WEEKLY ECONOMIC UPDATE

Summary

Another week of big gains for the stock
market with the Dow Jones finishing for
the first time above 40,000. The S&P
500 gained 1.5% and the NASDAQ
rose 2.1%.

Last week was heavy on inflation
reports. The April CPI increased by a
smaller-than-expected 0.3%. Exclud-
ing food and energy prices, the core
CPl also increased 0.3%— a decelera-
tion from the March 0.4% increase.
Still, the Fed will likely watch and wait
a little longer before cutting back on the
federal funds target rate. At a 3.8%
annual growth rate, core CPlI is still far
from the 2% target. Moreover, the PPI
reading (a leading indicator of future
inflation) came in hotter than expected.
Import-export prices also accelerated

0.9% from 0.6% in March. Import
prices excluding oil grew 0.7%. Export
prices increased 0.5% in April from
0.1% in March. Excluding agriculture
products, export prices were up 0.7%.
Sales were flat month-over-month in
April despite expecting a 0.4% growth.
Auto sales were a key reason for this
disappointing result. Excluding autos,
sales were up 0.2%, which was in line
with expectations. Industrial production
also missed analysts' expectations.
Output was flat for the month of April
versus an anticipated 0.2% increase.
March production was also down-
wardly revised to 0.1% from 0.4%.
Housing starts increased 5.7% month-
over-month in April to a seasonally ad-
justed annual rate of 1.360 million

declined 3.0% month-over-month to a
seasonally adjusted annual rate of
1.44 million. The Conference Board’s
Leading Economic Index continued to
fall in April. The decline was driven by
a worsening in consumer sentiment,
new orders, the negative yield spread,
and building permits. While the index
no longer signals a recession, it points
to severe headwinds in 2024. The level
of initial jobless claims remains sup-
portive of an economy that is not steer-
ing toward recession. Initial jobless
claims decreased by 10,000 to
222,000 for the week ending May 11.
Continuing jobless claims for the week
ending April 27™ increased by 13,000
to 1,794 million.

in April. April import prices increased units. However, building permits
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Last Week: Indicator geup?ﬁzz Eg;:gtr;ilfn* Comment
PPI (Apr — Tu 8:30) +0.5% +0.3%
Core PPI (Apr — Tu 8:30) +0.5% +0.2%
CPI (Apr — Tu 8:30) +0.3% +0.4%
Core CPI (Apr — Tu 8:30) +0.3% +0.3%
Retail Sales (Apr — Tu 8:30) +0.0% +0.4% Retail Sales ex-Auto: +0.2%
Initial Claims (5/11 — Th 8:30) 222K 218K
Continuing Claims (5/4 — Th 8:30) 1,794K NA
Housing Starts (Apr — Th 8:30) 1,360 TUAR 1,440 TUAR
Building Permits (Apr — Th 8:30) 1,440 TUAR 1,488 TUAR
Import Prices (Apr — Th 8:30) 0.9% NA Import Prices ex-oil: 0.7%
Export Prices (Apr — Th 8:30) 0.5% NA Export Prices ex-ag. : 0.7%
Industrial Production (Apr —Th 9:15) +0.2% +0.2%
Leading Indicators (Apr — Fr 10:00) -0.3% -0.3%
Next Week: Indicator Egg:c?tna?i%sn* Prior Comment
MBA Mortgage Applications Index (5/18 — We 7:00) NA +0.5%
Existing Home Sales (Apr — We 10:00) 4.20 MUAR 4.19 MUAR
Initial Claims (5/18 — Th 8:30) 219K 222K
Continuing Claims (5/11 — Th 8:30) NA 1,794K
New Home Sales (Apr — Th 10:00) 680 TUAR 693 TUAR
Durable Orders (Apr — Fr 8:30) -0.8% +2.6%
Durable Goods —ex transportation (Apr — Fr 8:30) +0.2% +0.2%
U. of Michigan Consumer Sentiment - Final (Apr — Fr 10:00) 67.6 67.4
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

On a year-over-year basis, to-
tal CPI was up 3.4% in April,
down from 3.5% in March.
Core CPI, which excludes
food and energy prices, was
up 3.6%, down from 3.8% in
March. The all items less
food, energy, and shelter in-
dex was up 2.1% year-over-
year, in line with the Fed’s in-
flation target. This indicates
that housing remains the root
cause of sustained inflation.
While the overall reading was
in line with market expecta-
tions, there were some sur-
prises at the regional level.
Consumer prices accelerated
to the highest level in a year
or more in New York (3.8%),
San Francisco (3.8%), Phila-
delphia (4.0%), and St. Louis
(4.1%). Inflation was lowest in
Phoenix at 2.6%. Overall,
April’'s improvement is a small
but encouraging sign that the
Fed will implement a rate cut
later this year.

