WEEKLY ECONOMIC UPDATE

Summary

Last week, the U.S. stock market
extended the previous two weeks’
gains. The Dow Jones Industrial
Average advanced 2.2%, the S&P 500
gained 1.9%, and the NASDAQ rose
1.1%. Last week was a slow week for
economic reports. Consumer credit
outstanding expanded $6.3 billion in
December. Nonrevolving credit rose
$6.1 billion while revolving credit only
increased by $0.2 billion as consumer
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spending habits continue to be ham-
pered by high interest rates. Wholesale
inventories were down 0.4% in March
and fell 2.3% on a year-over-year ba-
sis. The inventory-to-sales ratio, which
measures how long it would take to
clear shelves at the current sales pace,
inched up to 1.35 months in March
from 1.34 in February. Initial jobless
claims increased by 22,000 to 231,000
for the week ending May 4" — the

highest count since August 2023. Con-
tinuing jobless claims for the week end-
ing April 27" increased by 17,000 to
1.785 million. The elevated count in in-
itial claims suggests a potential soften-
ing in the labor market that may en-
courage the Fed to begin rate cuts in
the coming months. The April Treasury
Budget grew to a surplus of $209.5 bil-
lion, compared to $176.2 billion one
year ago.

Last Week: Indicator R’\leupmo:)tgj gg;sstna?ilcjasn* Comment
Consumer Credit (Mar — Tu 3:00) $6.3 Bil. $15.3 Bil.

MBA Mortgage Applications Index (5/4 — We 7:00) +2.6% NA

Wholesale Inventories (Mar — We 10:00) -0.4% -0.4%

Initial Claims (5/4 — Th 8:30) 231K 213K Highest count since August 2023
Continuing Claims (4/27 — Th 8:30) 1,785K NA

Treasury Budget (Apr — Fr 2:00) $209.5 Bil NA

Next Week: Indicator Eg;gcetr;:fn Prior Comment
PPI (Apr — Tu 8:30) +0.3% +0.2%

Core PPI (Apr = Tu 8:30) +0.2% +0.2%

CPI (Apr —Tu 8:30) +0.4% +0.4%

Core CPI (Apr —Tu 8:30) +0.3% +0.4%

Retail Sales (Apr — Tu 8:30) +0.4% +0.7%

Retail Sales ex-Auto (Apr —Tu 8:30) +0.2% +1.1%

Business Inventories (Mar — Tu 10:00) +0.0% +0.4%

NAHB Housing Market Index (May — Tu 10:00) 51 51

Initial Claims (5/11 — Th 8:30) 218K 231K

Continuing Claims (5/4 — Th 8:30) NA 1,785K Not available
Housing Starts (Apr — Th 8:30) 1,440K 1,321 TUAR

Building Permits (Apr — Th 8:30) 1,488K 1,458 TUAR

Capacity Utilization (Apr — Th 9:15) 78.4% 78.4%

Industrial Production (Apr — Th 9:15) +0.2% +0.4%

Leading Indicators (Apr — Fr 10:00) -0.3% -0.3%

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

CONSUMER CREDIT in-
creased at a much slower
pace than expected in March
— rising by $6.3 billion com-
pared to an estimated gain of
$15.3 billion. Nonrevolving
credit accounted for $6.1 bil-
lion of that increase. Revolv-
ing credit accounted for the
remaining $0.2 billion. In the
first quarter of 2024, con-
sumer credit increased at a
seasonally adjusted annual
rate of 3.2%, with revolving
credit increasing 5.7% to
$1.338 trillion and nonrevolv-
ing credit increasing 2.2% to
$3.721 trillion. Consumer
credit increased at an annual
rate of 1.5% for the month of
March, down from a rate of
3.6% in February. Credit-card
borrowing (revolving credit)
inched up 0.1% in March fol-
lowing a 9.7% jump in the pre-
vious month. The month-
over-month increase was the
slowest pace since April 2021
as consumers continue to feel
the effects of high interest
rates on their spending hab-
its.

INITIAL UNEMPLOYMENT
CLAIMS increased by 22,000
to 231,000 for the week end-
ing May 4" — the highest
count since August 2023. The
increase brought the four-
week moving average up by
4,750 to 215,000. Continuing
jobless claims for the week
ending April 27" rose by
17,000 to 1,785,000. The
four-week moving average for
continuing claims, however,
decreased by 6,250 to
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1,781,000. The elevated
count in initial claims sug-
gests a potential softening in
the labor market that may en-
courage the Fed to begin rate
cuts in the coming months.

