WEEKLY ECONOMIC UPDATE

Summary

The U.S. stock market tumbled on Fri-
day due to the IT outage that affected
Microsoft systems worldwide. The Dow
Jones Industrial Average managed to
finish the week in positive territory,
while the S&P 500 dropped 2.0% and
the NASDAQ retreated 3.6%.

Housing starts rose in June to a sea-
sonally adjusted annual rate of 1.353
million. Although this was better than
expected, housing production is still
lagging behind demand, which is ex-
pected to keep prices elevated. Total
building permits jumped 3.4% month-
over-month to a seasonally adjusted
annual rate of 1.446 million, but the in-
crease was driven by permits for multi-
family developments, including
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apartments and condos. Permits for
single family units were down 2.3%.
Meanwhile, mortgage applications for
the week ending on July 13 increased
by 3.9% from the prior week, boosted
by arecent drop in mortgage rates. Im-
port prices were flat in June following a
0.2% decline in May. Excluding oil, ex-
port prices were up 0.2%. Import prices
dropped 0.5% in June after a 0.7% de-
cline in May. Excluding agricultural
products, export prices were down
0.6%.

Retail sales remained flat in June, par-
tially due to a decline in auto sales re-
lated to the CDK global cyberattack
and lower gas prices. Excluding autos
and gasoline, retail sales rose 0.8%
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month-over-month. Total industrial
production rose more than expected in
June, following a 0.9% increase in
May. The positive sales and production
readings pushed the Atlanta Fed’s
GDP Now estimate for second quarter
to 2.7% (seasonally adjusted annual
rate). On the other hand, the Confer-
ence Board Leading Indicator index
continued to trend down, contracting
0.2% following a 0.4% decline in May.
Initial jobless claims for the week end-
ing July 13 increased more than ex-
pected to 243,000. Continuing jobless
claims increased by 20,000 to 1.867
million, the highest level since Novem-
ber 2021.

Last Week: Indicator Reported Expectation* Comment

Retail Sales (Jun — Mo 8:30) 0.0% -0.1% Retail Sales ex-auto and gas: 0.8%
Import Prices (Jun — Tu 8:30) 0.0% NA Import Prices ex-oil: +0.2%
Export Prices (Jun — Tu 8:30) -0.05 NA Export Prices ex-ag.: -0.5%
MBA Mortgage Applications Index (7/13 — We 7:00) 3.9% NA

Housing Starts (Jun — We 8:30) 1,353K 1,310K

Building Permits (Jun — We 8:30) 1,446K 1,391K

Industrial Production (Jun — We 9:15) +0.6% +0.3%

Capacity Utilization (Jun — We 9:15) 78.8% 78.6%

Initial Claims (7/13 — Th 8:30) 243K 225K

Continuing Claims (7/6 — Th 8:30) 1,867K NA

Leading Indicators (Jun — Fr 10:00) -0.2% -0.3%

Consensus

Next Week: Indicator B Eere Prior Comment
Existing Home Sales (Jun — Tue 10:00) 4,00M 4.11M

MBA Mortgage Applications Index (07/20 — Wed 07:00) NA 3.9%

New Home Sales (Jun — Wed 10:00) 640K 619K

GDP-Adv. (Q2 — Thu 08:30) +1.9% +1.4%

Chain Deflator-Adv. (Q2 — Thu 08:30) +2.6% +3.1%

Initial Claims (07/20 — Thu 08:30) 240K 243K

Continuing Claims (07/13 — Thu 08:30) NA 1867K

Durable Orders (Jun — Thu 08:30) +0.4% +0.1% Durable orders —ex transportation: 0.1%
Personal Income (Jun — Fri 08:30) +0.4% +0.5%

Personal Spending (Jun — Fri 08:30) +0.3% +0.2%

PCE Prices (Jun — Fri 08:30) +0.1% +0.0%

PCE Prices - Core (Jun — Fri 08:30) +0.2% +0.1%

Univ. of Michigan Consumer Sentiment - Final (Jul — Fri 10:00) 66.0 66.0
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Economic Review

June RETAIL SALES (inclu-
sive of food services) stood
at $704 billion, unchanged
from the preceding month
but up 2.3% from last year.
Looking at the specific com-
ponents, sales at food and
beverage stores were up
1.9%, with nominal sales at
grocery stores up 1.7%.
Nominal sales were also up
annually at electronic stores
(+2.7%) clothing stores
(+4.3) general merchandis-
ing stores (+3.3%) and e-re-
tailing (+8.9%) while nomi-
nal sales were down for auto
(-2.7%), furniture stores
(-4%), sporting  goods
(-3.4%), and building mate-
rials and garden supply
(-0.9%). After adjusting for
inflation, real retail sales
were down 0.7% year-over-
year, conveying the contin-
ued elevated inflation is
curbing consumer purchas-
ing power.

