WEEKLY ECONOMIC UPDATE

Summary

A strong U.S. jobs report on Friday
boosted investor confidence, erasing eg-
uity market losses from earlier in the
week. The Dow Jones Industrial Average
ended the week 0.1% higher, the S&P
500 gained 0.2%, and the NASDAQ
inched up 0.1%.

The labor market picked up in
September after a few months of
weaker performance. Hiring activity
was much stronger than expected,
especially in the private sector, with
employers adding almost 100,000
more jobs than expected. The
unemployment rate dropped to 4.1%,
down from a recent high of 4.3% in
July. The number of job openings on
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the last day of August also increased
to 8.04 million from 7.71 million in the
previous month. Hourly earnings grew
faster than expected in September,
with the annual rate accelerating to
4.1% from 3.9% in August. Most of the
job gains were concentrated in the
service sector. Employment in
manufacturing dropped by 7,000,
continuing recent struggles for this
sector. The ISM Manufacturing Index
for September remained in
a contraction zone at 47.2%. The cor-
responding index for services acceler-
ated more than expected in September,
pointing to solid growth in the economy's
largest sector. Initial jobless claims for

the week ending September 28 checked
in at 225,000, broadly in line with econo-
mists’ expectations. Continuing jobless
claims for the week ending September
21 decreased by 1,000 to 1.826 million.
Factory orders decreased 0.2% month-
over-month in August. New orders for du-
rable goods were flat, while new orders
for nondurable goods were down 0.5%.
Total construction spending declined
0.1% month-over-month in August, led
by a 1.5% decline in new single-family
construction. Mortgage applications in
the U.S. eased by 1.3% from the week
ending September 27th, the first drop in
over one month.

Last Week: Indicator é\‘eupn;a:j Eg;eszcetnastiuosn* Comment
ISM Manufacturing Index (Sep — Tue 10:00) 47.2% 47.7%
JOLTS - Job Openings (Aug — Tue 10:00) 8.040M NA
Construction Spending (Aug — Tue 10:00) -0.1% +0.1%
MBA Mortgage Applications Index (09/28 — Wed 07:00) -1.3% NA
Initial Claims (09/28 — Thu 08:30) 225K 223K
Continuing Claims (09/21 — Thu 08:30) 1,826K NA
Factory Orders (Aug — Thu 10:00) -0.2% +0.1%
ISM Services PMI (Sep — Thu 10:00) 54.9% 51.6%
Nonfarm Payrolls (Sep — Fri 08:30) 254K 135K
Nonfarm Private Payrolls (Sep — Fri 08:30) 223K 125K
Avg. Hourly Earnings (Sep — Fri 08:30) +0.4% +0.3%
Unemployment Rate (Sep — Fri 08:30) 4.1% 4.2%

Next Week: Indicator

Consensus

Comment

Expectation*

Consumer Credit (Aug — Mon 15:00) $12.7B $25.5B
Trade Balance (Aug — Tue 08:30) -$71.3B -$78.8B
MBA Mortgage Applications Index (10/05 — Wed 07:00) NA -1.3%
Initial Claims (10/05 — Thu 08:30) 229K 225K
Continuing Claims (09/28 — Thu 08:30) NA 1,826K
CPI (Sep — Thu 08:30) +1% +0.2%
Core CPI (Sep — Thu 08:30) +0.2% +0.3%
Treasury Budget (Sep — Thu 14:00) NA -$380.1B
PPI (Sep — Fri 08:30) +0.1% +0.2%
Core PPI (Sep — Fri 08:30) +0.2% +0.3%
U. of Michigan Consumer Sentiment - Prelim (Oct — Fri 10:00) 70.1 70.1
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The September ISM MANU-
FACTURING INDEX was flat
at 47.2% in September. This
is the 22nd time in the last 23
months that the manufactur-
ing index has checked in be-
low 50%, the dividing line be-
tween expansion and con-
traction. New orders, produc-
tion, supply delivery, and the
backlog of orders improved in
September, but prices, em-
ployment, and exports deteri-
orated leaving the total index
unchanged. While conditions
in the U.S. manufacturing
sector remained weak, activ-
ity in the service sector, the
largest sector of the U.S.
economy, accelerated in Sep-
tember, albeit without an ac-
companying expansion in
employment. The ISM SER-
VICES INDEX increased to
54.9% in September from
51.5% in August.

