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Summary

The stock market rallied on Friday
following Chair Powell’'s speech at
Spelman College suggesting that the
Fed may be done raising interest rates.
The Dow Jones Industrial Average rose
2.4%, the S&P 500 gained 0.8%, and the
NASDAQ advanced 0.4%. The second
estimate for third quarter GDP showed
that the U.S. economy grew at an
annualized rate of 5.2%, a pace even
higher than previously estimated 4.9%.
Inflation continues to cool down. The
third quarter GDP deflator was revised
up to 3.6% from 3.5% but the PCE Price
Index was unchanged in October from
the previous month. The core PCE Price
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Index, which excludes food and energy,
was up 0.2%, as expected. Housing
prices have rebounded and in
September they were up 3.9% year-
over-year. Sales of new homes were a bit
disappointing at a seasonally adjusted
annual rate of 679,000 units, less than
the expected 720,000 units. Still, on a
year-over-year basis, new home sales
were up 17.7%. The recent decline in
mortgage rates should help boost
November sales. The MBA mortgage
applications index increased 0.3% for the
week ending on 11/25, after climbing
3.0% the week before. Construction
spending was up 0.6% month-over-

month in October. The main driver of this
increase was residential spending
(+1.2%). Personal income and consumer
spending were both up 0.2% in
September. The November ISM
Manufacturing PMI hit 46.7%, which was
unchanged from the October reading.
November marked the 13th straight
month the PMI has been below 50.0%,
the dividing line between contraction and
expansion. Initial jobless claims for the
week ending November 25 remained
quite low at 218,000 but continuing
jobless claims for the week ending
November 18 increased 86,000 to 1.927

Last Week: Indicator gg?obr?erzd CE:QS:(?tr;iL:)Sn* Comment

New Home Sales (Oct — Mo 10:00) 679 TUAR 720 TAUR

S&P Case-Shiller Home Price Index (Sep — Tu 9:00) +3.9% +4.1%

MBA Mortgage Applications Index (11/25 — We 7:00) +0.3% NA Prior: 3.0%

GDP - Second Estimate (Oct — We 8:30) +5.2% +4.9%

GDP Deflator (Oct — We 8:30) +3.6% +3.8% Prior: 3.5%

Personal Income (Oct — Th 8:30) +0.2% +0.2%

Personal Spending (Oct — Th 8:30) +0.2% +0.2%

PCE Price Index (Oct — Th 8:30) 0.0% +0.1% PCE Prices — Core: 0.2%
Initial Claims (11/25 — Th 8:30) 218K 215K

Continuing Claims (11/18 — Th 8:30) 1,927K NA

ISM Manufacturing (Oct — Fr 8:30) +46.7% +47.5%

Construction Spending (Oct — Fr 8:30) +0.6% +0.3% Residential Construction: +1.2%

Next Week: Indicator

Consensus

Comment

Expectation*

Factory Orders (Oct — Mo 8:30) -2.6% +2.8%
ISM Non-Manufacturing (Nov — Tu 14:00) +52.4% +51.8%
JOLTS (Oct — We 8:30) NA 9.553M
MBA Mortgage Applications Index (12/2 — We 7:00) NA +0.3%
Productivity-Rev (Oct — Th 8:30) +4.8% +4.7%
Unit Labor Costs-Rev (Oct — Th 8:30) -0.8% -0.8%
Trade Balance (Oct — Th 8:30) -$64.4B -$61.5B
Initial Claims (12/2 — Th 8:30) 223K 218K
Continuing Claims (11/25 — Th 8:30) NA 1927K
Consumer Credit (Oct — Th 15:00) +$9.0B +$9.0B
Nonfarm Payroll (Oct — Fr 8:30) +175K +150K Nonfarm Private Payroll (exp): +155K
Avg Hourly Earnings (Oct — Fr 8:30) +0.2% +0.2%
Unemployment Rate (Oct — Fr 8:30) 3.9% 3.9%
U. of Michigan Consumer Sentiment — Prelim (Oct — Fr 10:00)  62.6  61.3

*Sources: www.briefing.com and www.federalreserve.gov
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million, hitting their highest level since

November 27, 2021.

U.S. home prices continued
to rally in September. The
CASE-SHILLER HOME
PRICE COMPOSITE
INDEX rose 0.3% in
September, marking the
eighth consecutive monthly
gain. The index is up 3.9%
year-over-year and 6.6%
since prices bottomed out in
January 2023. Among the
20 largest U.S. cities, Detroit
reported the highest year-
over-year gain in September
(+6.7%) surpassing Chica-
go (+6.0%) and closely
followed by San Diego
(+6.5%). These increases
are driven by sales of
existing homes. Prices of
new construction homes are
actually declining. Nation-
wide, the median sales price
of new homes declined
17.6% year-over-year to
$409,300 in October. In
order to provide more
affordable options, builders
are offering smaller square
footage and de-amenitized
houses. The percentage of
new homes sold for
$399,999 or less accounted
for 48% of new homes sold
versus 45% in September
and 33% one year ago.

According to the second
estimate for Q3, real GDP
increased at an annual rate
of 5.2%, up from the
preliminary  estimate of
4.9%. The upward revision

was the result of an
advancement in the gross
i CHMURA
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private domestic investment
growth rate from 8.4% to
10.5% and an upgrade in
government spending to
5.5% from the advance
estimate of 4.6%. Some
important components of
GDP were revised down.

Personal consumption
expenitures were lowered to
3.6% from 4.0%. Both

imports and exports were
revised down to 5.2% and
6%, respectively, from 5.7%
and 6.2%. Although overall
the u.S. economy
outperformed in Q3 2023,
16 states experienced a
contraction during the three
months ending in October
according to the Federal
Reserve Bank of
Philadelphia’s State
Coincidence Index.

