WEEKLY ECONOMIC UPDATE

Summary

The stock market finished lower on Friday
but ended the week mixed. The Dow Jones
Industrial Average and the S&P 500 fell
0.1% each, while the NASDAQ advanced
0.2%. The close of the market on Friday
marked the halfway point for the year: the
tech-centric NASDAQ led the charge in the
first half, soaring 18.1% as the Al boom
captivated investors. The S&P 500 surged
14.5%, whereas the Dow trailed with a
modest 3.8% gain. The third estimate for
first quarter real GDP came in at 1.4%. This
is up from 1.3% in the second estimate,
although personal spending growth was
revised down to 1.5% from 2.0%. The GDP
Price Deflator was also revised up at 3.1%
(matching consensus expectations) from
the prior estimate of 3.0%. New home sales
dropped 11.3% in May to a seasonally
adjusted annual rate of 619,000 units. On
average, new home sales are down 16.5%

ECONOMIC RELEASES

from a year ago. The median sales price
dropped 0.9% year-over-year to $417,400,
while the average sales price rose 4.9% to
$520,000. Rising home prices, together
with higher mortgage rates, are keeping
potential buyers (espescially first-time
buyers) away. Total durable orders inched
up 0.1% in May after a downwardly revised
increase of 0.2% in April. However,
shipments of nondefense capital goods
excluding aircraft (which impact GDP
calculations) fell 0.5% month-over-month
and new orders for nondefense capital
goods excluding aircraft, a proxy for
business spending, decreased 0.6%.
Nominal personal income increased 0.5%
in May, slightly above the 0.4%
expectation. Consumer spending
increased 0.2% month-over-month. The
PCE Price Index was unchanged in May,
resulting in a 2.6% year-over-year increase

compared to 2.7% in April. The core-PCE
Price Index, which excludes food and
energy, increased by 0.1% month-over-
month, bringing the year-over-year growth
to 2.6%-down from 2.8% in April. The
personal savings rate as a percentage of
disposable income inched up to 3.9% from
3.7% in April. Ultimately, the report
indicates that the Fed's preferred measure
of inflation continues to move towards their
2% target, supporting the potential for a soft
landing of the economy and rate cuts in the
near future. Initial jobless claims for the
week ending June 22 decreased 6,000 to
233,000. Continuing jobless claims for the
week ending June 15 increased 18,000 to
1.839 million. The four-week moving aver-
age for continuing claims increased 12,250
to 1,816,000.

Last Week: Indicator FL\IeuprE:)tZrd Eg;g:{;‘:’;ﬁn* Comment

Consumer Confidence (Jun — Tu 10:00) 100.4 100.0

New Home Sales (May — We 10:00) 619K TUAR 650K TUAR Down 16.5% year-over-year
Initial Claims (06/22 — Th 8:30) 233K 238K

Continuing Claims (06/15 — Th 8:30) 1,839K NA

Durable Orders (May — Th 8:30) +0.1% -1.2%

GDP - Third Estimate (Q1 — Th 8:30) +1.4% +1.3%

Pending Home Sales (May — Th 10:00) -2.1% +2.3%

Personal Income (May - Fr 8:30) +0.5% +0.4%

Personal Spending (May — Fr 8:30) +0.2% +0.3%

PCE Prices (May - Fr 8:30) +0.0% NA Up 2.7% year-over-year
PCE Prices — Core (May - Fr 8:30) +0.1% +0.1% Up 2.6% year-over-year

Next Week: Indicator

Consensus

Comment

Expectation*

ISM Manufacturing Index (Jun — Mo 10:00) 49.1% 48.7%

Construction Spending (May — Mo 10:00) +0.1% -0.1%

Initial Claims (06/29 — We 8:30) 235K 233K

Continuing Claims (06/22 — We 8:30) NA 1,839K Not available
Trade Balance (May — We 8:30) -$76.0 Bil. -$74.6 Bil.

Factory Orders (May — We 10:00) +0.3% +0.7%

ISM Non-Manufacturing Index (Jun — We 10:00) 52.5% 53.8%

Nonfarm Payrolls (Jun — Fr 8:30) +185K +272K

Nonfarm Private Payrolls (Jun — Fr 8:30) +160K +229K

Unemployment Rate (Jun — Fr 8:30) 4.0% 4.0%

Average Workweek (Jun — Fr 8:30) 34.3 34.3

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

DURABLE GOOD ORDERS
inched up 0.1% in May after a
downwardly revised increase
of 0.2% in April according to
the United States Census Bu-
reau. Excluding transporta-
tion, durable goods orders de-
creased by 0.1% month-over-
month after an unrevised
0.4% increase in April. New
orders for transportation
equipment rose by 0.6% after
a 0.1% decline in April. This
was driven by a 0.7% rise in
new orders for motor vehicles
and parts. However, ship-
ments of nondefense capital
goods excluding aircraft,
which impact GDP calcula-
tions, fell by 0.5% month-
over-month following a 0.4%
increase in April. The biggest
takeaway from the report is
that new orders for nonde-
fense capital goods excluding
aircraft, a proxy for business
spending, decreased by 0.6%
month-over-month.

