WEEKLY ECONOMIC UPDATE

Summary

The stock market rallied on Friday after
minor revisions to U.S. inflation data
reinforced investors’ economic opti-
mism. The S&P 500 advanced 1.4%
for the week and set a new all-time
high, crossing the 5,000 points mark
for the first time. The Dow Jones Indus-
trial Average ended flat while the
NASDAQ rose 2.3%.

Last week was a slow week for reports.
The January ISM Non-Manufacturing
Index was better than analysts had
anticipated. The index approached the
50% mark in December, the dividing
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line between the sector expansion and
contraction; but it rebounded in
January due to a pickup in new orders,
employment, and prices. The MBA
Mortgage  Application Index, a
measure of mortgage loan application
volume, increased 3.7% for the week
ending February 3" after dropping
7.2% in the week before.

The trade deficit was mostly in line with
expectations. After a major revision
that put the November trade balance at
-$61.9 billion, up from an initial
estimate of -$63.2 billion, the deficit

Number

Consensus

expanded by a modest $0.3 hillion in

December. Consumer credit
moderated last December. Analysts
had expected consumer credit

outstanding to expand by $16.3 hillion,
but it went up by only $1.6 billion.
Unemployment claims continue to
remain low. Initial claims decreased by
9,000 to 218,000 for the week ending
February 3. Continuing jobless claims
for the week ending January 27
decreased by 23,000 to 1.871 million.

Last Week: Indicator Reported Expectation* Comment
ISM Non-Manufacturing Index (Jan — Mo 10:00) 53.4% 52.0% Prior: 50.5%
MBA Mortgage Applications Index (02/03 — We 7:00) +3.7% NA Prior: -7.2%
Trade Balance (Dec— We 8:30) -$62.2B -$62.0B Prior: -$61.9
Consumer Credit (Dec — We 15:00) +$1.6B $16.3B

Initial Claims (02/03 — Th 8:30) 218K 218K

Continuing Claims (1/27 — Th 8:30) 1871K NA

Next Week: Indicator

Consensus
Expectation*

Comment

Treasury Budget (Jan — Mo 14:00) NA -$129.0B

CPI (Jan - Tu 8:30) +0.2% +0.2% Core CPI: +0.2%

MBA Mortgage Applications Index (02/10 — We 7:00) NA 3.7%

Initial Claims (02/10 — Th 8:30) 221K 218K

Continuing Claims (02/03 — Th 8:30) NA 1871K

Retail Sales (Jan—Th 8:30) -0.2% +0.6% Retail Sales ex-auto: +0.4%
Industrial Production (Jan— Th 8:30) +0.4% +0.1%

Import Prices (Jan—Th 8:30) NA 0.0% Import Prices ex-oil: 0.0%
Export Prices (Jan— Th 8:30) NA 9.0 Export Prices ex-ag.: -9.0%
Capacity Utilization (Jan— Th 9:15) 78.9% 78.6%

Housing Starts (Jan— Fr 8:30) 1,470 TUAR 1,460 TUAR

Building Permits (Jan- Fr 8:30) 1,510 TUAR 1,495 TUAR

PPI (Jan— Fr 8:30) +0.1% -0.1% Core PPI: 0.0%

U. of Michigan Consumer Sentiment — Prelim (Feb—Fr 10:00)  79.3
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The TRADE BALANCE
changed little to -$62.2 billion
in December from -$61.9 bil-
lion in November. Both ex-
ports and imports increased
in December, with imports
growing slightly higher. Ex-
ports were $3.9 billion more
than November exports and
imports were $4.2 billion more
than November imports. The
December figures put the ex-
ports for 2023 at $3,053.5 bil-
lion, up $35.0 billion from
2022. Imports were $3,826.9
billion, down $142.7 billion
from 2022. A major shift in the
trade flow with China explains
most of the 2023 drop in im-
ports. Goods imports from
China decreased $109.1 bil-
lion to $427.2 billion. Goods
imported from Mexico rose
$20.8 billion to $475.6 billion
in 2023, making Mexico the
leading source of imports to
the United States for the first
time in more than two dec-
ades.

CONSUMER CREDIT in-
creased by $1.6 billion in De-
cember. Revolving credit ac-
counted for $1.1 billion of that
increase. Nonrevolving credit
accounted for the remaining
$0.5 billion. In 2023, con-
sumer credit increased 2.4%,
with  revolving increasing
8.4% to $1.314 trillion and
nonrevolving credit increas-
ing 0.4% to $3.696 trillion.
Among the major nonrevolv-
ing credit categories, student
loans decreased $36.9 billion
(-2%) to $1.727 billion while
motor vehicle loans increased

iHH! CHMURA

Week of February 12, 2024

$59 bilion (+3.8%) to
$1.499.5 hillion. Although
overall US delinquency rates
remain below pre-Covid lev-
els, those for credit cards and
auto loans are now higher.
About 8.5% of credit card bal-
ances and 7.7% of auto loans
moved into delinquency in the
fourth quarter of 2023, ac-
cording to a report from the
Federal Reserve Bank of New
York.

