WEEKLY ECONOMIC UPDATE

Summary

The stock market finished lower on Fri-
day — led by a slide from NVIDIA, the re-
cently crowned largest company by mar-
ket capitalization — but ended the week
mixed. The Dow Jones Industrial Aver-
age rose 1.5% and the S&P 500 ad-
vanced 0.6%, while the NASDAQ was
unchanged. May saw a slight 0.1%
increase in retail sales, reaching $703.1
billion, that was primarily driven by strong
consumer spending on motor vehicles
and parts. However, the lower-than-
expected reading suggests some
slowing in consumer spending on goods
— which may be reflected in weaker Q2
real GDP forecasts. The Industrial
Production Index for May rose 0.9%, with
manufacturing output also increasing
0.9%. The capacity utilization rate
improved to 78.7%, and despite being

ECONOMIC RELEASES

Last Week: Indicator

slightly below its long-term average, the
widespread gains in manufacturing
output should ease concerns about a
severe economic downturn. Total
housing starts declined 5.5% month-
over-month in May to a seasonally
adjusted annual rate of 1.277 million
units. Building permits also decreased (-
3.8%) month-over-month to a seasonally
adjusted annual rate of 1.386 million —
both measurements hitting their lowest
rate since June 2020. The results
indicate a slowdown, particularly in
single-unit constructions, and offer no
signs of relief for a housing market that
continues to be hampered by limited
supply. Existing home sales declined
0.7% month-over-month in May to a
seasonally adjusted annual rate of 4.11
million. The median price for existing

Number

Consensus

homes of all types increased 5.8% year-
over-year to $419,300, marking the
highest price ever recorded and the
eleventh consecutive month of year-
over-year price growth. The U.S.
Leading Economic Index fell 0.5% to
101.2 following a 0.6% decrease in April.
From November 2023 to May 2024, the
LEI contracted 2.0 percent, showing a
smaller decline compared to the 3.4
percent decrease over the preceding six
months. Initial jobless claims for the
week ending June 11 decreased 5,000
to 238,000. Continuing jobless claims
for the week ending June 8 increased
15,000 to 1.828 million. The four-week
moving average for continuing claims
increased 10,250 to 1,805,500.

Comment

Reported

Expectation*

Retail Sales (May — Tu 8:30) +0.1% +0.3% $703.1 billion in total sales

Retail Sales ex-auto (May — Tu 8:30) -0.1% +0.2%

Industrial Production (May — Tu 9:15) +0.9% +0.4% Manufacturing output increased 0.9%
Capacity Utilization (May — Tu 9:15) 78.7% 78.5%

Business Inventories (Apr — Tu 10:00) +0.3% +0.3%

Initial Claims (06/15 — Th 8:30) 238K 237K

Continuing Claims (06/08 — Th 8:30) 1,828K NA

Housing Starts (May — Th 8:30) 1,277 TUAR 1,375 TUAR Lowest rate since June 2020
Building Permits (May — Th 8:30) 1,386 TUAR 1,445 TUAR Lowest rate since June 2020
Existing Home Sales (May — Fr 10:00) 4.11 MUAR 4.12 MUAR Median existing home price is $419,300
Leading Indicators (May — Fr 10:00) -0.5% -0.3%

Next Week: Indicator

Consensus
Expectation*

Comment

Consumer Confidence (Jun — Tu 10:00) 100.0 102.0
New Home Sales (May — We 10:00) 650K TUAR 634 TUAR
Initial Claims (06/22 — Th 8:30) 238K 238K
Continuing Claims (06/15 — Th 8:30) NA 1,828K Not available
Durable Orders (May — Th 8:30) -1.2% +0.7%
GDP - Third Estimate (Q1 — Th 8:30) +1.3% +1.3%
Pending Home Sales (May — Th 10:00) +2.3% -71.7%
Personal Income (May — Fr 8:30) +0.4% +0.3%
Personal Spending (May — Fr 8:30) +0.3% +0.2%
PCE Prices (May — Fr 8:30) NA +0.3% Not available
PCE Prices — Core (May — Fr 8:30) +0.1% +0.2%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

Total RETAIL SALES
bounced back and increased
0.1% month-over-month in
May after a downwardly re-
vised decline of 0.2% in April
— although still falling short of
the consensus estimate of a
0.3% increase. The increase
was in large part due to a
0.8% month-over-month in-
crease in motor vehicles and
parts dealer sales following
two consecutive months of
decline, including a 0.4% de-
cline in April. Retail sales ex-
cluding autos declined 0.1%
month-over-month. The larg-
est contributor to this decline
was gasoline station sales
falling 2.2% month-over-
month following a 1.9% in-
crease in April — potentially in-
dicating that Americans trav-
elled less last month (or that
fuel prices are declining).
Overall, this report suggests
some slowing in consumer
spending on goods, which
should be reflected in weaker
Q2 real GDP forecasts.

HOUSING STARTS fell 5.5%
month-over-month in May, re-
sulting in a seasonally ad-
justed annual rate of 1.277
million — the lowest since
June 2020. Single-unit starts
were down 5.2%, attributable
primarily to the Midwest re-
gion, which saw a 21.1% de-
crease. The West region was
the only region to see an in-
crease in single-unit starts
(+2.7%). Multi-unit starts also
declined 6.7% month-over-
month. BUILDING PERMITS,
a leading indicator for housing
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starts, dropped 3.8% month-
over-month to 1.386 million,
also the lowest rate since
June 2020. Both single and
multi-unit permits saw a sig-
nificant decrease, 2.9% and
5.6%, respectively. The hous-
ing market will likely continue
to face inventory constraints
that lead to affordability chal-
lenges. This situation is ex-
pected to persist unless there
is a significant increase in list-
ings of existing homes for
sale, which has been difficult
to achieve due to high mort-
gage rates — a bad sign for
prospective homeowners.

