WEEKLY ECONOMIC UPDATE

Summary

The stock market ended the week
mixed as investors weighed in on when
the Fed will start lowering interest
rates. The Dow Jones Industrial
Average dropped 2.3%, the S&P 500
ended flat, and the tech-heavy
NASDAQ rose 1.4%.

Activities in the housing market
continue to be sluggish. Existing home
sales fell short of expectations at a
seasonally adjusted annual rate of
4.14 million from 4.22 million in March.
Similarly, new home sales decreased
4.7% month-over-month in April to a
seasonally adjusted annual rate of
634,000 units from 665,000 in March.
Analysts were expecting an increase to
680,000. There are some encouraging
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Last Week: Indicator

signs that the situation will improve in
May, following a 23 basis points
decline in the 30-year mortgage rate
over the last four weeks. The number
of mortgage applications increased
1.9% for the week ending May 18,
following a 0.5% increase in the
previous week.

Initial claims for the week ending May
18 decreased by 8,000 to 215,000.
That was the week in which the May
unemployment rate survey was con-
ducted. This decline in jobless claims
is likely to keep the unemployment rate
projections low for the month of May.
Continuing jobless claims for the week
ending May 11 increased by 8,000 to
1.794 million.

Number Consensus

Expectation*

New orders for durable goods surpris-
ingly increased 0.7% month-over-
month in April, compared to an ex-
pected 0.8% decrease. Transportation
goods were a big driver of that in-
crease. But even excluding transporta-
tion goods, new orders for durable
goods outperformed consensus ex-
pectations.

The University of Michigan Consumer
Sentiment for May checked in at 69.1,
down from 77.2 in April. A decline in liv-
ing standards due to sustained higher
prices was cited by four in 10 respond-
ents.

Comment

Reported

MBA Mortgage Applications Index (5/18 — We 7:00) +1.9% NA Prior: +0.5
Existing Home Sales (Apr — We 10:00) 4.14 MUAR 4.20 MUAR
Initial Claims (5/18 — Th 8:30) 215K 219K
Continuing Claims (5/11 — Th 8:30) 1,794K NA
New Home Sales (Apr — Th 10:00) 634 TUAR 680 TUAR
Durable Orders (Apr — Fr 8:30) +0.7% -0.8%
Durable Goods —ex transportation (Apr — Fr 8:30) +0.4% +0.2%
U. of Michigan Consumer Sentiment - Final (May — Fr 10:00) 69.1 67.6 Prior : 77.2
Next Week: Indicator gsg:;r;ilgsn* Prior Comment
S&P Case-Shiller Home Price Index (Mar — Tu 10:00) +7.0% +7.3%
Consumer Confidence (May — Tu 10:00) 96 97.0
MBA Mortgage Applications Index (5/25 — Th 8:30) NA +1.9%
Initial Claims (5/25 — Th 8:30) 219k 215k
Continuing Claims (5/18 — Th 8:30) NA 1,794k
Real GDP - Second Estimate (Q1 — Th 8:30) +1.3% +1.6%
GDP Deflator - Second Estimate (Q1 — Th 8:30) +3.1% +3.1%
Personal Income (Apr — Fr 8:30) +0.3% +0.5%
Personal Spending (Apr — Fr 8:30) +0.3% +0.8%
PCE Prices (Apr — Fr 8:30) +0.3% +0.3%
PCE Prices — Core (Apr — Fr 8:30) +0.3% +0.3%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

EXISTING HOME SALES,
the bulk of the housing mar-
ket, decreased 1.9% month-
over-month in April to a sea-
sonally adjusted annual rate
of 4.14 million. This is the sec-
ond consecutive monthly
drop following an unexpected
4.3% decline in March. Year-
over-year, sales are down
1.9%. First-time buyers ac-
counted for 33% of transac-
tions in April, up from 32% in
March and 29% one year ago.
This is an encouraging trend,
given that younger buyers
have struggled to break into
the housing market due to ris-
ing home prices. Still, home
prices continue to rise. The
median existing-home price
for all housing types in-
creased 5.7% year-over-year
to $407,600, the tenth con-
secutive month of year-over-
year price increases and the
highest ever for April. How-
ever, more houses have been
put on the market since
March, which may put down-
ward pressure on prices. The
inventory of homes for sale at
the end of April was 1.21 mil-
lion units, up 9.0% from
March and up 16.3% from a
year ago. Sales activity was
stronger in the upper end of
the market (homes priced $1
million or more), with inven-
tory up 34%.

INITIAL UNEMPLOYMENT
CLAIMS continued to re-
main low. Initial jobless
claims for the week ending
May 18 decreased by 8,000
to 215,000, driven by a drop
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of 9,500 claims in New York
state. The four-week moving
average slightly increased
to 220,000 from 218,000 the
previous week. In spite of
concerns that raising inter-
est rates would slow market
activities, layoffs remain
low. The four-week moving
average for  continuing
claims increased by 5,000 to
1,782,250.

