WEEKLY ECONOMIC UPDATE

Summary

Last week was a down week for
Wall Street, even as all major eg-
uity indices ended Friday on a pos-
itive note. The Dow Jones Indus-
trial Average fell 0.7%, the S&P 500
declined 1.3%, and the NASDAQ
was down 1.9%. Last week was a
light week for economic data. The
U.S. trade deficit expanded in July
as both exports and imports in-
creased. The growth in both ex-
ports and imports is a positive sign
for demand overall at home and
abroad, but the economy is siill

ECONOMIC RELEASES

showing signs of slowing with ex-
ports down 3.5% year-over-year
and imports down 4.7% in the same
period. Wholesale inventories de-
creased 0.2% in July while whole-
sale sales were up 0.8%. Con-
sumer credit rose $10.4 billion in
July as nonrevolving credit (mainly
auto and student loans) increased
$0.7 billion and revolving credit
climbed $9.7 billion. The ISM Non-
Manufacturing Index rose 2.1 per-
centage points to 54.5%; the index
is above 50.0%, which signals an

expansion in the services sector.
The second estimate for second
quarter productivity (+3.5%) came
in lower than the advance estimate
(+3.7%), but still reflects moderate
economic growth. Initial unemploy-
ment claims for the week ending
September 2 decreased 13,000 to
216,000, the lowest level since
February 2023. Continuing unem-
ployment claims for the week end-
ing August 26 declined 40,000 to
1,679,000.

Last Week: Indicator g:;r)nobrteéd Eg;gf{;‘ﬁfn* Comment
Factory Orders (Jul = Tu 10:00) -2.1% -2.4%
Trade Balance (Jul — We 8:30) -$65.0 Bil. -$68.0 Bil. Both exports and imports rose
ISM Non-Manufacturing Index (Jul — We 10:00) 54.5% 52.4%
Initial Claims (9/2 — Th 8:30) 216 K 233K Lowest level since February 2023
Continuing Claims (8/26 — Th 8:30) 1,679 K NA
Productivity-Rev. (Q2 — Th 8:30) +3.5% +3.7%
Unit Labor Costs-Rev. (Q2 — Th 8:30) +2.2% +1.6%
Consumer Credit (Jul — Fr 2:00) +$10.4 Bil. +$15.8 Bil. Lr:g;eitase was largely driven by revolving
Upcoming Week: Indicator ggg;sg?%sn* Prior Comment
Consumer Price Index (Aug — We 8:30) +0.6% +0.2%
Core Consumer Price Index (Aug — We 8:30) +0.2% +0.2%
Treasury Budget (Aug — We 2:00) NA -$221.0 Bil. Not available
Initial Clams (9/9 — Th 8:30) 226 K 216 K
Continuing Claims (9/2 — Th 8:30) NA 1,679 K Not available
Producer Price Index (Aug — Th 8:30) +0.4% +0.3%
Core Producer Price Index (Aug — Th 8:30) +0.2% +0.3%
Retail Sales (Aug — Th 8:30) +0.2% +0.7%
Retail Sales ex-auto (Aug — Th 8:30) +0.4% +1.0%
Business Inventories (Jul — Th 10:00) +0.1% +0.0%
Industrial Production (Aug - Fr 9:15) +0.2% +1.0%
Capacity Utilization (Aug — Fr 9:15) 79.3% 79.3%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The U.S. trade deficit ex-
panded in July as both ex-
ports and imports increased.
The INTERNATIONAL
TRADE DEFICIT was $65.0
billion in July compared to
an upwardly revised $63.7
billion in June. Exports ad-
vanced $3.9 billion in July to
$251.7 billion. Exports of au-
tomotive vehicles, parts,
and engines advanced $1.7
billion. Imports increased
$5.2 billion to $316.7 billion;
goods imports rose $2.6 bil-
lion; and imports of indus-
trial supplies and materials
declined $1.2 billion. The
deficit with China widened
$1.2 billion to $24.0 billion in
July. The growth in both ex-
ports and imports is a posi-
tive sign for demand overall
at home and abroad, but the
economy is still showing
signs of slowing with exports
down 3.5% vyear-over-year
and imports down 4.7% in
the same period.

Consumer credit increased
at a healthy pace in July as
both revolving and non-re-
volving credit rose. CON-
SUMER CREDIT OUT-
STANDING expanded
$10.4 billion in July after
climbing a downwardly re-
vised $14.0 billion in June.
At a seasonally adjusted an-
nualized rate, consumer
credit increased 2.5%. Non-
revolving credit (mainly auto
and school loans) was up
$0.7 billion in July; revolving
credit (mainly credit cards)
climbed $9.7 billion.
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First-time jobless claims de-
clined last week. INITIAL
UNEMPLOYMENT CLAIMS
decreased 13,000 to
216,000 for the week ending
September 2. The four-
week moving average of ini-
tial claims was down 8,500
to 229,250. CONTINUED
BENEFITS fell 40,000 to
1,679,000 for the week end-
ing August 26. The four-
week moving average, a
better measure of underly-
ing trends, decreased 1,250
to 1,701,500.