There were 218,000 new
INITIAL CLAIMS for the week
ending February 3, bringing
the four-week moving
average to 212,250. After
soaring during the pandemic,
initial jobless claims have
moderated and hovered
around pre-pandemic levels
since January 2022. Notable
increases last week were
recorded in Oregon (+5,488)
due to layoffs in the
construction, healthcare, and
social assistance industries.
California (+5,015) and New
York (+4,133) also
experienced increased claims
due to layoffs in the
transportation and warehous-

ing, construction, and
healthcare and social
assistance industries;

Georgia jobless claims were
also high (+1,032) due to
layoffs in the trade,
administrative and support
and waste management and
remediation services,
transportation and warehous-
ing, and in finance and
insurance industries. Fewer
claims were filed in lllinois (-
2,278) and Missouri (-1,588).
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Fed Speeches

Governor Adriana D. Kugler
spoke at the Brookings Insti-
tution, Washington, D.C. on
February 7. In her speech,
she discussed why, despite
inflation remaining above
the Fed’'s 2 percent target,
she is optimistic that it will
continue to slow down in
2024:

“l see three factors as
likely to contribute to
continued disinflation,
especially in the cate-
gory of core services ex-
cluding housing: contin-

“In particular, before the
pandemic, the median
price lasted more than
10 months, but by early
2022, the median price
was lasting less than 5
months. Encouragingly,
the frequency of price
adjustment has de-
clined since then, with
median price duration
moving up to nearly 7
months in the third quar-
ter of last year.”

Lastly, consumers’ expecta-
tions about medium/long-
term inflation have returned
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Financial Markets

Last week, the stock market finished with mixed
outcomes. The S&P 500 advanced 1.4% while the
NASDAQ soared 2.3%. The Dow Jones Industrial Av-
erage, however, was essentially flat. Treasury and
municipal bond yields rose for the week, with the 10
and 30-year bonds gaining back the losses of the pre-
vious week. The average 30-year conventional mort-
gage rate gained 1 basis point to finish the week at
6.64%. Mortgage rates have stayed stable this year,
despite swings in Treasury yields. The price of gold
changed little (+0.1%). Crude oil prices rose 6%,
ending the week at $76.55 per barrel. In the forex
market, the U.S. dollar was unchanged against the
euro but advanced 0.6% against the Japanese Yen.
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Interest Rate Forecast*®

The Federal Open Market
Committee (FOMC) kept the
federal funds rate target at
5.25% to 5.50% during the
Fed’s January policy meeting.
In the statement released fol-
lowing the meeting, the
FOMC said, “The Committee
does not expect it will be ap-
propriate to reduce the target
range until it has gained
greater  confidence that

inflation is moving sustainably
toward 2 percent. In addition,
the Committee will continue
reducing its holdings of
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Treasury  securities  and
agency debt and agency
mortgage-backed securities,
as described in its previously

announced plans. The Com-
mittee is strongly committed
to returning inflation to its 2
percent objective.”
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4" Qtr 7.7 45 4.52 4.6 45 45 45 6.4
1% Qtr 25 6.9 3.8 3.77 4.3 4.1 45 45 6.2
January 2024

FINANCIAL MARKET SUMMARY

As of

2/9/2024

MONEY MARKETS (Changes in BPs)

As of
2/2/2024

Prime 8.50 8.50 0 0 0
Secured Overnight Financing Rate (SOFR) 5.31 5.32 1) 0 (1)
Fed Funds (Wed close) 5.33 5.33 0 0 0
TREASURIES (BE) (Changes in BPs)

3 Months 5.44 5.43 1 1) 9)
6 Months 5.26 5.22 10 (20)
1 Year 4.86 4.81 5 21 (52)
2 Years 4.48 4.36 12 34 (56)
5 Years 4.14 3.99 15 30 (51)
10 Years 4.17 4.03 14 21 (44)
30 Years 4.37 4.22 15 17 (36)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.79 2.69 10 13 (62)
5-Year Muni 2.45 2.35 10 14 (74)
10-Year Muni 2.51 2.42 9 20 (76)
30-Year Muni 3.66 3.56 10 17 (62)
30-Year Conventional Mortgage 6.64 6.63 1 2 (86)
MARKET INDICATORS (Changes in %)

DJIA 38,671.69 38,654.42 0.0 2.9 12.8
S&P 500 5,026.61 4,958.61 1.4 5.1 13.8
NASDAQ 15,990.66 15,628.95 2.3 6.8 15.9
CRB Futures 315.35 307.45 2.6 4.2 1.7
Oil (WTI Crude) 76.55 72.20 6.0 3.6 (5.3)
Gold 2,039.50 2,037.88 0.1 (0.5) 5.3
Yen / Dollar 149.27 148.36 0.6 3.2 (0.1)
Dollar / Euro 1.08 1.08 (0.0) (1.5) 1.0
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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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