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Summary

The S&P 500 closed 0.2% higher last
week and the NASDAQ advanced 0.7%
as both indexes marked their sixth
straight weekly gain. The Dow Jones In-
dustrial Average closed flat.

Last week was full of labor market re-
ports. On the demand side, October hir-
ing was robust, with 199,000 new jobs
added by employes, up from 150,000 in
September, but we saw a weakening in
the number of job openings, which
dropped from 9.35 million in September
to 8.73 million in October. Third quarter
productivity was revised up to 5.2% fol-
lowing the upgrade of the third quarter
GDP annualized growth rate in the pre-
ceding week. Unit labor costs, instead,
were revised down to 1.2%. The
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decrease in unit labor costs resulted from
a 3.9% increase in hourly compensation
and a 5.2% increase in productivity.
Initial jobless claims for the week ending
December 2 were very similar to the
preceding week while continuing jobless
claims for the week ending November 25
decreased 64,000 to 1.861 million. The
unemployment rate for November
dropped to 3.7% from 3.9%. Average
hourly earnings increased more than ex-
pected (+0.4% vs +0.2%) but year-over-
year wages grew at a moderating 4.0%.
Factory orders fell 3.6% month-over-
month in October while the ISM Non-
Manufacturing Index increased to 52.7%
in November from 51.8% in October,
indicating that the service sector is still

expanding. The October trade balance
report showed a widening in the deficit to
$64.3 billion. The widening was the result
of exports being $2.6 billion less than
September exports and imports being
$0.5 billion more than September
imports. Consumer credit increased $5.2
billion in October, less than analysts

expected. Mortgages  applications
increased 2.8%, fueled by falling
mortgage rates.

The preliminary reading for the
University of Michigan Consumer

Sentiment Index for December came in
at 69.4, an improvement compared to
November’s reading. In the same period
a year ago, the index stood at 59.8.

Last Week: Indicator ggg]obr(teéd Eg;:;r;ilgsn* Comment
Factory Orders (Oct — Mo 8:30) -3.6% -2.6%

ISM Non-Manufacturing (Nov — Tu 14:00) 52.7% 52.4%

JOLTS (Oct — We 8:30) 8.73 Mil. NA Previous:9.35 Mil
MBA Mortgage Applications Index (12/2 — We 7:00) +2.8% NA

Productivity-Rev (Q3 — Th 8:30) +5.2% +4.8%

Unit Labor Costs-Rev (Q3 — Th 8:30) -1.2% -0.8%

Trade Balance (Oct — Th 8:30) -$64.3 Bil. -$64.4 Bil.

Initial Claims (12/2 — Th 8:30) 220K 223K Previous: 219K
Continuing Claims (11/25 — Th 8:30) 1,861K NA

Consumer Credit (Oct — Th 15:00) +$5.2 Bil. +$9.0 Bil.

Nonfarm Payroll (Nov — Fr 8:30) +199K +175K Nonfarm Private Payroll
Avg Hourly Earnings (Nov — Fr 8:30) +0.4% +0.2%

Unemployment Rate (Nov — Fr 8:30) 3.7% 3.9%

U. of Michigan Consumer Sentiment — Prelim (Oct — Fr 10:00) g9.4 62.6 Previous: 61.3
Next Week: Indicator Egg:c?tna?i%sn* Prior Comment

CPI (Nov — Tu 8:30) +0.1% 0.0%

Core CPI (Nov — Tu 8:30) +0.2% +0.2%

Treasury Budget (Nov — Tu 2:00) NA -$66.6 Bil.

PPI (Nov — We 8:30) 0.0% -0.5%

Core PPI (Nov — We 8:30) +0.2% +0.0%

Initial Claims (12/09 — Th 8:30) 218K 220K

Continuing Claims (12/02 — Th 8:30) NA 1,861K

Retail Sales (Nov — Th 8:30) +0.1% -0.1% Prior retail sales ex-auto: +0.1%
Export Prices (Nov — Th 8:30) NA -1.1%

Import Prices (Nov — Th 8:30) NA -0.8%

Industrial Production (Nov — Fr 9:15) 0.3% ~ -0.6%

i}!ﬂ! CHMURA

Week of December 11, 2023

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

www.chmura.com

© Chmura Economics & Analytics, 2023 1



WEEKLY ECONOMIC UPDATE

Economic Review

JOB OPENINGS are
continuing on a downward
trend. On the last business
day of October, there were
8.7 million unfilled positions
in the United States, 0.3%
down from September and
1.1% from a year ago. Over
the month, job openings

decreased in health care
and social assistance
(-236,000); finance and

insurance (-169,000); and
real estate and rental and

leasing (-49,000). By
contrast, job  openings
increased in professional
and business services
(+93,000); information
(+39,000); and
transportation,

warehousing, and utilities

(+33,000). The number of
new HIRES was down
month-over-month (from
5.90 in September to 5.89 in
October) with the number of
hires in accomodation and
food services decreasing
most severely (-110,000).

The U.S. trade deficit
widened in October as
exports fell from September.
The INTERNATIONAL
TRADE DEFICIT was $64.3
billion in October compared
to an upwardly revised
$61.2 billion in September.
Exports decreased $2.6
billion in October to $258.8
billion. Exports of consumer
goods declined $2.1 billion.
Imports increased $0.5
billion to $323.0 hillion;
capital goods imports rose
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$1.8 billion; and imports of
automotive vehicles, parts,
and engines declined $1.0
billion. The diverging path
for exports and imports
indicates weaker activity
abroad compared to
relatively strong economic
activity in the United States.

