WEEKLY ECONOMIC UPDATE

Summary

Last week, Wall Street saw its best per-
formance since the beginning of the
year. This came after the news that the
Federal Open Market Committee
(FOMC) is still on track for three rate
cuts later this year. The Dow Jones In-
dustrial Average increased 2%, the
S&P 500 rose 2.3%, and the NASDAQ
soared 2.9%.

Several reports pointed to a strong
economy in February. Analysts ex-
pected The Conference Board’s Lead-
ing Economic Index to decrease again
in February. Instead, the index in-
creased 0.1%—the first time since
February 2022. Despite February’s in-
crease, the Index still suggests some
headwinds to growth going forward.

ECONOMIC RELEASES

The Conference Board expects annu-
alized US GDP growth to slow over the
second and third quarter 2024, as ris-
ing debt and elevated interest rates
weigh on consumer spending.

There was some recent good news
from the housing market as well. On
Monday, the Census Bureau reported
better-than-expected housing starts
and building permits for February,
which are expected to bring some relief
to a supply-constrained housing mar-
ket. February's existing home sales
rose to a seasonally adjusted annual
rate of 4.38 million from 4.00 million in
January, despite analysts having fore-
cast a decline to 3.92 million. The Feb-
ruary pace of sales approached last

year's peak of 4.55 million, even
though the average 30-year mortgage
rate has increased by about 50 basis
points since that time. The impact of
the higher mortgage rate can be seen
in the share of all-cash offers which
made up 33% of transactions in Febru-
ary— up from 32% in January and 28%
one year ago. The MBA Mortgage Ap-
plication Index for the week ending
March 16 declined 1.6% compared to
the week before.

The labor market remains strong. Initial
jobless claims, a leading indicator, de-
creased by 2,000 to 210,000 for the
week ending March 16. Continuing job-
less claims for the week ending March
9 increased by 4,000 to 1.807 million.

Last Week: Indicator é\leupmo:)tgd gsg;s;?i%sn* Comment
Housing Starts (Feb — Tu 8:30) 1,521 TUAR 1,435 TUAR
Building Permits (Feb — Tu 8:30) 1,518 TUAR 1,485 TUAR
MBA Mortgage Applications Index (03/16— Th 7:00) -1.6% NA
Initial Claims (03/16— Th 8:30) 210K 216K
Continuing Claims (03/09- Th 8:30) 1807K NA
Existing Home Sales (Feb — Fr 10:00) 4.38 MUAR 3.92 MUAR
Leading Economic Index Prices (Feb — Fr 10:00) +0.1% -0.2%
Next Week: Indicator Eggzgr;ilinsn* Prior Comment
New Home Sales (Feb — Mo 10:00) 680 TUAR 661 TUAR
Durable Orders (Feb — Tu 8:30) +1.3% -6.1% Durable Goods —ex transportation: -0.3%
S&P Case-Shiller Home Price Index (Feb — Tu 9:00) +6.7% +6.1%
Consumer Confidence (Feb — Tu 10:00) 106.7 106.7
MBA Mortgage Applications Index (03/23—- Th 7:00) NA -1.6%
Initial Claims (03/23 = Th 8:30) 213K 210K
Continuing Claims (03/16 — Th 8:30) NA 1807K
GDP - Third Estimate (Q4 — Th 8:30) +3.2% +3.2%
GDP Deflator - Third Estimate (Q4 — Th 8:30) +1.7% +1.6%
U of Michigan Consumer Sentiment — Final (Mar — Th 10:00) 76.5 76.5
Personal Income (Feb - Fr 8:30) +0.4% +1.0%
Personal Spending (Feb — Fr 8:30) +0.4% +0.2%
PCE Prices (Feb — Fr 8:30) ~ +0.4% ~+0.3%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

HOUSING  STARTS in-
creased 10.7% in February
month-over-month to a sea-
sonally adjusted annual rate
of 1.521 million, according to
the U.S. Census Bureau. This
includes 1.13 million starts of
single-family units (+11.6 %
from January) and 377 thou-
sand units in buildings with
five units or more. Regionally,
single-unit housing starts in-
creased 16.4% in the North-
east, 40.2% in the Midwest,
and 16.6% in the South but
decreased 15.4% in the West.
Year-over-year housing starts
are 5.9% above the February
2023 rate. Housing comple-
tions in February were up at a
seasonally adjusted annual
rate of 1.73 million. This is
19.7% above the January es-
timate and 9.6% above Feb-
ruary 2023. Building permits
in February checked in at a
seasonally adjusted annual
rate of 1.52 million. This is
1.9% above the January rate
and 2.4% above the February
2023 rate.