PERSONAL INCOME in-
creased 0.5% ($114.1 billion)
in May month-over-month,
according to estimates re-
leased by the Bureau of Eco-
nomic Analysis. Disposable
personal income (personal in-
come less personal current
taxes) was also up 0.5% for
the month, with an increase of
$94.0 billion. PERSONAL
SPENDING accelerated in
May. Personal consumption
expenditures increased 0.2%
($47.8 billion) month-over-
month, following a down-
wardly revised 0.1% increase
in April. The PCE Price Index
was unchanged in May fol-
lowing a 0.3% rise in April, re-
sulting in a 2.6% year-over-
year increase compared to
2.7% in April. The core-PCE
Price Index, which excludes
food and energy, increased
by 0.1% month-over-month
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after a 0.3% rise in April,
bringing the year-over-year
growth to 2.6% — down from
2.8% in April. The personal
savings rate as a percentage
of disposable income inched
up to 3.9% from 3.7% in April.
Ultimately, the report indi-
cates that the Fed's preferred
measure of inflation contin-
ues to move towards their 2%
target, supporting the poten-
tial for a soft landing of the
economy and rate cuts in the
near future.

NEW HOME SALES dropped
11.3% in May to a seasonally

adjusted annual rate of
619,000 units (following an
upwardly revised rate of

698,000 in April). On average,
new home sales are down
16.5% from a year ago, with
large regional variability. New
home sales have increased in
the Midwest (+13.3% vyear-
over-year), but decreased
significantly in the Northeast
(-43.8%), West (-20.9%), and
South (-17.7%). The median
sales price dropped 0.9%
year-over-year to $417,400,
while the average sales price
rose 4.9% to $520,000. The
key takeaway is that new
home sales were sluggish in
May, but with the upward re-
vision to April sales, the two-
month period exceeded the
consensus estimate for May
(650,000) and the original
April report (634,000). How-
ever, higher mortgage rates
and elevated prices continue
to pressure new home sales.
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Fed Speeches

Governor Michelle W. Bowman
addressed participants at the
Idaho, Nevada, Oregon, and
Washington Bankers Associa-
tions 2024 Annual Convention
in Stevenson, Washington on
June 27. The Governor gave an
update on the economy and the
FOMC’s monetary policy out-
look:

“After seeing considerable
progress on slowing infla-
tion last year, we have
seen only modest further
progress this year. The 12-
month measures of total
and core personal con-

second half of last year, |
expect inflation to remain
elevated for some time.”

Governor Bowman also em-
phasized the role that housing
pressures play in the fight
against inflation and how a tight
labor market remains an obsta-
cle:

“There is a risk that increased
immigration and continued la-
bor market tightness could lead
to persistently high core ser-
vices inflation. Given the cur-
rent low inventory of affordable
housing, the inflow of new im-

WEEKLY ECONOMIC UPDATE

Financial Markets

The stock market finished mixed last week, with the
S&P 500 and the Dow Jones Industrial Average
each down 0.1%. The NASDAQ, conversely, inched
up 0.2%. Treasury yields were generally modestly
higher with the 10-year yield up 11 basis points (bps)
and the 30-year yield up 5 bps. The average 10-year
municipal bond yield was up 4 bps and the 30-year
municipal bond yield advanced 3 bps. The average
30-year conventional mortgage rate retreated 1 bps
and finished the week at 6.86%. The price of gold
rose 0.2%. Crude oil prices saw another increase
(1.0%), ending the week at $81.51/barrel. The U.S.
dollar traded higher against the Japanese Yen
(0.7%) but retreated against the Euro (0.2%).
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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 3 Qtr ‘24 8.45 5.33 5.31 5.36 4.82 4.41 4.56 6.96
FOMC said, “The Commit- 4" Qtr 8.39 5.26 5.24 5.28 4.82 4.48 4,58 6.82
tee does not expect it will be 1% Qtr 25 8.17 5.04 5.02 5.11 4.74 4.46 4.55 6.72
appropriate to reduce the 2" Qtr 7.92 4.79 4.77 4.87 4.65 4.44 4.52 6.58
target range until it has  39qu 758 446 4.44 454 4.50 439 447 6.49
gained greater confidence July 2024

FINANCIAL MARKET SUMMARY

As of As of

6/21/2024

6/28/2024

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0

Secured Overnight Financing Rate (SOFR) 5.34 5.32 2 1 1
Fed Funds (Wed close) 5.33 5.33 0

TREASURIES (BE) (Changes in BPs)

3 Months 5.48 5.49 (1) 2 2
6 Months 5.33 5.36 (3) 9) (5)
1 Year 5.09 5.10 1) 9) 6
2 Years 4.71 4.70 1 (18) 12
5 Years 4.33 4.26 7 (19) 12
10 Years 4.36 4.25 11 (15) 16
30 Years 4.51 4.39 12 (14) 17
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 3.14 3.11 3 (22) 15
5-Year Muni 2.96 2.90 6 (18) 44
10-Year Muni 2.86 2.82 4 (28) 34
30-Year Muni 3.79 3.76 3 (21) 6
30-Year Conventional Mortgage 6.86 6.87 (1) a7) 7
MARKET INDICATORS (Changes in %)

DJIA 39,118.86 39,150.33 (0.2) 1.1 .7
S&P 500 5,460.48 5,464.62 (0.1) 35 3.9
NASDAQ 17,732.60 17,689.36 0.2 6.0 8.3
CRB Futures 340.81 343.68 (0.8) 0.5 1.4
Oil (WTI Crude) 81.51 80.73 1.0 4.8 0.8
Gold 2,325.54 2,321.98 0.2 (0.1) 4.3
Yen / Dollar 160.93 159.80 0.7 2.5 6.3
Dollar / Euro 1.07 1.07 0.2 (1.3) (0.7)

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.

@

e

il
i“"i CHMURA Week of July 1, 2024

www.chmura.com © Chmura Economics & Analytics, 2024 4