Advance estimates of U.S.
RETAIL AND FOOD SER-
VICES SALES for April 2024,
adjusted for seasonal varia-
tion but not for price changes,
were $705.2 billion— virtually
unchanged from the previous
month but up 3.0% above
April 2023. After adjusting for
inflation, sales have been flat
over the last 12 months.
Month-over-month, sales
have increased 0.5% at build-
ing material stores, 0.8% at
food services and drinking
places, 3,1% at gasoline sta-
tions, 1.2% at electronic and
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appliance stores, and 1.6% at
clothing stores. On the other
hand, sales have declined
0.8% at motor vehicle and
parts dealerships, 0.5% at fur-
niture stores, and 0.3% at
general merchandising stores
(including department
stores). Non-store retailer
sales fell 1.2% month-over-
month following a 2.5% in-
crease in March. Overall, the
Census Bureau report indi-
cates increased discernment
on the part of the consumer
with discretionary spending
activity.

Total INDUSTRIAL PRO-
DUCTION was unchanged
month-over-month in  April.
The capacity utilization rate
dipped to 78.4% from 78.5%
in March. Total industrial pro-
duction was down 0.4% from
a year ago while the capacity
utilization rate was 1.2 per-
centage points below its long-
run average. Manufacturing
output, the largest component
of industrial production, de-
clined 0.3% over the month,
with durable manufacturing
down 0.5% and nondurable
output down 0.1%. Mining
production declined 0.6%,
while the output of utilities in-
creased 2.8%. Overall, the
Federal Reserve report points
to a weakening in output pro-
duction, which goes hand-in-
hand with a lower growth out-
look.
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Fed Speeches

Governor Michelle Bowman
spoke at the Pennsylvania
Banker Association 2024 con-
vention on May 17. In her
opening remarks, the Governor
presented an overview of the
economy, monetary policy, and
banking regulation:

“After seeing considera-
ble progress on slowing
inflation last year, we
have not yet seen further
progress this year.”

Governor Cook pointed out
that the labor market has come
into a better balance mostly
thanks to an increase in the

rents, as additional hous-
ing supply may take time
to materialize.”

While Governor Cook remains
positive that inflation will de-
cline further under the current
monetary policy, she did not
exclude the possibility of fur-
ther tightening:

“While the current stance
of monetary policy ap-
pears to be at a restrictive
level, | remain willing to
raise the target range for
the federal funds rate at a
future meeting should the
incoming data indicate
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Financial Markets

Last week, the U.S. stock market continued its recent
rally, posting major gains. The Dow Jones Industrial
Average advanced 1.2%, the S&P 500 gained 1.5%,
and the NASDAQ rose 2.1%. Yields on treasury se-
curities dropped across the board on the hope that
the Fed will start cutting interest rate later this year.
The 10-year treasury bond shed 8 basis points. The
30-year conventional mortgage rate followed suit, fin-
ishing at 7.02%. Gold prices continued to rise, gain-
ing another 2.3% this week. The precious metal has
appreciated 20% over the last 6 months. Crude oil
rose 2.1%, closing the week at $79.98/barrel. The
U.S. Dollar lost some momentum in the forex market,
receding 0.1% against the Japanese Yen and 0.9%
against the Euro.
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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

5/17/2024

As of
5/10/2024

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 5.47 1) 1 2
6 Months 5.41 5.43 2) 2 10
1 Year 5.14 5.17 3) 3) 16
2 Years 4.83 4.87 4) (14) 19
5 Years 4.44 4.52 (8) (22) 15
10 Years 4.42 4.50 (8) (20) 12
30 Years 4.56 4.64 (8) (16) 11
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 3.13 3.33 (20) (8) 30
5-Year Muni 2.71 2.68 3 3) 22
10-Year Muni 2.67 2.65 2 ) 12
30-Year Muni 3.85 3.85 0 (12) 14
30-Year Conventional Mortgage 7.02 7.09 (7) (8) 25
MARKET INDICATORS (Changes in %)
DJIA 40,003.59 39,512.84 1.2 5.3 3.6
S&P 500 5,303.27 5,222.68 15 6.8 5.9
NASDAQ 16,685.97 16,340.87 2.1 9.2 5.8
CRB Futures 342.54 337.20 1.6 (1.1) 9.2
Oil (WTI Crude) 79.98 78.30 2.1 (6.6) 4.5
Gold 2,415.22 2,361.89 2.3 1.0 20.0
Yen / Dollar 155.65 155.77 0.1) 1.6 4.3
Dollar / Euro 1.09 1.08 0.9 2.0 0.9
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.
1l
||' C H M U RA Week of May 20, 2024 www.chmura.com © Chmura Economics & Analytics, 2024 4



