WEEKLY ECONOMIC UPDATE

Summary

Last week, the stock market extended
the previous week’s losses, with the
Dow Jones Industrial Average finishing
flat. The NASDAQ and the S&P 500
slipped 0.7% and 0.1% respectively.
The fight to lower inflation hit a road-
block in February. On Tuesday, the
Core CPI for February, a closely
watched measure of inflation, came in
hotter than expected, spreading fears
among investors that the Fed may de-
lay the timing of the anticipated rate
cuts to later this year. These fears grew
stronger on Thursday when the Bureau
of Labor Statistics released the PPI, a
measure of inflation for producers.
Wholesale prices accelerated 0.6% in
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February, twice as much as expected.
Core PPI, which excludes energy and
food prices, also exceeded expecta-
tions. Both import and export prices de-
celerated in February, but export
prices remained elevated.

The February Treasury Budget
showed a deficit of $296.3 billion com-
pared to a deficit of $262.4 billion in the
same period a year ago. February re-
tail sales increased 0.6% month-over-
month following a downwardly revised
1.1% decline (from -0.8%) in January.
Auto sales drove most of the February
increase, with sales up 1.6% month-
over-month. Total industrial production
inched up 0.1% month-over-month in

February after decreasing a revised
0.5% (from -0.1%) in January.

Overall, the labor market remains in
good shape. Initial jobless claims for
the week ending March 9 decreased by
1,000 to 209,000. Continuing jobless
claims for the week ending March 2 in-
creased by 17,000 to 1.811 million, alt-
hough that increase was from a sharply
lower revision for the prior week to
1.794 million from 1.906 million due to
annual revisions.

Last Week: Indicator R’\leupmoPtZrd gsgss&?i‘fm Comment
Factory Orders (Jan — Tu 14:00) -3.6% -2.5%

ISM Non-Manufacturing PMI 52.6% 52.7% Prior: +52.4%
JOLTS - Job Openings (Jan — We 10:00) 8.86M NA

Initial Claims (03/02— Th 8:30) 217K 217K

Continuing Claims (02/24— Th 8:30) 1906K NA

Trade Balance (Jan — Th 8:30) -$67.4B -$63.3B

Productivity-Rev. +3.2% +3.1% Prior: +3.2%
Unit Labor Costs-Rev. +0.4% +0.6% Prior: +0.5%
Consumer Credit (Jan—Th 15:00) $19.58 $10.0B

Nonfarm Payrolls (Feb — Fr 8:30) 275K 195K Nonfarm Private Payrolls: 223K
Avg. Hourly Earnings (Feb — Fr 8:30) +0.1% +0.3%

Unemployment Rate (Feb — Fr 8:30) 3.9% 3.7%

Next Week: Indicator

Consensus

Comment

Expectation*

CPI (Jan — Tu 14:00) +0.4% +0.3% Prior Core CPI: +0.4%
Treasury Budget (Jan — We 10:00) NA -$22.0B

PPI +0.3% +0.3% Prior Core PPI: +0.5%
Retail Sales +0.7% -0.8%

Initial Claims (03/02— Th 8:30) 218K 217K

Continuing Claims (02/24— Th 8:30) NA 1906K

Import Prices (Jan — Th 8:30) NA +0.8% Import Prices ex-oil: +0.7%
Export Prices (Jan—Th 15:00) NA +0.8% Export Prices ex-ag.: +0.9%
Industrial Production (Feb — Fr 8:30) 0.0% -0.1%

U Michigan Consumer Sentiment - Prelim (Feb — Fr 8:30) 773  76.9

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

iHH! CHMURA

Week of March 18, 2024

www.chmura.com

© Chmura Economics & Analytics, 2024 1



Economic Review

The year-over-year change
in the CPI, a popular meas-
ure of inflation, inched up to
3.2% in February from 3.1%
in January. The increase
was driven by an accelera-
tion in energy prices which
rose 2.3% month-over-
month. Core CPI, which ex-
cludes volatile food and en-
ergy prices, continued to de-
celerate with this index up
3.8% year-over-year, ver-
sus 3.9% in January. While
this change represents a
move in the right direction,
inflation still has a way to go
before it reaches the Fed’s
2% target level. Food prices
were unchanged month-
over-month and up 2.2%
year-over-year. Even if they
have accelerated in recent
months, energy prices are
still 1.9% down from a year
ago. The shelter index re-
mains the main driver of the
higher cost of living. In fact,
the all-items less shelter in-
dex was up only 1.8% from
last year in February. Shel-
ter, which accounts for
about 36% of the entire CPI
basket, is still up 5.7%.

After a disappointing Janu-
ary, RETAIL SALES were
up 0.6% in February to
$700.7 billion. The increase,
however, was not large
enough to bring the year-
over-year figure into positive
territory. After adjusting for
inflation, sales are still 1.6%
down from last year. Among
durable goods, sales rose
for building material and
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garden equipment (+2.2%),
motor vehicle and parts
dealers (+1.6%), and elec-
tronics and appliance stores
(1.5%). Sales dropped 1.1%
at furniture and home fur-
nishing stores. Among non-
durable goods, sales in-
creased 0.9% at gasoline
stations (driven by higher
gas prices), 0.4% at general
merchandising stores, and
0.1% at food and beverage
stores. Sales declined 0.5%
at clothing stores and 0.1%
for online retailers.

