WEEKLY ECONOMIC UPDATE

Summary

Wall Street posted some gains early
last week but lost momentum later on,
giving the S&P 500 and NASDAQ their sec-
ond losing week in a row. The S&P 500 lost
0.2% and the NASDAQ fell 0.4%. The Dow
Jones Industrial Average managed to
barely remain in positive territory (+0.1%).
U.S. automaker stocks proved to be resili-
ent despite the United Auto Workers strike.
Ford slipped 0.1% and General Motors
rose 0.9%.

Last week, the Bureau of Labor
Statistics released some key measures of
inflation. The Consumer Price Index (CPI)
increased 0.6% month-over-month in Au-
gust, as expected, with rising gasoline
prices accounting for over half of the in-
crease. Excluding volatile food and energy
prices, Core CPI rose a stronger-than-
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expected 0.3% month-over-month. The Au-
gust Producer Price Index (PPI) for final de-
mand, a leading indicator of future inflation,
increased 0.7% month-over-month. Even
in this case, the larger-than-expected jump
in the PPI was driven by energy prices.
The August Treasury Budget showed a
surprising surplus of $89.2 billion com-
pared to a deficit of $219.6 billion in the
same period a year ago. The surplus in Au-
gust resulted from receipts ($283.1 billion)
exceeding outlays ($193.9 billion). Retail
sales increased 0.6% between July and
August, beating expectations of a 0.2% in-
crease. Positive news also came from in-
dustrial production, which increased 0.4%
month-over-month in August, compared
with an expectation of only +0.2%. Some of
last month's larger-than-expected increase

compensates for the July downward revi-
sion from 1% to 0.7%. U.S. import prices
rose 0.5% in August. In line with the main
takeaways from most of last week’s re-
ports, the August advance was led by
higher fuel prices. Excluding oil, import
prices declined 0.1%. Prices for U.S. ex-
ports increased 1.3% in August following a
0.5% rise in July. Business inventories
were flat in August.

In the week ending September 9, there
were only 220,000 new jobless claims,
3,000 more applications than for the
previous week, but 6,000 fewer
applications than anticipated. Continuing
claims for the week ending September 2 to-
taled 1.688 million, bringing down the four-
week moving average to 1.697 million.

Last Week: Indicator ggg]obrféd Eg;:g&?ﬁ;* Comment

MBA Mortgage Applications Index (9/9 — We 7:00) -0.8% NA Prior: -2.9%

Consumer Price Index (Aug — We 8:30) +0.6% +0.6% Core CPI: +0.3%
Treasury Budget (Aug — We 2:00) $89.2B NA

Initial Clams (9/9 — Th 8:30) 220K 226 K

Continuing Claims (9/2 — Th 8:30) 1688K NA

Producer Price Index (Aug — Th 8:30) +0.7% +0.4% Core PPI: +0.2%

Retail Sales (Aug — Th 8:30) +0.6% +0.2% Except Auto: +0.6%
Business Inventories (Jul — Th 10:00) 0.0% +0.1%

Import Prices (Aug — Fr 8:30) +0.5% NA Import Prices ex-oil: -0.1%
Export Prices (Aug — Fr 8:30) +1.3% NA Export Prices ex-agriculture: +1.7%
Industrial Production (Aug - Fr 9:15) +0.4% +0.2%

Capacity Utilization (Aug — Fr 9:15) 79.7% 79.3%

U. of Michigan Consumer Sentiment-prelim (Sep — Fr 10:00) 67.7 69.4

Upcoming Week: Indicator

Consensus

Comment

Expectation*

Housing Starts (Aug — Tu 8:30) 1435 TUAR 1452 TUAR
Building Permits (Aug — Tu 8:30) 1435 TUAR 1442 TUAR
MBA Mortgage Applications Index (9/16 — Tu 7:00) NA -0.8%
Initial Clams (9/16 — Th 8:30) 225K 220K
Continuing Claims (9/9 — Th 8:30) NA 1688K
Current Account Balance (Q2 — Th 8:30) -$222.0B -$219.3B
Existing Home Sales (Aug — Th 10:00) 4.10 MUAR 4.07 MUAR
Leading Indicators (Aug — Th 10:00) -0.4% -0.4%
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The CPI increased for the
second month in a row to an
annual rate of 3.7%, versus
3.2% in July. Energy com-
modity prices are responsi-
ble for the recent increase in
the index. While still 4.2%
down from a year ago, gas-
oline and fuel oil prices rose
10.5% between July and
August. Food prices in-
creased 4.3% year-over-
year. Core CPI, the index for
all items less food and en-
ergy, also rose 4.3% over
the past 12 months, down
from 4.7% in July. Among
the items in the Core CPI,
the price of shelter in-
creased 7.3% over the last
year, accounting for over
70% of the total increase.
Prices of used cars were
6.6% down from a year ago,
while prices of new cars
were up 2.9%.