U.S employers added
199,000 jobs in November,
bringing up the 3-month av-
erage for total NONFARM
PAYROLLS to 204,000 from
192,000. While October
nonfarm payrolls were un-
changed, the nonfarm pay-
rolls for September were
downwardly revised from
297,000 to 262,000.
121,000 jobs were added in
service-providing industries,
with 99,000 of those jobs
coming from the educa-
tion/health industries. Man-
ufacturing added 28,000
jobs in November, primarily
driven by recently striking
employees for automobile
manufacturing firms return-
ing to work. The UNEM-
PLOYMENT RATE experi-
enced an unexpected drop
from 3.9% to 3.7%, in addi-
tion to an increase in the la-
bor force participation rate
(from 62.7% to 62.8%),
which indicates strong hiring
activity in November.
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Fed Speeches

On December 5", Governor
Michelle W. Bowman
shared some reflections
about building a more inclu-
sive financial system with
participants of the Aspen In-
stitute in Washington, D.C.
Bowman highlighted the
Federal Reserve’s responsi-
bility to foster an inclusive
economy that works for all
people:

“An inclusive financial
system offers access
and choices that en-
hance consumers' and
businesses' financial
well-being. From check-
ing and savings ac-
counts to credit and in-
surance, consumers
benefit from having fi-
nancial products and
services that are afford-
able, safe, and respon-
sive to their needs.
Without them, consum-
ers may turn to alterna-
tive financial services,
which can often be more
costly or may lead to
consumer harm.”

Bowman detailed some of
the work that the Fed has re-
cently completed in support
of small-dollar lending.
Small-dollar lending is an al-
ternative for individuals who
do not have a bank account
and rely on costly payday
lenders and check-cashing
outlets to pay their ex-
penses:

“‘Consumers use small-
dollar credit to address
temporary cash-flow im-
balances, unexpected
expenses, or income
shortfalls during periods
of economic stress or
natural disasters.”

Moreover, the central bank
has committed $8.5 billion in
low-cost capital to fund insti-
tutions whose mission is to
provide safe, sound, and ac-
cessible banking system to
underserved  populations
such as Minority Depository
Institutions and Women-
Owned Depository Institu-
tions.

WEEKLY ECONOMIC UPDATE

Financial Markets

The Dow Jones Industrial Average was flat for the
week but both the S&P 500 and the NASDAQ ad-
vanced 0.2% and 0.7%, respectively. Yields on gov-
ernment securities reversed their recent trend and
bounced back, except for the 10-year Treasury bond
that shed 9 basis points. Yields on municipal bonds
fell across the board. The average 30-year conven-
tional mortgage rate dropped to 7.22%, its lowest
level since August. The price of gold decreased
3.2%. Crude oil prices continue to decline. This week
they dropped 4.1%, finishing at $71.23 per barrel. On
the Forex market, the U.S. dollar traded lower against
the Japanese Yen (-1.32%) but appreciated against
the euro (+1.1%).
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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-

prepared to adjust the stance of
monetary policy as appropriate if
risks emerge that could impede
the attainment of the
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Committee's goals. The Commit-
tee's assessments will take into
account a wide range of infor-
mation, including readings on

labor market conditions, inflation
pressures and inflation expecta-
tions, and financial and interna-
tional developments.”

ber policy meeting. In the state-
ment released following the No-  ENYERINS prime  ed
vember meeting, the FOMC said,
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“In assessing the appropriate 4" Qtr 23 8.5 5.3 5.33 5.5 5.0 4.6 4.8 7.5
stance of monetary policy, the 1= Qtr ‘24 8.5 5.4 5.35 5.5 4.9 4.6 4.7 7.6
Committee will continue to moni- 2 Qtr 8.4 5.3 5.07 5.4 49 48 48 77
tor the implications of incoming . - . . : : : :

information for the economic out- 3 Qtr 8.1 5.0 4.94 5.1 4.8 4.7 4.8 7.4
look. The Committee would be 4% Qtr 7.7 45 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

12/1/2023

12/8/2023

MONEY MARKETS (Changes in BPs)

Prime 8.50 8.50 0 0
Secured Overnight Financing Rate (SOFR) 5.32 5.33 1) 0 1
Fed Funds (Wed close) 5.33 5.33 0 0
TREASURIES (BE) (Changes in BPs)
3 Months 5.44 5.43 1 (9) 11)
6 Months 5.39 5.33 6 ) (10)
1 Year 5.13 5.05 8 (25) (29)
2 Years 4.71 4.56 15 (33) (27)
5 Years 4.24 4.14 10 (41) (15)
10 Years 4.23 4.22 1 (38) (3)
30 Years 4.31 4.40 9) (42) (2)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.81 2.82 1) (60) (37)
5-Year Muni 2.47 2.57 (10) (72) (43)
10-Year Muni 2.55 2.65 (10) (64) (36)
30-Year Muni 3.66 3.75 9) (62) (30)
30-Year Conventional Mortgage 7.03 7.22 (19) (47) (9)
MARKET INDICATORS (Changes in %)
DJIA 36,247.87 36,245.50 0.0 5.7 4.8
S&P 500 4,604.37 4,594.63 0.2 4.3 3.3
NASDAQ 14,403.97 14,305.03 0.7 4.4 4.7
CRB Futures 299.33 308.07 (2.8) (3.5) (6.4)
Oil (WTI Crude) 71.23 74.27 (4.2) (11.9) (17.0)
Gold 2,004.67 2,071.54 (3.2) 35 45
Yen / Dollar 144.95 146.85 (1.3) (3.0) (0.8)
Dollar / Euro 1.08 1.09 (1.2) 0.7 0.6
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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