Total HOUSING STARTS in
June increased 3.0%
month-over-month from a 4-
year low in May to a
seasonally adjusted annual
rate of 1.353 million. The
welcoming news is
expected to bring some
relief to the inventory
constrained market, which is
still 4.4% below the June
2023 rate. The jump in
housing starts is driven by
growth in  multiple-family
units, which were up 19.6%
month-over-month. June
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single-unit starts were down
2.2% from May. In a shift
toward more affordable
housing, single-unit starts
now represent 72% of all
starts, down from 76% in
May.

U.S. INDUSTRIAL PRO-
DUCTION output continued
to expand in June. The pro-
duction index advanced
0.6% following an upwardly
revised 0.9% increase (from
0.7%) in May. The capacity
utilization rate also jumped to
78.8% from 78.3% in May.
Total industrial production is
up 1.6% from a year ago, but
the capacity utilization rate is
still 0.9 percentage points be-
low its long-run average. June
manufacturing output, the
largest component of indus-
trial production, increased
0.4% from May. Durable man-
ufacturing was unchanged
while the index for nondurable
output jumped 0.8%. Mining
and utilities, the remaining
components of the industrial
production index, expanded
by 0.3% and 2.8% respec-
tively.
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Fed Speeches

On July 17, Governor Christo-
pher J. Waller shared his view
on the current monetary policy
at the Federal Reserve Bank of
Kansas City. Governor Waller
indicated his view that the labor
market has successfully come
into a better balance:

“Right now, the labor mar-
ket is in a sweet spot—em-
ployment growth is not ex-
cessive when accounting
for immigration, nominal
wage growth is near the
rate consistent with price
stability, the unemploy-

Inflation has constantly come
down during 2023, but it re-ac-
celerated in the first quarter of
2024. In recent months,
though, data has shown signs
of progress toward the Fed’s
target rate of 2%:

“Factoring out energy and
food prices, which tend to
be volatile, core CPI infla-
tion rose only 0.1 percent
last month, the slowest
pace since the pandemic.
This brings 3-month annu-
alized core inflation down
to an annual rate of 2.1

WEEKLY ECONOMIC UPDATE

Financial Markets

The stock market finished mixed last week. The Dow
Jones Industrial Average advanced 0.7%, while the
S&P 500 and the NASDAQ dropped 2.0% and 3.6%
respectively. Yields on short-term Treasury securi-
ties were mostly unchanged. All others rose a few
basis points (bps). The average 30-year conven-
tional mortgage rate dropped 12 bps and finished the
week at 6.77%. The price of gold fell 0.5%. Crude oll
prices tumbled 2.4%, ending the week at $80.26/bar-
rel. The decision of the European Central Bank to
keep rates steady strengthened the value of the U.S.
dollar against the Euro (+0.3%). The U.S. currency
lost 0.2% against the Japanese Yen.
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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
target at 5.25% to 5.50%. In

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

WEEKLY ECONOMIC UPDATE

holdings of Treasury securi-

ties and agency debt and

agency mortgage-backed

securities. The Committee is
6-Mo.

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

10-Yr. 30-Yr

the statement released fol- T-Bill Treasury _Bond
lowing the meeting, the 39 Qur. 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 4.44 452 6.58
target range until it has 34t 7.58 4.46 4.44 4.54 4.50 4.39 4.47 6.49
gained greater confidence July 2024
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
7119/2024 7112/2024 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.50 8.50 0 0
Secured Overnight Financing Rate (SOFR) 5.34 5.34 0 4
Fed Funds (Wed close) 5.33 5.33 0 0
TREASURIES (BE) (Changes in BPs)
3 Months 5.43 5.43 0 (6) (2)
6 Months 5.24 5.23 1 (12) (15)
1 Year 4.87 4.87 0 (23) (30)
2 Years 4.49 4.45 4 (21) (48)
5 Years 4.16 4.10 6 (10) (50)
10 Years 4.25 4.18 7 0 (37)
30 Years 4.45 4.39 6 6 (27)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.90 3.00 (10) (21) (31)
5-Year Muni 2.83 2.84 1) (7) 9
10-Year Muni 2.80 2.82 (2) (10) 6
30-Year Muni 3.73 3.75 2) (©)] (24)
30-Year Conventional Mortgage 6.77 6.89 (12) (10) (33)
MARKET INDICATORS (Changes in %)
DJIA 40,287.53 40,000.90 0.7 2.9 6.1
S&P 500 5,505.00 5,615.35 (2.0) 0.7 10.8
NASDAQ 17,726.94 18,398.45 (3.6) 0.2 16.0
CRB Futures 329.96 341.48 (3.4) (4.0) 4.7)
Qil (WTI Crude) 80.26 82.21 (2.4) 2.4 (6.3)
Gold 2,399.67 2,411.43 (0.5) 3.3 0.3
Yen / Dollar 157.48 157.83 (0.2 0.0 2.8
Dollar / Euro 1.09 1.09 (0.3) 1.8 2.1
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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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