The April TREASURY
BUDGET showed a surplus of
$209.5 billion, bringing the
trailing 12-month deficit to
-$1.63 trillion, an improve-
ment from March’s $1.66 tril-
lion. The April surplus is due
to receipts ($776.2 billion)
outpacing outlays ($566.7 bil-
lion). Individual income taxes
were the largest source of re-
ceipts in April ($482 billion),
followed by social insurance
& retirement receipts ($181
billion), corporate income
taxes ($92 billion), and excise
taxes ($7 billion). Outlays,
were at nearly the same level
from a year ago. Interest on
the U.S. government's debt,
at $85 hillion, was the second
largest outlay in April after
monthly Social Security pay-
ments of $122 billion. This
contributed to the fiscal year-
to-date  deficit  reaching
$855.2 hillion, which is 8%
lower than in the same period
a year ago. Overall, individual
tax receipts coming in higher
than the prior year reflects a
stronger economy. Higher in-
terest rates, however, are
also driving higher outlays for
net interest costs.
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Fed Speeches

Governor Lisa D. Cook ad-
dressed participants at the
Brookings Institution in Wash-
ington, D.C. on May 8 in a
speech titled “Current Assess-
ment of Financial Stability.” The
Governor addressed the Fed-
eral Reserve’s role in ensuring
financial stability throughout
the U.S. economy:

“As the U.S. and global finan-
cial system continues to grow
and evolve in complexity, the
Fed's work on financial stability
only becomes more important.
A stable and resilient financial
system is essential for the
Federal Reserve to achieve its
dual mandate of maximum-
employment and price-stability.
Our financial stability work also
informs our approach and pri-
orities to the supervision and
regulation of banking organiza-
tions, our coordination with do-
mestic regulatory agencies,
and our engagements with in-
ternational bodies such as the
Financial Stability Board.”

Governor Cook also spoke on
the current state of commercial
real estate (CRE) markets:

“As of the fourth quarter of last
year, banks accounted for a bit
more than half of the $6 trillion
in outstanding debt backed by
CRE... much of that exposure
is in smaller regional and com-
munity banks. On average,
CRE loans make up only about
5 percent of total assets at
large banks but around 30 per-
cent of assets at smaller
banks. Those high concentra-
tions have caused us to step
up our supervisory work with
community and regional banks
that have significant CRE con-
centrations and to augment
our regulatory data for this
sector. For instance, data
available from SEC Form 10-Q
filings suggest that office expo-
sures account for a small
share of most regional banks'
CRE loans. All told, | view
CRE risks currently as sizable
but manageable, and | will be
paying close attention to the
sector in the short and medium
run.”

WEEKLY ECONOMIC UPDATE

Financial Markets

Last week, the U.S. stock market extended the previ-
ous two weeks’ gains. The Dow Jones Industrial Av-
erage advanced 2.2%, the S&P 500 gained 1.9%,
and the NASDAQ rose 1.1%. Yields of medium- and
short-term treasury securities rose slightly this week
with the longer-term yields dropping slightly. The av-
erage 30-year conventional mortgage rate receded
by 13 bps, finishing at 7.09%. The price of gold was
back up 2.6%. Crude oil slightly increased by 0.3%
with tensions in the Middle East heating up once
more. The U.S. Dollar gained 1.9% against the Japa-
nese Yen following a significant decrease last week.
The dollar remained mostly steady against the Euro,
gaining a meager 0.1%.
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Interest Rate Forecast*®

During the Fed's May policy
meeting, the Federal Open
Market Committee (FOMC)
kept the federal funds rate
target at 5.25% to 5.50%. In the
statement released following
the meeting, the FOMC said,
“The Committee does not ex-
pect it will be appropriate to re-
duce 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 Treasury securities and

WEEKLY ECONOMIC UPDATE

agency debt and agency mort-
gage-backed securities. Begin-
ning in June, the Committee will
slow the pace of decline of its

securities holdings by reducing
the monthly redemption cap on
Treasury securities from $60
billion to $25 billion.”

Avg. for: S Fed 2-Yr. 10-Yr. 30-Yr 30-Yr
Funds Note Treasury Bond Mortgage

2" Qtr ‘24 8.50 5.34 5.34 5.35 4.84 4.58 4.66 6.92
34 Qtr 8.50 5.38 5.36 5.38 4.79 4.46 4.57 6.81
4" Qtr 8.34 5.21 5.19 5.27 4.76 4.33 4.48 6.70
1% Qtr 25 8.00 4.88 4.86 4.97 4.67 4.32 4.50 6.61
2" Qtr 7.67 4.54 4.52 4.62 4.55 4.33 4.52 6.51
April 2024

FINANCIAL MARKET SUMMARY

As of

5/10/2024

MONEY MARKETS (Changes in BPs)

As of
5/03/2024

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 5.47 5.45 2 3
6 Months 5.43 5.41 2 17
1 Year 5.17 5.12 5 4 31
2 Years 4.87 4.81 6 1) 39
5 Years 4.52 4.48 4 2) 38
10 Years 4.50 4.50 0 0 33
30 Years 4.64 4.66 (2) 3 27
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 3.33 3.20 13 17 54
5-Year Muni 2.68 2.74 (6) 1) 23
10-Year Muni 2.65 2.72 (7) (4) 14
30-Year Muni 3.85 3.92 @) (5) 19
30-Year Conventional Mortgage 7.09 7.22 (13) 21 45
MARKET INDICATORS (Changes in %)

DJIA 39,512.84 38,675.68 2.2 4.0 2.2
S&P 500 5,222.68 5,127.79 1.9 1.9 3.9
NASDAQ 16,340.87 16,156.33 1.1 1.0 2.2
CRB Futures 337.20 333.41 1.1 (2.4) 6.9
Oil (WTI Crude) 78.30 78.08 0.3 9.7) 8.4
Gold 2,361.89 2,301.74 2.6 0.7 15.8
Yen / Dollar 155.77 152.92 1.9 2.7 5.0
Dollar / Euro 1.08 1.08 0.1 1.2 (0.2)
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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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