WEEKLY ECONOMIC UPDATE

Summary

The stock market finished slightly lower
on Friday, but still ended the week in pos-
itive territory. The Dow Jones Industrial
Average and the S&P 500 both gained
0.6% and the NASDAQ rose 1.0%.
Housing data showed mixed results for
the week. The FHFA Housing Price In-
dex for July rose slightly by 0.1%, while
the S&P Case-Shiller Home Price Index
increased by 5.9%. New home sales in
August exceeded expectations, clocking
in at a seasonally adjusted annual rate of
716,000 units compared to the consen-
sus of 695,000. Mortgage applications
surged by 11.0%, indicating increased
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buyer activity due to dropping rates. In
the broader economy, real GDP growth
for Q2 (3" estimate) was reported at an
annualized 3.0%, matching expecta-
tions. The GDP Deflator came in at 2.5%.
Despite expectations of a 2.9% drop, du-
rable goods orders for August remained
flat and showed a slight gain of 0.5%
when excluding transportation. Personal
income and spending for August in-
creased by 0.2% each, slightly below ex-
pectations. Core PCE prices, a key infla-
tion measure, rose by 0.1% in August,
signaling moderate inflationary pres-
sures. Consumer confidence dipped in

September, with the index falling to 98.7
from the expected 102.9, showing poten-
tial concerns among consumers regard-
ing the future economic outlook. Mean-
while, the University of Michigan's final
consumer sentiment reading for Septem-
ber was 70.1, also reflecting some soft-
ness in consumer sentiment. On the la-
bor front, initial jobless claims for the
week ending September 21 came in
slightly lower than expected at 218,000,
compared to the consensus of 224,000.
Continuing jobless claims for the prior
week remained elevated at 1.834 million.

Last Week: Indicator Ié\leuprgt)tee:j (E:)?Ssstr]a?x)sn* Comment
FHFA Housing Price Index (Jul — Tue 09:00) +0.1% NA

S&P Case-Shiller Home Price Index (Jul — Tue 09:00) +5.9% 6.0%

Consumer Confidence (Sep — Tue 10:00) 98.7 102.9

MBA Mortgage Applications Index (09/21 — Wed 07:00) +11.0% NA

New Home Sales (Aug — Wed 10:00) 716K 695K

Durable Orders (Aug — Thu 08:30) +0.0% -2.9% +0.5% ex. transportation
GDP - Third Estimate (Q2 — Thu 08:30) +3.0% +3.0%

GDP Deflator - Third Estimate (Q2 — Thu 08:30) +2.5% +2.5%

Initial Claims (09/21 — Thu 08:30) 218K 224K

Continuing Claims (09/14 — Thu 08:30) 1,834K NA

Personal Income (Aug — Fri 08:30) +0.2% +0.4%

Personal Spending (Aug — Fri 08:30) +0.2% +0.3%

PCE Prices (Aug — Fri 08:30) +0.1% +0.1% Core +0.1%
U. of Michigan Consumer Sentiment - Final (Sep — Fri 10:00) 70.1 69.0

Next Week: Indicator é(%réscfgtsigﬁ* Prior Comment
ISM Manufacturing Index (Sept — Mo 10 :00) A47.7% 47 .2%

JOLTS - Job Openings (Aug — Mo 10:00) NA 7.673 M Not available
Construction Spending (Aug — Mo 10:00) +0.1% -0.3%

Initial Claims (09/28 — Thu 08:30) 223K 218K

Continuing Claims (09/21 — Thu 08:30) NA NA Not available
Factory Orders (Aug — Thu 10:00) +0.1% +5.0%

ISM Non-Manufacturing Index (Sept — 10:00) 51.6% 51.5%

Nonfarm Payrolls (Sept — Fr 8:30) +135K +142K Private payrolls expected +125K
Avg Hourly Earnings (Sept — Fr 8:30) +0.3% +0.4%

Unemployment Rate (Sept — Fr 8:30) 4.2% 4.2%

Average Workweek (Sept — Fr 8:30) 34.3 34.3

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

The Conference Board's
CONSUMER CONFIDENCE
INDEX fell to 98.7 in Septem-
ber from an upwardly revised
105.6 (from 103.5) in August.
The Present Situation Index
dropped 7.7% to 124.3 in
September. A number of fac-
tors contributed to this drop. A
softening of the labor market
led to fewer respondents say-
ing jobs were plentiful and
more saying jobs were hard to
get. Moreover, consumers'
average 12-month inflation
expectations climbed to 5.2%
from 5.0% in August. Thisis a
reversal of the decreasing
trend seen in recent months.
The Expectations Index,
which is based on consumers'
short-term outlook for the
economy, also fell in Septem-
ber, but only by 5.3% to 81.7.
A reading below 80 of the Ex-
pectations Index has histori-
cally signaled a recession
within a year.

PERSONAL INCOME and
CONSUMER SPENDING
moderated in August. Per-
sonal income increased 0.2%
month-over-month in August,
down from a 0.3% increase in
July. Although income in-
creased by only 0.2%, wages
and salaries were up 0.5%
month-over-month. Rental in-
come increased 0.7% month-
over-month after increasing
0.7% in July, suggesting that
rental prices are still climbing.
However, declining interest
rates are lowering personal
interest income, which fell by
0.6%. Personal dividend in-
come was down 0.4% month-
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over-month after falling 0.3%
in July. Personal spending in-
creased 0.2% following a
0.5% increase in July. After
adjusting for inflation, Real
personal spending was up
0.1% month-over-month and
2.9% year-over-year. The
personal savings rate as a
percentage of disposable per-
sonal income dipped to 4.8%
from 4.9%.

