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Summary

The stock market ended the short trad-
ing week (Wall Street was closed on
Friday) with mixed results. The Dow
Jones Industrial Average gained 0.8%
and the S&P 500 rose 0.4%, both hit-
ting new record highs. The NASDAQ,
however, lost 0.3%.

The third estimate for 4t quarter real
GDP came in at 3.4%, helped by an
upward revision to consumer spend-
ing. This is up from 3.2% in the second
estimate and 3.3% in the advance es-
timate. The GDP Price Deflator held
steady at 1.6% against expectations of
an upward revision to 1.7%). New
home sales disappointed analysts who
were expecting a big jump In February.
Meanwhile, home prices kept climbing
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in February, which, together with
higher mortgage rates, are keeping po-
tential buyers away. Mortgage rate ap-
plications were down for the week end-
ing March 23, extending the previous
week's decline. Total durable orders
recovered a little in February after a
poor January that saw new orders de-
cline almost 7%. Excluding volatile air-
craft and defense capital goods, new
orders for core capital goods were up
0.7%.

Nominal personal income increased
0.3% in February, slightly below the
0.4% expectation. Consumer spend-
ing, instead, surprised analysts, with
February’s spending up 0.8% for the
month—twice as much as expected.

Number

Consensus

The PCE price index increased 0.3% in
February, raising the 12-month change
in the price index to 2.5% from 2.4% in
January. This slight uptick in the PCE
index was within expectations given
the readings of the CPI and PPI earlier
this month.

The University of Michigan report indi-
cates an improvement in consumer
sentiment for March, but the Confer-
ence Board’s consumer confidence In-
dex showed little overall change.

The labor market remains strong. Initial
jobless claims, a leading indicator, de-
creased by 2,000 to 210,000 for the
week ending March 23. Continuing job-
less claims for the week ending March
9 increased by 24,000 to 1.819 million.

Last Week: Indicator Reported Expectation* Comment

New Home Sales (Feb — Mo 10:00) 662 TUAR 680 TUAR Prior: 664 TUAR
Durable Orders (Feb — Tu 8:30) +1.4% +1.3% Core Capital Goods Orders: +0.7%
S&P Case-Shiller Home Price Index (Feb — Tu 9:00) +6.6% +6.7% Prior: +6.2%
Consumer Confidence (Mar — Tu 10:00) 104.7 106.7 Prior: 104.8
MBA Mortgage Applications Index (03/23—- Th 7:00) -0.7% NA Prior: -1.6%
Initial Claims (03/23 — Th 8:30) 210K 212K

Continuing Claims (03/16 — Th 8:30) 1819K NA 1795K

GDP - Third Estimate (Q4 — Th 8:30) +3.4% +3.2%

GDP Deflator - Third Estimate (Q4 — Th 8:30) +1.6% +1.7%

U of Michigan Consumer Sentiment — Final (Mar — Th 10:00) 79.4 76.5 Prior: 76.9
Personal Income (Feb - Fr 8:30) +0.3% +0.4%

Personal Spending (Feb — Fr 8:30) +0.8% +0.4%

PCE Prices (Feb — Fr 8:30) +0.3% + 0.4%

Next Week: Indicator

Consensus

Comment

Expectation*

ISM Manufacturing Index (Mar — Mo 10:00) 48.5% 47.8%
Construction Spending (Feb — Mo 10:00) +0.6% -0.2%
Factory Orders (Feb — Tu 10:00) +1.0% -3.6%
JOLTS - Job Openings (Feb — Tu 10:00) NA 8.863M
Initial Claims (03/30 — Th 8:30) 214K 210K
Continuing Claims (03/23 — Th 8:30) NA 1819K
Trade Balance (Feb — Th 8:30) -$66.0B -$67.4B
Nonfarm Payrolls (Mar — Fr 8:30) 200K 275K Prior Nonfarm Private Payroll: 223K
Avg. Hourly Earnings (Mar — Fr 8:30) +0.3% +0.1%
Unemployment Rate (Mar — Fr 8:30) 3.8% 3.9%
Consumer Credit (Feb — Fr 15:00) ~NA ~ $19.5B
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Economic Review

DURABLE GOOD ORDERS
rose 1.4% in February after
falling almost 7% in January
according to the United
States Census Bureau. A big
driver of the rebound can be
attributed to the 3.3% in-
crease in orders for transpor-
tation goods. Among all dura-
bles, capital goods orders in-
creased 1.9% for the month,
a result of a 4.4% increase in
orders for nondefense capital
goods and a 12.7% decrease
in orders for defense capital
goods. Among other key cat-
egories, new orders for pri-
mary metals were up 1.4%
month-over-month, new or-
ders for fabricated metals
were up 0.8%, new orders for
machinery were up 1.9%, and
new orders for computers and
electronic  products  were
down 1.4%. Year-over-year
orders for durable goods were
up 1.8%, with nondefense
capital goods orders, exclud-
ing aircraft (a proxy for busi-
ness spending) up 1.3%.

PERSONAL INCOME in-
creased 0.3% ($66.5 billion)
in  February  month-over-
month, according to esti-
mates released by the Bureau
of Economic Analysis. Dis-
posable personal income
(personal income less per-
sonal current taxes) was up
0.2% for the month, but after
accounting for inflation, it was
down 0.1%. PERSONAL
SPENDING accelerated in
February. Personal consump-
tion expenditures increased
0.8% ($145.5 billion) from
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January, the largest monthly
increase in a year. Even after
adjusting for inflation, per-
sonal spending remained ele-
vated at 0.4% month over
month, with spending on ser-
vices up 0.6% and spending
on goods up 0.1%. Within ser-
vices, the largest contributors
to the increase were other
services (led by international
travel), and transportation
services (led by air transpor-
tation). The personal savings
rate as a percentage of dis-
posable income inched down
to 3.6% from 3.8% in January.