DURABLE GOOD OR-
DERS rose 0.7% in April af-
ter rising 0.8% in March ac-
cording to the US. Census
Bureau. A big driver of the
rebound was the 15.2% in-
crease in defense capital
goods. New orders for trans-
portation equipment were
the second-biggest driver,
building on its 2.5% in-
crease in March by increas-
ing another 1.2% in April.
Nondefense goods were the
biggest counteractor, con-
tracting 1.5%. Overall,
based on the manufacturing
activity this past month, the
outlook remains supportive
of ongoing growth for the
U.S. economy. A strong in-
dicator of this is that busi-
ness spending, approxi-
mated by nondefense capi-
tal goods orders excluding
aircraft, increased 0.3% af-
ter a 0.1% decline in March.
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Existing Home Sales
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Fed Speeches

Vice Chair Philip Jefferson
spoke at the Mortgage Bankers
Association’s Secondary and
Capital Markets Conference
and Expo in New York on May
20. In his opening remarks, the
Vice Chair talked about the cur-
rent outlook for the U.S. econ-
omy, monetary policy, and
housing prices. The labor mar-
ket remains resilient, but infla-
tion has hit a roadblock in re-
cent months:

“Federal Reserve staff

estimate that core PCE
prices rose at an annual
rate of 4.1 percent over

territory as we continue to
see the labor market
come into better balance,
and inflation decline alt-
hough nowhere near as
quickly as | would have
liked.”

On the housing side, the Vice
Chair pointed out that fixed
mortgage rates can dampen
the effect of monetary policy
because of borrowers who
locked in lower mortgage rates
during the pandemic period.
However, a large number of in-
dividuals have proven to be re-
silient to higher interest rates:
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Financial Markets

Last week the Dow Jones Industrial Average dropped
2.3%, the S&P 500 was unchanged, and the
NASDAQ rose 1.4%. Yields on treasury securities
advanced a few basis points (bpt), with larger gains
for the 1, 2, and 5-year treasury notes. The 30-year
conventional mortgage rate dropped another 8 bpt,
finishing at 6.94%. Gold prices retreated 3.4%, after
touching a record high on Monday. Crude oil dropped
2.7%, closing the week at $77.79/barrel. The U.S.
Dollar strengthened in the forex market on growing
bets that the Fed will keep interest rates elevated for
longer. The greenback gained 0.8% against the Jap-
anese Yen and remained mostly steady against the
Euro, only dropping 0.2%.
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Interest Rate Forecast*®

During the Fed's May policy sustainably toward 2 percent. agency debt and agency mort-  securities holdings by reducing
meeting, the Federal Open In addition, the Committee will gage-backed securities. Begin-  the monthly redemption cap on
Market Committee (FOMC) continue reducing its holdings  ningin June, the Committee will  Treasury securities from $60
kept the federal funds rate of Treasury securites and slow the pace of decline of its  billion to $25 billion.”

target at 5.25% to 5.50%. In the
statement released following
the meeting, the FOMC said,

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

Note Treasury Bond Mortgage

p : 2" Qtr 24 8.50 5.33 5.33 5.41 4.85 4.54 4.64 7.05
The_Co_mmlttee doefs not ex- 2 o

pect it will be appropnate to re- 8.50 5.38 5.36 5.39 4.85 4.50 4.66 7.00
duce the target range until it 4" Qtr 8.42 5.29 5.27 5.30 4.82 4.47 4.61 6.86
has gained greater confidence 1 Qtr 25 8.17 5.04 5.02 5.12 4.74 4.40 451 6.74

that inflaton is  moving 20 Qtr
May 2024

7.92 5.33 4.77 4.87 4.65 4.42 4.47 6.60

FINANCIAL MARKET SUMMARY

As of As of 13-Week

5/24/2024 5/17/2024 Change

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0 0

Secured Overnight Financing Rate (SOFR) 5.31 5.31 0 0

Fed Funds (Wed close) 5.33 5.33 0 0

TREASURIES (BE) (Changes in BPs)

3 Months 5.46 5.46 0 0 0
6 Months 5.44 5.41 3 4 12
1 Year 5.21 5.14 7 0 21
2 Years 4.93 4.83 10 3) 26
5 Years 4.53 4.44 9 (15) 25
10 Years 4.46 4.42 4 (21) 20
30 Years 457 4.56 1 (21) 20
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 3.28 3.13 15 1 45
5-Year Muni 3.02 2.71 31 21 54
10-Year Muni 3.01 2.67 34 20 46
30-Year Muni 3.87 3.85 2 (15) 16
30-Year Conventional Mortgage 6.94 7.02 (8) (23) 4
MARKET INDICATORS (Changes in %)

DJIA 39,069.59 40,003.59 (2.3) 2.2 (0.2)
S&P 500 5,304.72 5,303.27 0.0 4.0 4.2
NASDAQ 16,920.80 16,685.97 14 6.2 5.8
CRB Futures 343.51 342.54 0.3 (0.5) 10.1
Oil (WTI Crude) 77.79 79.98 (2.7) (6.4) (1.8)
Gold 2,334.28 2,415.22 (3.4) (0.2) 14.7
Yen / Dollar 156.93 155.65 0.8 15 4.5
Dollar / Euro 1.08 1.09 0.2) 1.4 0.2

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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