INITIAL JOBLESS CLAIMS
for the week ending March 16
decreased by 2,000 to
210,000 led by a drop in initial
claims in New York (-14,583).
Oregon was the only state to
report an increase in initial
claims larger than 1,000
(+2,216). The four-week mov-
ing average for initial claims
increased slightly to 211,250
from the previous week's av-
erage of 208,750. As of
March 9, the four-week mov-
ing average for continuing
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claims increased by only
5,000 to 1.8 million. Year over
year, continuing claims are up
from 1.68 million.

EXISTING HOME SALES in-
creased 9.5% month-over-
month in February to a sea-
sonally adjusted annual rate
of 4.38 million. This was the
sharpest increase in a year,
though sales were still down
3.3% from the same period a
year ago. Month-over-month
sales increased the most in
the West (+16.4%) followed
by the South (+9.8%) and the
Midwest (+8.4%). Month-
over-month sales were flat in
the Northeast. Notwithstand-
ing these promising numbers,
unsold inventory still sits at
around a 3-month supply at
the current sales pace— well
below the 6-month supply typ-
ically associated with a more
balanced market. The median
existing-home price for all
housing types increased
5.7%  year-over-year to
$384,500, the eighth consec-
utive month of year-over-year
price increases. The median
price for single-family homes
rose 5.6% year-over-year to
$388,700.
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Fed Speeches

The FOMC met on March
19-20 to review the U.S.
economic and financial con-
ditions and determine the
appropriate stance of mone-
tary policy. The committee
decided to leave the federal
funds target rate unchanged
at 5.25-5.50% for the 5th
straight meeting.

“The Committee does
not expect it will be ap-
propriate to reduce the
target range until it has
gained greater confi-
dence that inflation is
moving sustainably to-
ward 2 percent.”

At the March meeting, par-
ticipants submitted their pro-
jections of the most likely

federal fund target rate.
Compared to last Decem-
ber's median projections:

e Year-over-year real
GDP growth for the
last quarter of 2024
was raised to 2.1%
from 1.4%.

e The average unem-
ployment rate in the
last quarter of 2024

was lowered to
4.0% from 4.1%.

e Year-over-year
PCE for the last

quarter of 2024 was
unchanged at 2.4%.

The median forecast of the
federal fund target rate at
the end of 2024 was 4.6%,
and the median forecast of

Financial Markets

Last week, the stock market ended on a positive
note. The Dow Jones Industrial gained 2%, the S&P
500 rose 2.3%, and the NASDAQ soared 2.3% to a
new record high. The news that the Fed is still on
track for three interest rate cuts this year sent the
price of Treasury securities up (and yields down).
The yield on the 10-year bonds dropped nine basis
points (bps), 37 bps below the 2-year bonds. The
yield of the 10-year bonds has been below the yield
of the 2-year bond since July 2022, surpassing the
previous record of a 624-day inversion in 1978. The
average 30-year conventional mortgage rate rose 13
points and finished the week at 6.87%. The price of
gold gained 0.4%. Crude oil prices fell 0.1%, ending
the week at $80.90 per barrel. The greenback con-
tinued to strengthen its position in the forex market
gaining 1.6% against the Japanese Yen and 0.7%
against the Euro.

Selected Interest Rates
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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 March 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 10-Yr. 30-Yr 30-Yr
Funds 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

February 2024

FINANCIAL MARKET SUMMARY

As of

3/22/2024

As of
3/15/2024

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0 0
Secured Overnight Financing Rate (SOFR) 5.31 5.31 0 1 0
Fed Funds (Wed close) 5.33 5.33 0 0
TREASURIES (BE) (Changes in BPs)
3 Months 5.46 5.48 2) 0 2
6 Months 5.34 5.38 (4) 2
1 Year 4.98 5.05 @) @) 16
2 Years 4.59 4.72 13) (8) 28
5 Years 4.20 4.33 (13) (8) 33
10 Years 4.22 4.31 9) (4) 32
30 Years 4.39 4.43 (4 2 34
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.89 2.81 8 6 38
5-Year Muni 2.48 2.44 4 0 25
10-Year Muni 2.48 2.45 3 0 20
30-Year Muni 3.69 3.65 4 2 27
30-Year Conventional Mortgage 6.87 6.74 13 3) 20
MARKET INDICATORS (Changes in %)
DJIA 39,475.90 38,714.77 2.0 0.9 5.6
S&P 500 5,234.18 5,117.09 2.3 2.9 10.1
NASDAQ 16,428.82 15,973.17 2.9 2.7 9.6
CRB Futures 330.50 328.85 0.5 5.9 8.6
Oil (WTI Crude) 80.90 81.02 (0.2) 2.1 12.9
Gold 2,166.06 2,158.06 0.4 6.4 5.5
Yen / Dollar 151.37 149.05 1.6 0.8 6.4
Dollar / Euro 1.08 1.09 0.7) (0.1) 6.9
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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