Wholesale inventories de-
creased in July while whole-
sale sales increased. After
declining 0.5% in June,
WHOLESALE INVENTO-
RIES were down 0.2% in
July and edged up 0.5% on
a year-over-year basis. Du-
rable inventories fell 0.3% in
July—Iled by a 2.9% decline
in furniture inventories—
while nondurable invento-
ries inched up 0.1%. Whole-
sale sales increased 0.8% in
July. The inventory-to-sales
ratio, which measures how
long it would take to clear
shelves at the current sales
pace, edged down to 1.39 in
July.
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Fed Speeches

Susan Collins, President
and CEO of the Federal Re-
serve Bank of Boston, gave
a speech titled “Perspectives
on the Economy and Policy-
making” at a breakfast
hosted by the New England
Council. In her speech,
President Collins shared her
views on the current state of
the economy and inflation in
particular.

“What about inflation, in
this context of demand
still outpacing supply?
There are many inflation
indicators to watch, of
course. Focusing on the
Fed’s preferred meas-
ure... shows that on a
year-over-year basis, to-
tal inflation has come
down significantly from
its peak but remains
somewhat elevated.
However, core inflation

WEEKLY ECONOMIC UPDATE

Financial Markets

Last week, the stock market posted losses across the
board. The Dow Jones Industrial Average fell 0.7%,

shows considerably less
progress, although with
some improvement in

recent months. While the S&P 500 declined 1.3%, and the NASDAQ was
the core measure ex- down 1.9%. Treasury yields were higher across the
cludes the important but curve; the 10-year yield rose 8 basis points (bps) to
volatile food and energy 4.26% and the 30-year yield increased 4 bps to

components, it tends to
better predict future in-
flation.”

4.33%. Oil prices were up 1.5% and ended the week
at $87.20 per barrel. The U.S. dollar declined 0.2%
against the Japanese yen while the euro fell 0.7%

Collins’ observations on in- against the greenback last week.

flation were consistent with
her lead-in remarks on inter-

Selected Interest Rates

est rates, where she indi- 9.0
cated that the Fed may not 8.0 —
yet be done hiking rates: 20 Prime _/~
‘I expect we'll need to 6.0 ’_,‘ Fed Funds
hold rates at restrictive 5.0 f ’_,_,—v
levels for some time. 4.0 - /_‘,‘.WWV"'
And while we may be 3.0 A
near, or even at, the 2.0 10.yrBond
peak for policy rates, fur- 1.0 o~
ther tightening could be 0.0 . J s
warranted,  depending 91021  3/11/22 9/9/22 3/10/23 0/8/23

on the incoming data.”
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Interest Rate Forecast*

The Federal Open Market
Committee (FOMC) raised the
federal funds rate target to
5.25% to 5.50% at the Fed’s
July policy meeting. In the
statement released following
the July meeting, the FOMC

rd ‘
said, “Recent indicators sug- Sth Qtr'23 8.4
gest that economic activity has 4" Qtf 8.7
been expanding at a moderate 1%t Qtr ‘24 8.7
pace. Job gains have been ro- 2nd Qtr 8.6
bust in recent months, and the 39 Qtr 8.2

unemployment rate has

FINANCIAL MARKET SUMMARY

MONEY MARKETS (Changes in BPs)

remained low. Inflation remains
elevated. The U.S.
system is sound and resilient.
Tighter credit conditions for

banking

5.3
5.6
5.6
5.5
5.0
*Forecast as of August 27, 2023

As of

9/8/2023
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households and businesses
are likely to weigh on economic
activity, hiring, and inflation.
The extent of these effects

to inflation risks.”

30-Yr 30-Yr
Mortgag
5.25 5.6 4.9 4.1 4.2 6.9
5.60 5.8 5.2 4.6 4.7 7.1
5.60 5.8 5.3 5.0 5.1 7.2
5.44 5.7 55 5.3 5.4 7.1
5.02 5.3 5.4 5.6 5.7 6.8

As of
9/1/2023

remains uncertain. The Com-
mittee remains highly attentive

Prime 8.50 8.50 0 25
Secured Overnight Financing Rate (SOFR) 5.31 5.31 0 1 26
Fed Funds (Wed close) 5.33 5.33 0 25
TREASURIES (BE) (Changes in BPs)
3 Months 5.55 5.53 2 1 18
6 Months 5.49 5.47 2 (3) 10
1 Year 5.42 5.36 6 6 25
2 Years 4.98 4.87 11 9 39
5 Years 4.39 4.29 10 8 47
10 Years 4.26 4.18 8 10 51
30 Years 4.33 4.29 4 6 44
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 3.18 3.16 2 9 23
5-Year Muni 2.90 2.88 2 13 25
10-Year Muni 2.91 2.87 4 14 33
30-Year Muni 3.96 3.91 5 21 36
30-Year Conventional Mortgage 7.12 7.18 (6) 16 41
MARKET INDICATORS (Changes in %)
DJIA 34,576.59 34,837.71 (0.7) (2.0) 2.1
S&P 500 4,457.49 4,515.77 (1.3) (0.1) 3.7
NASDAQ 13,761.53 14,031.81 (1.9) 0.9 3.8
CRB Futures 319.64 319.18 0.1 2.1 10.7
QOil (WTI Crude) 87.20 85.87 1.5 5.3 21.3
Gold 1,919.08 1,940.55 (1.2) 0.3 (2.8)
Yen / Dollar 146.19 146.45 (0.2) 3.1 4.4
Dollar / Euro 1.07 1.08 (0.7) (2.3) (0.4)
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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