dec — Mo 10:00) -0.1% -0.3%

MBA Mortgage Applications Index (1/20- We 7:00) +3.7% NA

Initial Claims (1/20 — Th 8:30) 214 K 200 K

Continuing Claims (1/13 — Th 8:30) 1,833 K NA

Durable Orders (Dec — Th 8:30) +0.0% +0.1%

GDP-Adv. (Q4 - Th 8:30) +3.3% +2.0% Fz)és:f;’itiﬂggase In personal consumption ex-
Chain Deflator-Adv. (Q4 — Th 8:30) +1.5% +2.8%

New Home Sales (Dec — Fr 10:00) 664 TUAR 640 TUAR Increased 8.0% month-over-month
Personal Income (Dec — Fr 8:30) +0.3% +0.3%

Personal Spending (Dec - Fr 8:30) +0.7% +0.4%

PCE Prices (Dec - Fr 8:30) +0.2% +0.2% Up 2.6% year-over-year

Pending Home Sales (Dec — Fr 10:00) +8.3% +2.3%

Next Week: Indicator

Consensus

Comment

Expectation*

Consumer Confidence (Jan — Tu 10:00) 113.0 110.7

JOLTS - Job Openings (Dec — Tu 10:00) NA 8.790 Mil. Not available
FOMC Rate Decision (Jan — We 2:00) 5.25-5.50% 5.25-5.50%

Initial Claims (1/27 — Th 8:30) NA 214 K Not available
Continuing Claims (1/20 — Th 8:30) NA 1,833 K Not available
Construction Spending (Dec — Th 10:00) +0.4% +0.4%

ISM Manufacturing Index (Jan — Th 10:00) A47.3% A47.4%

Nonfarm Payrolls (Jan — Fr 8:30) +175 K +216 K

Nonfarm Private Payrolls (Jan — Fr 8:30) +150 K +164 K

Avg. Hourly Earnings (Jan — Fr 8:30) +0.3% +0.4%

Unemployment Rate (Jan — Fr 8:30) 3.8% 3.7%

Average Workweek (Jan — Fr 8:30) 34.4 34.3

Factory Orders (Dec — Fr 10:00) +0.3% +2.6%

U. Michigan Consumer Sentiment — Final (Jan — Fr 10:00) 78.8 78.8

*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The U.S. economy expanded
in the fourth quarter from Oc-
tober through December. Ac-
cording to the Commerce De-
partment’s advance estimate,
real GROSS DOMESTIC
PRODUCT (GDP) increased
3.3% at an annualized pace in
the 4" quarter after rising
4.9% in the 3 quarter. Add-
ing 1.91 percentage points to
growth, consumer expendi-
tures advanced at a 2.8% an-
nual rate in the 4" quarter
compared with a 3.1% in-
crease in the 3 quarter.
Gross private domestic in-
vestment climbed an annual-
ized 2.1% in the 4" quarter.
Nonresidential investment
spending increased at a 1.9%
annual rate while residential
investment spending was up
an annualized 1.1% in the 4"
quarter after increasing 6.7%
in the 3" quarter. Government
spending rose at a 3.3% an-
nual rate and contributed 0.56
percentage points to growth
last quarter. Real final sales
were up an annualized 3.2%.
The GDP PRICE INDEX
climbed 1.5% in the 4" quar-
ter after jumping 3.6% in the
3" quarter.

NEW HOME SALES, which
are counted at contract sign-
ing, jumped 8.0% in Decem-
ber to 664,000 units sold at a
seasonally adjusted annual
rate. The December results
are up 4.4% from last Decem-
ber’s rate. The median sales
price for a new home in De-
cember was $413,200 (a
13.8% decrease from a year
earlier) and the average sales
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price was $487,300. At the
December rate, there was an
8.2-month supply of new
homes for sale. This is down
from 8.5 months in December
2022, though still too high to
be considered a rate that is
more closely associated with
a balanced housing market.
The Northeast region saw a
19.4% increase in new home
sales from November and
sales rose 9.2% and 10.6% in
the Midwest and South re-
gions, respectively; new
home sales dropped 3.4% in
the West. Recent decreases
in mortgage rates over the
past several months have led
to renewed demand in hous-
ing, but supply pressures and
affordability remain an issue
for new home sales in the
months ahead.