DURABLE GOODS OR-
DERS were flat month-over-
month in August, following a
9.9% increase in July. How-
ever, since transportation
goods orders (cars, airplanes,
etc) are extremely volatile, ex-
cluding these orders can
sometimes show a better pic-
ture. New orders for transpor-
tation equipment fell 0.8% fol-
lowing a 34.6% increase in
July. Excluding transporta-
tion, durable goods orders
were up 0.5% month-over-
month following an upwardly
revised 0.1% decline in July.
More importantly, new orders
for nondefense capital goods
excluding aircraft -- a proxy
for business spending -- in-
creased 0.2% month-over-
month, bouncing back from a
0.2% decline in July. Ship-
ments of nondefense capital
goods orders excluding air-
craft, which factor into GDP
computations, increased
0.1% after sliding back 0.4%
in July.
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Fed Speeches

On September 26, Governor
Michelle Bowman gave a
speech at the Mid-Size
Bank Coalition of America
Board of Directors Work-
shop in Dallas, Texas. Bow-
man was the lone dissenter
against the FOMC’s 50 bps
rate cut and shared her ra-
tionale behind her decision:

“‘As the post-meeting
statement noted, | dis-
sented from the FOMC's
decision, preferring in-
stead to lower the target
range for the federal
funds rate by 1/4 per-
centage point to 5 to
5-1/4 percent... | agreed
with the Committee's as-
sessment that, given the

notes, | preferred a
smaller initial cut in the
policy rate while the U.S.
economy remains strong
and inflation remains a
concern, despite recent
progress.”

Bowman remained con-
cerned with recent con-
sumer habits, such as a de-
cline in certain discretionary
spending:

“Although personal con-
sumption has remained
resilient, consumers ap-
pear to be pulling back
on discretionary items
and expenses, as evi-
denced in part by a de-
cline in restaurant
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Financial Markets

The stock market continued its strong run, posting an-
other week of gains. The Dow Jones Industrial Aver-
age gained 0.6%, the S&P 500 advanced 0.6%, and
the NASDAQ climbed 1.0%. Lower interest rates con-
tinued to push yields on short-term Treasury securi-
ties down. As short-term rates dropped, investors
shifted their attention to medium- and long-term
Treasury securities. The yield gap between the 3-
month bill and the 10-year bond narrowed to 93 bps
from 102 bps a week earlier. The average 30-year
conventional mortgage rate continued to inch lower,
ending the week at 6.08%. Gold prices saw a slight
increase, ending the week at $2,653.76. Crude oil
prices fell by 4.7%, ending the week at $68.55. In the
forex market, the U.S. dollar traded 1.2% lower
against the Yen and was unchanged from a week ago
against the Euro.
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Interest Rate Forecast*®

During the Fed's September
policy meeting, the Federal
Open Market Committee
(FOMC) cut the federal funds

of monetary policy as appro-
priate if risks emerge that
could impede the attainment
of the Committee's goals. The

Committee's  assessments
will take into account a wide
range of information, includ-
ing readings on labor market

conditions, inflation pressures
and inflation expectations,
and financial and interna-
tional developments.”

target rate down by 50 bps to
4.75% to 5.00% while contin-
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FINANCIAL MARKET SUMMARY

As of As of

9/20/2024

9/27/2024

MONEY MARKETS (Changes in BPs)

Prime 8.00 8.50 (50) (50) (50)
Secured Overnight Financing Rate (SOFR) 4.83 4.82 1 (50) (51)
Fed Funds (Wed close) 4.83 4.83 0 (50) (50)
TREASURIES (BE) (Changes in BPs)

3 Months 4.68 4.75 (@) (53) (80)
6 Months 4.35 4.43 (8) (54) (98)
1 Year 3.90 3.92 (2) (48) (119)
2 Years 3.55 3.55 0 (36) (116)
5 Years 3.50 3.48 2 (21) (83)
10 Years 3.75 3.73 2 (16) (61)
30 Years 4.10 4.07 3 (10) (41)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.39 2.40 @ 9) (75)
5-Year Muni 2.37 2.39 2) (10) (59)
10-Year Muni 2.63 2.62 1 16 (23)
30-Year Muni 3.55 3.54 1 (10) (24)
30-Year Conventional Mortgage 6.08 6.09 (1) (27) (78)
MARKET INDICATORS (Changes in %)

DJIA 42,313.00 42,063.36 0.6 1.8 8.2
S&P 500 5,738.17 5,702.55 0.6 1.6 51
NASDAQ 18,119.59 17,948.32 1.0 2.3 2.2
CRB Futures 339.83 335.31 1.3 3.6 (0.3)
QOil (WTI Crude) 68.55 71.92 (4.7) (8.4) (15.1)
Gold 2,653.76 2,621.88 1.2 6.0 14.1
Yen / Dollar 142.15 143.85 (1.2) (1.5) (11.0)
Dollar / Euro 1.12 1.12 0.0 1.0 4.2

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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