WEEKLY ECONOMIC UPDATE

Summary

The stock market bounced back from
last week's big losses: the Dow Jones
Industrial Average gained 2.6%, the
S&P 500 advanced 4.0%, and the
NASDAQ surged 6.0%. A series of
hotter-than-expected inflation reports
last week have shifted investors’
expectations toward a moderate Fed
funds rate cut at the FOMC meeting.
August CPI cooled year-over-year to
2.5%, a three-year low. However, core
CPI, which excludes volatile food and
energy prices, accelerated by 0.3%
month-over-month, a departure from
the recent trend. August core PPI, a
leading indicator of future inflation,
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increased 2.4% year-over-year from
2.3% in July. In contrast, import prices
declined 0.3% in August, led by a
3.0% drop in fuel prices, bringing some
relief to consumers’ finances. August’s
export prices dropped 0.7% month-
over-month. Consumer credit
increased by $25.5 billion in July, more
than twice as much as expected.
Falling interest rates, in anticipation of
future Fed funds rate cuts, are boosting
consumer spending. Similarly,
mortgage rate applications rose 1.4%
for the week ending September 7 after
increasing 1.6% the week before.
Rates on a 30-year fixed mortgage

have fallen nearly 160 basis points
from a recent peak in October 2023.
Declining interest rates are reviving
consumer optimism. The University of
Michigan’s consumer sentiment index
increased to 69 from 67.9 in July. The
U.S. government continues to run
large budget deficits. The Treasury
budget for August showed a deficit of
$380.1 billion, bringing the fiscal year-
to-date deficit to $1.897 trillion, which
is 24% higher than the deficit at this
time last year. Initial and continuing
jobless claims were mostly unchanged
from last week.

Last Week: Indicator é\leuprgzzrd g;g:stna?ili)sn* Comment
Consumer Credit (Jul — Mon 15:00) $25.5B $11.5B

MBA Mortgage Applications Index (09/07 — Wed 07:00) +1.4% NA Previous week: +1.6%
CPI (Aug — Wed 08:30) +0.2% +0.2%

Core CPI (Aug — Wed 08:30) +0.3% +0.2%

Initial Claims (09/07 — Thu 08:30) 230K 229K

Continuing Claims (08/31 — Thu 08:30) 1,850K NA

PPI (Aug — Thu 08:30) +0.2% +0.2%

Core PPI (Aug — Thu 08:30) +0.3% +0.2%

Treasury Budget (Aug — Thu 14:00) -$380.1B NA

Export Prices (Aug — Fr 08:30) -0.7% NA

Import Prices (Aug — Fr 08:30) -0.3% NA

U. of Michigan Consumer Sentiment - Prelim (Sep — Fr 10:00) 69.0 NA

Next Week: Indicator ECXZSC?;?SS* Prior Comment
Retail Sales (Aug — Tue 08:30) -0.2% +1.0%

Retail Sales ex-auto (Aug — Tue 08:30) +0.2% +0.4%

Industrial Production (Aug — Tue 09:15) +0.1% -0.6%

Capacity Utilization (Aug — Tue 09:15) 77.9% 77.8%

MBA Mortgage Applications Index (09/14 — Wed 07:00) NA 1.4%

Housing Starts (Aug — Wed 08:30) 1,320K 1,238K

Building Permits (Aug — Wed 08:30) 1,415K 1,396K

Initial Claims (09/14 — Thu 08:30) 232K 230K

Continuing Claims (09/07 — Thu 08:30) NA 1,850K

Existing Home Sales (Aug — Thu 10:00) 3.90M 3.95M

Leading Indicators (Aug — Thu 10:00) -0.3% -0.6%

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

CONSUMER CREDIT
increased by $25.5 billion in
July after increasing $5.2
billion in June. Revolving
credit, which includes credit
cards, increased by $10.6
billion to $1.359 trillion, while
nonrevolving credit, which
includes car and student
loans, increased by $14.8
billion to $3.734 trillion. In
July, consumer credit
increased at a seasonally
adjusted annual rate of 6.0
percent. Revolving credit
increased by 9.4% annually
and nonrevolving  credit
increased by 4.8%. The
report demonstrated that
both revolving and
nonrevolving  credit saw
growth in July, driven in part
by decreasing interest rates.

Inflation continued to moder-
ate in August. Total CPl was
2.5% versus 2.9% in July.
The reading was the lowest
12-month increase since Feb-
ruary of 2021. Excluding vola-
tile food and energy, core-CPI
was unchanged from July —
still sitting at a 3.2% year-
over-year increase. Shelter
remains the main driver of the
elevated inflation. The index
is still up 5.2% year-over-
year. Excluding shelter from
the basket of goods in the
CPI, the index was up only
1.1% in August, well within
the Fed inflation target of 2%.
Energy prices also continue
to moderate. The energy in-
dex was down 0.8% from July
and 4.0% year-over-year. De-
spite positive strides in the
overall inflation
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measurement, core inflation
remains persistently above
the Fed's 2.0% target (which
is based on the PCE Price In-
dex). Ultimately, the high core
inflation figures, both monthly
and annually, will likely be a
central concern for the Fed
and a key factor in limiting the
magnitude any September
rate cut.