PERSONAL INCOME in-
creased 0.3% in December
and PERSONAL SPENDING
rose 0.7%. The PCE PRICE
INDEX and the CORE PCE
price index (which excludes
food and energy) both rose
0.2%. On a year- over-year
basis, the overall PCE price
index was 2.6% higher and
the core measure was up
2.9%. Real disposable
personal income rose 0.1%
month-over-month and was
up 4.2% year-over-year. The
report shows that consumer
spending continues to remain
resilient and strong, and that
the core inflation reading is
moving toward the Fed's
2.0% target.
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Real Gross Domestic Product

Quarterly Annualized Percent Change
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Fed Speeches

There were no speeches, This is due to the Federal

testimony, or interviews by Open Market

Federal Reserve officials meeting this week.

last week relevant to mone-

Financial Markets

Last week was another week of continued gains for
the stock market with the Dow Jones Industrial Aver-
age advancing 0.6%, the S&P 500 jumping 1.1%, and
the NASDAQ rising 0.9%. Treasury yields were little

Committee

tary policy. } i
changed across the curve with the 10-year yield un-
changed at 4.15% and the 30-year yield increasing 2
basis points to 4.38%. The average 30-year conven-
tional mortgage rate added 9 basis points to finish the
week at 6.69%. The price of gold decreased 0.5%.
Crude oil prices rose 5.8%, ending the week at
$78.12 per barrel. In the forex market, the U.S. dollar
was relatively unchanged against the Japanese yen
and the euro fell 0.4% against the greenback last
week.
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Interest Rate Forecast*®

The Federal Open Market Com-
mittee (FOMC) kept the federal
funds rate target at 5.25% to

adjust the stance of monetary
policy as appropriate
emerge that could impede the at-

if risks
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goals. The Committee's assess-
ments will take into account a
wide range of information, includ-

conditions, inflation pressures
and inflation expectations, and fi-
nancial and international devel-

5.50% during the Fed’s Decem-  tainment of the Committee's ing readings on labor market opments.”

ber policy meeting. In the state- s » - — — —
ment rel followin h . ; e -Mo. -Yr. -YT. -Yr -Yr
mge:ingiﬁzsggMg Sc;id’ gm ;Se_ A, I RIS Funds SOIAR T-Bill Note Treasury Bond Mortgage
sessing the appropriate stance of 1% Qtr 24 8.5 5.4 5.36 5.4 4.7 4.3 4.5 6.9
monetary policy, the Committee  2nd gty 8.4 5.3 5.27 5.3 4.8 4.4 45 6.8
will continue to monitor the impli- 34 Qtr 8.1 5.0 294 50 48 45 45 6.6
cations of incoming information : : : : : : : :

for the economic outlook. The 4" Qtr 7.7 4.5 4.52 4.6 4.5 45 4.5 6.4
Committee would be prepared to 1°t Qtr ‘25 6.9 3.8 3.77 4.3 4.1 4.5 4.5 6.2
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FINANCIAL MARKET SUMMARY

As of

1/26/2024

As of
1/19/2024

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0
Secured Overnight Financing Rate (SOFR) 5.32 5.31 1 (6) 1
Fed Funds (Wed close) 5.33 5.33 0
TREASURIES (BE) (Changes in BPs)
3 Months 5.44 5.45 1) 4 (15)
6 Months 5.19 5.21 (2) (@) (36)
1 Year 4.78 4.84 (6) (€] (61)
2 Years 4.34 4.39 (5) 11 (65)
5 Years 4.04 4.08 (4) 20 (72)
10 Years 4.15 4.15 0 27 (69)
30 Years 4.38 4.36 2 35 (65)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.84 2.83 1 34 (92)
5-Year Muni 2.50 2.48 2 28 (105)
10-Year Muni 2.55 2.52 3 33 (110)
30-Year Muni 3.69 3.63 6 29 (96)
30-Year Conventional Mortgage 6.69 6.60 9 8 (110)
MARKET INDICATORS (Changes in %)
DJIA 38,109.43 37,863.80 0.6 1.1 17.6
S&P 500 4,890.97 4,839.81 1.1 2.5 18.8
NASDAQ 15,455.36 15,310.97 0.9 3.0 22.2
CRB Futures 313.82 304.11 3.2 4.1 (2.7)
Oil (WTI Crude) 78.12 73.81 5.8 6.2 (12.0)
Gold 2,018.52 2,029.09 (0.5) (2.2) 0.6
Yen / Dollar 148.16 148.10 0.0 4.0 (1.1)
Dollar / Euro 1.09 1.09 0.4) a.7) 2.7
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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