The INDUSTRIAL PRO-
DUCTION INDEX edged up
0.1% in February after de-
clining 0.5% in January.
Manufacturing output rose
0.8% after falling 1.1% in
January. Durable manufac-
turing production increased
1.0% while the index for
nondurable output rose
0.7%. Mining production
was up 2.2% after a
weather-related slump in
January. The index for utili-
ties fell 7.5% in February
due to warmer-than-typical
temperatures.  Year-over-
year, total industrial produc-
tion in February was 0.2%
down, with manufacturing
output 0.7% below its level
from a year earlier.
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Consumer Price Index
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10.0
9.0
8.0 -
7.0 -
6.0 -
5.0 -
4.0
3.0 -
2.0 A
1.0 A

Excluding Food &
Energy

0.0
Feb-19

800,000 -+

700,000 -

600,000 -

500,000 -

400,000 -

300,000 -

200,000

Feb-20 Feb-21 Feb-22 Feb-23

Retail Sales
S Millions

Feb-24

Feb-19

110

Feb-20 Feb-21 Feb-22 Feb-23

Industrial Production Index

Feb-24

105 -~

100 -~

95 -+

85 +

80
Feb-19

www.chmura.com

Feb-20 Feb-21 Feb-22 Feb-23

© Chmura Economics & Analytics, 2024

Feb-24

2



Fed Speeches

There were no
speeches, testimonies,
or interviews by Federal
Reserve officials last
week relevant to mone-
tary policy.

This is due to the Fed-
eral Open Market Com-
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Financial Markets

Last week, the Dow Jones Industrial Average fin-
ished mostly flat while the S&P 500 fell 0.1% and the
NASDAQ retreated 0.7%. Fears that the Fed will de-
lay interest rate cuts sent yields of Treasury securi-
ties up. Yields on the 10-year bonds jumped 22 basis
points. The average 30-year conventional mortgage
rate instead fell 14 basis points and finished the
week at 6.74%. The price of gold dropped 0.9%.
Crude oil prices rose 4.1%, ending the week at

mittee  meeting  this $81.02 per barrel. The U.S. dollar traded higher on
week. .
the forex market on speculations that other central
backs will cut interest rates before the Fed, due to
deep economic slowdown overseas. The greenback
gained 1.4% against the Japanese Yen and 0.4%
against the Euro.
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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
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Treasury  securities  and
agency debt and agency
mortgage-backed securities,

announced plans. The Com-
mittee is strongly committed
to returning inflation to its 2

reducing its holdings of as described in its previously  percent objective.”
Avg. for: Prime Fed 2-Yr. 10-Yr. 30-Yr 30-Yr
Funds Note Treasury Bond Mortgage

1%t Qtr ‘24 8.50 5.35 5.33 5.26 4.43 4.12 4.31 6.7
2 Qtr 8.50 5.36 5.36 5.29 452 4.19 4.36 6.7
3 Qtr 8.25 5.13 5.11 5.12 4.54 4.19 4.39 6.7
4% Qtr 8.00 4.88 4.86 4.85 4.54 4.22 4.42 6.6
1%t Qtr ‘25 7.66 4.54 4.52 4.55 4.45 4.23 4.44 6.5
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FINANCIAL MARKET SUMMARY

As of

3/15/2024

As of
3/8/2024

MONEY MARKETS (Changes in BPs)

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

3 Months 5.48 5.46 2 4

6 Months 5.38 5.34 7 5
1 Year 5.05 4.92 13 7 10
2 Years 4.72 4.48 24 8 28
5 Years 4.33 4.06 27 4 42
10 Years 4.31 4.09 22 1 40
30 Years 4.43 4.26 17 (2) 43
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.81 2.78 3 (2) 27
5-Year Muni 2.44 2.41 3 (5) 17
10-Year Muni 2.45 2.46 1) (4) 11
30-Year Muni 3.65 3.65 0 (6) 18
30-Year Conventional Mortgage 6.74 6.88 (14) 3) (21)
MARKET INDICATORS (Changes in %)

DJIA 38,714.77 38,722.69 (0.0) 0.2 3.8
S&P 500 5,117.09 5,123.69 (0.1) 2.2 8.4
NASDAQ 15,973.17 16,085.11 (0.7) 1.3 7.8
CRB Futures 328.85 319.25 3.0 4.8 8.8
Oil (WTI Crude) 81.02 77.83 4.1 5.8 13.7
Gold 2,158.06 2,177.82 (0.9) 7.2 6.8
Yen / Dollar 149.05 147.10 1.3 (0.1) 2.8
Dollar / Euro 1.09 1.09 0.4) 1.0 (0.0)
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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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