The INDUSTRIAL PRODUC-
TION INDEX increased 0.9%
in May, following a flat read-
ing in April. Manufacturing
output jumped 0.9% after a
downwardly revised 0.4% in-
crease in April. Durable man-
ufacturing increased 0.6%
and the index for nondurable
output climbed 1.1%. The CA-
PACITY UTILIZATION RATE
rose to 78.7% from a down-
wardly revised reading of
78.2% in April. Total industrial
production increased 0.4%
year-over-year, although the
capacity utilization rate was
0.9 percentage points below
its long-term average. April’'s
data show that gains were
consistent across major mar-
ket groups, with notable
strength in  manufacturing
output, which should alleviate
concerns about a severe eco-
nomic downturn.
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Fed Speeches

Governor Adriana D. Kugler ad-
dressed participants at the Pe-
terson Institute for International
Economics in  Washington,
D.C. on June 18. The Governor
addressed inflation and gave
an optimistic outlook on the is-
sue:

“The first reason | am opti-
mistic about further pro-
gress on inflation has to do
with declining price in-
creases and even declin-
ing prices as consumers
become more price sensi-
tive. | think of this from sev-
eral, related angles—I will

of inflation, but the general
trend has been consistent
with ongoing disinflation.
An additional basis for
price-setting optimism is
the fact that longer-run in-
flation expectations have
remained well anchored.”

Governor Kugler also refer-
enced slower nominal wage
growth as an important step to-
ward disinflation:

“A second reason for my opti-
mism about continued disinfla-
tion is slower growth in the
costs faced by businesses.
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Financial Markets

The stock market finished mixed last week, with the
S&P 500 advancing 0.6% and the Dow Jones Indus-
trial Average up 1.5% as the NASDAQ was un-
changed. Treasury yields were generally modeslty
higher with the 10- and 30-year yields up 5 basis
points (bps). The 10-year municipal bond yield was
unchanged and the 30-year municipal bond yield-
inched up 1 bps. The average 30-year conventional
mortgage rate retreated 8 bps and finished the week
at 6.87%. The price of gold fell 0.4%. Crude oil prices
saw another sharp increase (3.0%), ending the week
at $80.73/barrel. The U.S. dollar traded higher
against the Japanese Yen (1.5%) and advanced
against the Euro (0.1%).
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Interest Rate Forecast*®

During the Fed's June policy
meeting, the Federal Open
Market Committee (FOMC)
kept the federal funds rate

that inflation is moving sus-
tainably toward 2 percent. In
addition, the Committee will
continue reducing its

holdings of Treasury securi-
ties and agency debt and
agency mortgage-backed
securities. The Committee is

strongly committed to re-
turning inflation to its 2 per-
cent objective.”

target at 5.25% to 5.50%. In 10-Yr. 30-Yr  30-Yr
the statement released fol- Treasury _Bond __Mortgage
lowing the meeting, the 2" Qtr 24 8.50 5.33 5.33 5.41 4.85 4.54 4.64 7.05
FOMC said, “The Commit- 37 Qtr 8.50 5.38 5.36 5.39 4.85 4.50 4.66 7.00
tee does not expect it will be 4" Qtr 8.42 5.29 5.27 5.30 4.82 4.47 4.61 6.86
appropriate to reduce the 1% Qtr ‘25 8.17 5.04 5.02 5.12 4.74 4.40 451 6.74
target range until it has 2% qQu 7.92 5.33 477 4.87 4.65 4.42 4.47 6.60
gained greater confidence May 2024

FINANCIAL MARKET SUMMARY

As of As of

6/14/2024

6/21/2024

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50

Secured Overnight Financing Rate (SOFR) 5.32 5.31 1 1 1
Fed Funds (Wed close) 5.33 5.33

TREASURIES (BE) (Changes in BPs)

3 Months 5.49 5.51 2) 3 3
6 Months 5.36 5.36 0 (8) 2
1 Year 5.10 5.07 3 (11) 12
2 Years 4.70 4.67 3 (23) 11
5 Years 4.26 4.22 4 27) 6
10 Years 4.25 4.20 5 (21) 3
30 Years 4.39 4.34 5 (18) 0
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 3.11 3.11 0 17) 22
5-Year Muni 2.90 2.89 1 (12) 42
10-Year Muni 2.82 2.82 0 (20) 34
30-Year Muni 3.76 3.75 1 (11) 7
30-Year Conventional Mortgage 6.87 6.95 (8) 7)

MARKET INDICATORS (Changes in %)

DJIA 39,150.33 38,589.16 15 0.2 (0.8)
S&P 500 5,464.62 5,431.60 0.6 3.0 4.4
NASDAQ 17,689.36 17,688.88 0.0 4.5 7.7
CRB Futures 343.68 344.28 0.2) 0.0 4.0
Oil (WTI Crude) 80.73 78.35 3.0 0.9 0.4)
Gold 2,321.98 2,331.82 (0.4) (0.5) 7.2
Yen / Dollar 159.80 157.41 1.5 2.7 7.2
Dollar / Euro 1.07 1.07 (0.2) (1.4) (1.1)

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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