September NONFARM PAY-
ROLLS increased by
254,000. Excluding govern-
ment jobs, employers added
223,000. The 3-month aver-
age for total nonfarm payrolls
increased to 186,000 from
140,000. The jump in the 3-
month average was boosted
by an upward revision in Au-
gust nonfarm payrolls to
159,000 from 142,000. July
nonfarm payrolls were also
revised to 144,000 from
89,000. The strong hiring ac-
tivity was not equal across all
industries. The service sector
held the lion's share, account-
ing for 80% of all hiring. Man-
ufacturing, instead, shed
7,000 jobs in September after
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dropping 27,000 in August.
Construction added 21,000
new jobs, a solid 0.25% in-
crease of the industry's total
employment.

Total CONSTRUCTION
SPENDING declined 0.1%
month-over-month in August
but remained higher than a
year ago (+4.1%). Private
construction spending de-
creased 0.2% month-over-
month while public construc-
tion increased 0.3%, led by a
1.1% increase in highway and
street spending. In private
construction, residential
spending was down 0.3%, led
by a 1.5% decline in new sin-
gle-family construction. New
multifamily construction was
down 0.4%. Nonresidential
spending declined 0.1%,
paced by a 0.4% decline in
commercial spending and a
0.3% decline in power spend-
ing.
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Fed Speeches

Last Monday, Chair Jerome
Powell spoke at the National
Association for Business
Economics Annual Meet-
ings in Nashville, Tennes-
see. In his review of the
U.S. economic outlook,
Chair Powel highlighted the
progress the central bank
has made toward a soft
landing:

“For much of the past
three years, inflation ran
well above our goal, and
the labor market was ex-
tremely tight. Appropri-
ately, our focus was on
bringing down inflation.

has shifted to relaxing its
monetary policy before it be-
comes too restrictive. As we
have heard many times be-
fore, the FOMC does not
have a preset path in mind,
but they will decide at each
meeting based on the data
available:

“Looking forward, if the
economy evolves
broadly as expected, pol-
icy will move over time
toward a more neutral
stance. But we are not
on any preset course.
The risks are two-sided,
and we will continue to
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Financial Markets

The stock market rallied on a better-than-expected la-
bor market report. The Dow Jones Industrial Average
gained over 300 points on Friday to set a new all-time
closing record. The S&P 500 advanced 0.2% for the
week, and the NASDAQ climbed 0.1%. The strong
labor market report lowered investors’ expectations
of another big rate cut at the next FOMC meeting,
sending yields on Treasury securities and municipal
bonds up. The average 30-year conventional mort-
gage rate gained 4 based points, ending the week at
6.12%. Gold prices inched down 0.1%. Escalating
geopolitical tensions in the Middle East pushed oil
prices 8.9% higher. On the forex market, the U.S. dol-
lar gained strength against major currencies. The
greenback traded 4.6% higher against the Yen and
1.7% 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
target rate down by 50 bps to
4.75% to 5.00% while contin-

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.”
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FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
10/4/2024 9/29/2024 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 8.00 8.00 (50) (50)
Secured Overnight Financing Rate (SOFR) 4.85 4.84 (50) (48)
Fed Funds (Wed close) 4.83 4.83 (50) (50)
TREASURIES (BE) (Changes in BPs)
3 Months 4.73 4.68 5 (40) (73)
6 Months 4.45 4.35 10 (24) (89)
1 Year 4.20 3.90 30 10 (78)
2 Years 3.93 3.55 38 27 (67)
5 Years 3.81 3.50 31 31 (41)
10 Years 3.98 3.75 23 26 (30)
30 Years 4.26 4.10 16 23 (21)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.42 2.39 3 0 (70)
5-Year Muni 2.38 2.37 1 3) (58)
10-Year Muni 2.64 2.63 1 23 (22)
30-Year Muni 3.59 3.55 4 3 (21)
30-Year Conventional Mortgage 6.12 6.08 4 (23) (83)
MARKET INDICATORS (Changes in %)
DJIA 42,352.75 42,313.00 0.1 5.0 7.6
S&P 500 5,751.07 5,738.17 0.2 6.3 3.3
NASDAQ 18,137.85 18,119.59 0.1 8.7 (1.2)
CRB Futures 346.92 339.83 2.1 9.7 0.7
Oil (WTI Crude) 74.63 68.55 8.9 1.4 (8.4)
Gold 2,651.26 2,653.76 (0.1) 6.2 10.8
Yen / Dollar 148.72 142.15 4.6 1.7 (7.6)
Dollar / Euro 1.10 1.12 1.7) (1.0) 12

The information in this newsletter is obtained from sources we believe to be reliable. We cannot, however, guarantee its accu racy and
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completeness. Furthermore, the opinions in this report constitute our present judgment, which is subject to change without notice.
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