The TREASURY BUDGET
for August revealed a deficit
of $380.1 billion, a sharp con-
trast to the $89.3 billion sur-
plus recorded in the same pe-
riod last year. August has his-
torically been a deficit month
in 69 out of the last 70 fiscal
years, largely due to the ab-
sence of major tax due dates.
This month’s deficit was
driven by outlays of $687 bil-
lion exceeding receipts of
$307  hillion. (Treasury
Budget data is not seasonally
adjusted, meaning the August
deficit cannot be directly com-
pared to July’s figures). Key
contributors to receipts in Au-
gust were Individual Income
Taxes, totaling $137 billion,
followed by Social Insurance
and Retirement Receipts at
$131 billion. On the spending
side, the largest outlays were
Medicare ($129 billion), So-
cial Security ($124 billion),
National Defense ($83 bil-
lion), Health ($81 billion), and
Net Interest ($80 billion). The
fiscal year-to-date deficit has
now reached $1.897 trillion, a
24% increase compared to
the same period last year.
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Fed Speeches

There were no speeches, This is due to the Federal

Financial Markets

testimony, or interviews by Open Market Committee After starting the month with a big sell-off, the stock
Federal Reserve officials meeting this week market recovered most of its losses last week. The
last week relevant to mone- Dow Jones Industrial Average gained 2.6%, the S&P
tary policy. 500 advanced 4.0% and the NASDAQ surged 6.0%.

Yields on treasury securities dropped across the
board, with short-term securities dropping faster. The
average 30-year conventional mortgage rate shed 16
basis points, ending the week at 6.20%, the lowest
rate since February 2023. Geopolitical and economic
uncertainty, but also robust central bank buying, is
driving up the price of gold, which reached a new rec-
ord high on Friday. The price of crude oil advanced
1.7%, ending the week at $69.26. On the forex mar-
ket, the U.S. dollar traded lower against the Japanese
Yen but remained mostly unchanged against the
Euro.
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Interest Rate Forecast*

During the Fed's July policy
meeting, the Federal Open
Market Committee (FOMC)
kept the federal funds rate
target at 5.25% to 5.50%
while continuing to reduce

the Committee will continue
to monitor the implications
of incoming information for
the economic outlook. The

Committee would be pre-

pared to adjust the stance of

monetary policy as appropri-

ate if risks emerge that
6-Mo.

T-Bill

could impede the attainment
of the Committee's goals.”

10-Yr.
Treasury

30-Yr
Bond

its holding of Treasury secu- 3 Qtr. 24 8.49 5.33 5.32 5.30 4.64 4.31 451 6.86
rities. In the statement re- 4" Qtr 8.25 5.13 5.11 5.20 4.71 4.36 4.57 6.82
leased following the meet- 1 Qtr ‘25 7.92 4.79 4.77 4.91 4.68 4.38 4.53 6.68
ing, the FOMC said, “In as- 2™ Qtr 7.58 4.46 4.44 4.62 461 4.39 4.48 6.51
sessing the appropriate 3¢ Qtr 7.17 4.04 4.02 4.19 4.40 4.32 4.40 6.36
stance of monetary policy, August 2024
FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
9/13/2024 9//2024 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.50 8.50 0 0
Secured Overnight Financing Rate (SOFR) 5.33 5.35 2) (2)
Fed Funds (Wed close) 5.33 5.33 0 0
TREASURIES (BE) (Changes in BPs)
3 Months 4.97 5.13 (16) (36) (54)
6 Months 4.60 4.69 9) (42) (76)
1 Year 4.00 4.10 (10) (49) (107)
2 Years 3.57 3.66 (9) (49) (110)
5 Years 3.43 3.50 ) (34) (79)
10 Years 3.66 3.72 (6) (23) (54)
30 Years 3.98 4.03 (5) (7) (36)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.40 2.42 ) (26) (71)
5-Year Muni 2.39 2.41 @) (21) (50)
10-Year Muni 2.63 2.63 0 3 (19)
30-Year Muni 3.56 3.56 0 (6) (19)
30-Year Conventional Mortgage 6.20 6.35 (15) (29) (75)
MARKET INDICATORS (Changes in %)
DJIA 41,393.78 40,345.41 2.6 1.8 7.3
S&P 500 5,626.02 5,408.42 4.0 1.3 3.6
NASDAQ 17,683.98 16,690.83 6.0 0.3 (0.0)
CRB Futures 324.85 316.27 2.7 (0.2) (5.6)
Qil (WTI Crude) 69.26 68.13 1.7 (10.0) (8.0)
Gold 2,580.38 2,496.20 3.4 2.9 10.7
Yen / Dollar 140.93 142.30 (1.0 (3.9 (10.1)
Dollar / Euro 1.11 1.11 (0.1) 0.5 3.4
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The information in this newsletter is obtained from sources we believe to be reliable. We cannot, however, guarantee its accu racy and
completeness. Furthermore, the opinions in this report constitute our present judgment, which is subject to change without notice.
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