Adjusted for seasonality but
not for price changes, RE-
TAIL SALES were $697.6
billion, up 0.6% from the
previous month and 2.5%
from August 2022. How-
ever, this increase was
driven by inflation. After ac-
counting for price changes,
sales were down 1.4% from
a year ago. Month-over-
month, gasoline stations
saw the largest jump in
nominal sales (+5.2%), but
they are still 10.3% down
from last year. Among dura-
ble goods, building materi-
als were up 0.1% from July,
motor vehicles and parts
were up 0.3%, and furniture
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sales were down 1%.
Among nondurable goods,
general merchandising was
up 0.3%, sales at food ser-
vices and drinking places
were up 0.4%, and clothing
stores were up 0.9%. E*re-
tailing was flat for the month.

The INDUSTRIAL PRO-
DUCTION index increased
0.4% month-over-month
and it is now up 0.2% from a
year ago. Manufacturing
output increased by only
0.1%. The August reading
for manufacturing was held
back by a drop of 5% in the
output of motor vehicles and
parts; factory output else-
where rose 0.6%. The index
for mining moved up 1.4%,
and the index for utilities
climbed 0.9%. The produc-
tion of defense and space
equipment jumped 3.5% in
August and was up over
10% from its year-earlier
level.
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Fed Speeches Financial Markets

There were no speeches, testimony, or interviews by Federal Re-

- . The stock market ended mixed last week, with the
serve officials last week relevant to monetary policy.

Dow Jones Industrial Average advancing 0.1%, and
This is due to the Federal Open Market Committee meeting this the S&P 500 and the NASDAQ receding 0.2% and
week. 0.4%, respectively. Yields of government securities
and municipal bonds rose, with larger gains on
longer-term investments. The 30-year conventional
mortgage rate bounced back to 7.18% after briefly
dropping to 7.12% two weeks ago. The U.S. dollar
continued strengthening on the forex market, gaining
1.1% against the Japanese Yen and 0.4% against the
euro. Oll prices rose 4.5% and ended the week above
$91 per barrel.
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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

elevated. The U.S

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
. banking
system is sound and resilient.
Tighter credit conditions for
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*Forecast as of August 27, 2023

As of

9/15/2023
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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
9/8/2023

remains uncertain. The Com-
mittee remains highly attentive

Prime 8.50 8.50 0 0 25
Secured Overnight Financing Rate (SOFR) 5.30 5.31 1) 0 24
Fed Funds (Wed close) 5.33 5.33 0 0 25
TREASURIES (BE) (Changes in BPs)
3 Months 5.56 5.55 1 1 22
6 Months 5.49 5.49 0 3) 14
1 Year 5.43 5.42 1 8 19
2 Years 5.02 4.98 4 10 32
5 Years 4.45 4.39 6 46
10 Years 4.33 4.26 7 56
30 Years 4.42 4.33 9 56
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 3.19 3.18 1 3 25
5-Year Muni 2.93 2.90 3 7 29
10-Year Muni 2.95 2.91 4 9 38
30-Year Muni 3.98 3.96 2 11 39
30-Year Conventional Mortgage 7.18 7.12 6 9 49
MARKET INDICATORS (Changes in %)
DJIA 34,618.24 34,576.59 0.1 0.3 0.9
S&P 500 4,450.32 4,457.49 (0.2) 1.8 0.9
NASDAQ 13,708.33 13,761.53 0.4) 3.1 0.1
CRB Futures 325.75 319.64 1.9 5.6 8.3
Oil (WTI Crude) 91.13 87.20 45 9.7 29.5
Gold 1,923.45 1,919.08 0.2 1.8 1.7)
Yen / Dollar 147.83 146.19 1.1 2.0 6.0
Dollar / Euro 1.07 1.07 (0.4) (1.9 (2.5)
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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