CONSUMER SPENDING
increased 5.3% year-over-
year in October, outpacing
PERSONAL INCOME that
rose only 4.5%. Month-over-
month, wages and salaries
increased 0.1% after climb-
ing 0.5% in September while
rental income was up 0.5%
after increasing 0.7% in
September. Personal in-
come receipts on assets ad-
vanced 0.8% following a
0.5% increase in Septem-
ber, with personal interest
income up 0.7% and per-
sonal dividend income up
0.8%. Real disposable per-
sonal income increased
3.9% year-over-year, while
real personal spending was
up 2.2%.
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Fed Speeches

On November 28, Governor
Michelle W. Bowman
shared some reflections
about the evolution over
time of the Fed’s monetary
policy with participants of
Utah Bankers Association
and Salt Lake City Chamber
Banker and Business
Leader Breakfast. In the
years preceding the pan-
demic, the FOMC’s main
concern was that inflation
was running lower than the
target rate. Another issue
was the extremely low fed-
eral funds rate:

“There was an ongoing
concern that the federal
funds rate, the FOMC's
key policy rate, was too
close to the "zero lower
bound," which would
limit the Committee's
ability to respond effec-
tively to an adverse

shock by lowering inter-
est rates.”

In the past few years, the
FOMC has faced a new set
of challenges brought by
price acceleration due to a
mismatch between supply
and demand caused by the
pandemic. Inflation has now
declined from its peak in
2022 without major disrup-
tions in the labor market de-
spite aggressive monetary
tightening. This has raised
the question if a structural
change in the economy has
altered demand for invest-
ments relative to savings
that will affect long term in-
terest rates:

It is quite possible that
the level of the federal
funds rate consistent
with low and stable infla-
tion will be higher than
before the pandemic.”

Financial Markets

The stock market ended the week and the month on
a positive note. The Dow Jones Industrial Average
gained 2.4% and the S&P 500 0.8%, and the
NASDAQ 0.4%, making for one of the best November
on record. Yields on government securities and mu-
nicipal bonds continued to drop. Yields on the U.S.
benchmark 10-year Treasury saw their steepest de-
cline in more than a decade. The average 30-year
conventional mortgage rate shed another 7 basis
points to 7.22%. The price of gold increased 3.5%.
Crude oil prices dropped 1.7% finishing the week at
$74.27 per barrel. On the Forex market, the U.S. dol-
lar traded lower against the Japanese Yen (-0.2%)
but appreciated against the euro (+0.5%) following
news that the French economy contracted in Q3.
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Interest Rate Forecast*®

The Federal Open Market Com-
mittee (FOMC) kept the federal
funds rate target at 5.25% to
5.50% during the Fed’s Novem-

adjust the stance of monetary
policy as appropriate if risks
emerge that could impede the at-
tainment of the Committee's

WEEKLY ECONOMIC UPDATE

goals. The Committee's assess-
ments will take into account a
wide range of information, includ-
ing readings on labor market

conditions, inflation pressures
and inflation expectations, and fi-
nancial and international devel-
opments.”

ber policy meeting. In the state-
ment released following the Fed

. . Prime 6-Mo.
meeting, the FOMC said, “In as- Funds

T-Bill

2-Yr.
Note

10-Yr.
Treasury

30-Yr
Bond

30-Yr

SIOIAR Mortgage

Avg. for:

sessing the appropriate stance of 4" Qtr 23 8.5 5.3 5.33 5.5 5.0 4.6 4.8 7.5
monetary policy, the Committee 1=t Qtr 24 8.5 5.4 5.35 5.5 4.9 4.6 4.7 7.6
will continue to monitor the impli- 2 Qtr 8.4 5.3 5.07 5.4 49 48 48 77
cations of incoming information . - . . : : : :

for the economic outlook. The 3 Qtr 8.1 5.0 4.94 5.1 4.8 4.7 4.8 7.4
Committee would be prepared to 4% Qtr 7.7 4.5 4.52 4.8 4.6 4.6 4.8 7.0

*Forecast as of November 27, 2023

FINANCIAL MARKET SUMMARY

As of As of

11/24/2023

12/1/2023

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0 0 0
Secured Overnight Financing Rate (SOFR) 5.33 5.32 1 1 2
Fed Funds (Wed close) 5.33 5.33

TREASURIES (BE) (Changes in BPs)

3 Months 5.43 5.54 (11) (10) (10)
6 Months 5.33 5.45 (12) (12 (14)
1 Year 5.05 5.27 (22) (24) (31)
2 Years 4.56 4.92 (36) 27 (31)
5 Years 4.14 4.49 (35) (35) (15)
10 Years 4.22 4.47 (25) (35) 4
30 Years 4.40 4.60 (20) (37) 11
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.82 3.10 (28) (69) (34)
5-Year Muni 2.57 2.88 (31) (72) (31)
10-Year Muni 2.65 2.96 (31) (64) (22)
30-Year Muni 3.75 4.02 (27) (63) (16)
30-Year Conventional Mortgage 7.22 7.29 (7) (54) 4
MARKET INDICATORS (Changes in %)

DJIA 36,245.50 35,390.15 2.4 6.4 4.0
S&P 500 4,594.63 4,559.34 0.8 5.4 1.7
NASDAQ 14,305.03 14,250.85 0.4 6.1 1.9
CRB Futures 308.07 309.15 (0.3) (3.5) (3.5)
Oil (WTI Crude) 74.27 75.54 1.7) (12.8) (7.1)
Gold 2,071.54 2,000.82 3.5 4.0 6.8
Yen / Dollar 149.44 149.67 0.2) (0.1) 2.0
Dollar / Euro 1.09 1.09 (0.5) 1.4 1.0

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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