NEW HOME SALES were
mostly flat in February at a
seasonally adjusted annual
rate of 662,000 units. On av-
erage, new home sales are
up 5.9% from a year ago, with
large regional variability. New
home sales have increased
the most in the Northeast
(+60.9% year-over-year), fol-
lowed by the West (+43.4%).
Sales of new homes were up
15.3% in the Midwest and
down 10% in the South on a
year-over-year basis. Con-
trary to the sale price of exist-
ing homes which has contin-
ued to rise (5.6% in Febru-
ary), the median price of new
homes is down 7.6% from a
year ago to $400,500. Febru-
ary marked the sixth consec-
utive month of a year-over-
year decline in the median
selling price. The average
sales price fell 2.8% to
$485,000.
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Fed Speeches

Governor Christopher J.
Waller talked at the Eco-
nomic Club of New York on
March 27. In his presenta-
tion, Governor Waller com-
pared the performance of
the U.S. economy in 2023
with the first months of 2024
for the key indicators that
are closely watched by the
FOMC.

“We made a lot of head-
way toward our inflation
goal in 2023, and the la-
bor market moved sub-
stantially into better bal-
ance, all while holding
the unemployment rate
below 4 percent for
nearly two years. But
the data we have re-
ceived so far this year
has made me uncertain
about the speed of con-
tinued progress.”

Several readings of inflation
for January and February
have come in hotter than an-
ticipated, pushing the opin-
ion within the FOMC mem-

committee gathers stronger
evidence that prices are on
a trajectory toward the Fed'’s
target inflation of 2%. While
the median prediction of in-
terest rate cuts for 2024 dur-
ing the last FOMC meeting
held steady at three, the
number of members that re-
duced their forecast to two
cuts increased. Of course,
holding a restrictive mone-
tary policy for too long has
its intrinsic risks. However, a
stronger labor market (un-
employment rate remains
below 4%) and sustained
expected growth in the first
quarter of 2024 (analysts in
the Blue Chip survey expect
GPD to grow at an annual-
ized rate of 2%) give the
governor the confidence the
rate cut can wait:

“The risk of waiting a lit-
tle longer to cut rates is
significantly lower than
acting too soon. Cutting
the policy rate too soon
and risking a sustained
rebound in inflation is

Financial Markets

Last week, the stock market ended with mixed re-
sults. The Dow Jones Industrial Average and the
S&P 500 advanced 0.8% and 0.4% respectively.
Both the Dow Jones and the S&P 500 are at an all-
time high. The NASDAQ instead receded by 0.3%.
The treasury yields remained mostly unchanged.
The average 30-year conventional mortgage rate
dropped 8 points and finished the week at 6.79%.
The price of gold settled at $2,229.87, the highest
finish on record. Crude oil prices gained 2.8%, end-
ing the week at $83.17 per barrel. The U.S. dollar
traded flat against the Japanese Yen and lost 0.2%
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 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

WEEKLY ECONOMIC UPDATE

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.”

Fed 2-Yr. 10-Yr. 30-Yr 30-Yr

Funds Note Treasury Bond Mortgage
2M Qtr 24 8.50 5.36 5.36 5.37 4.53 4.21 4.36 6.76
31 Qtr 8.25 5.13 5.11 5.20 4.54 4.22 4.36 6.67
4™ Qtr 8.00 4.88 4.86 5.04 4.54 4.22 4.43 6.61
1%t Qtr 25 7.67 4.54 452 4.73 4.44 4.24 4.44 6.51
2M Qtr 7.33 4.21 4.19 4.37 4.31 4.25 4.46 6.41
March 2024

FINANCIAL MARKET SUMMARY

As of

3/29/2024

As of
3/22/2024

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0 0
Secured Overnight Financing Rate (SOFR) 5.33 5.31 2 1 (5)
Fed Funds (Wed close) 5.33 5.33 0 0
TREASURIES (BE) (Changes in BPs)
3 Months 5.46 5.46 0 4 6
6 Months 5.38 5.34 4 11 12
1 Year 5.03 4.98 5 9 24
2 Years 4.59 4.59 0 5 36
5 Years 4.21 4.20 1 4 37
10 Years 4.20 4.22 (2 1 32
30 Years 4.34 4.39 (5) 1 31
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.99 2.89 10 17 49
5-Year Muni 2.52 2.48 4 5 30
10-Year Muni 2.52 2.48 4 5 25
30-Year Muni 3.73 3.69 4 3 33
30-Year Conventional Mortgage 6.79 6.87 (8) (15) 18
MARKET INDICATORS (Changes in %)
DJIA 39,807.37 39,475.90 0.8 1.8 5.6
S&P 500 5,254.35 5,234.18 0.4 2.3 10.2
NASDAQ 16,379.46 16,428.82 (0.3) 0.6 9.1
CRB Futures 336.03 330.50 1.7 5.2 115
Oil (WTI Crude) 83.17 80.90 2.8 8.6 13.1
Gold 2,229.87 2,166.06 2.9 7.0 8.1
Yen / Dollar 151.35 151.37 (0.0) 0.6 6.3
Dollar / Euro 1.08 1.08 (0.2) (0.4) (2.2)
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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