WEEKLY ECONOMIC UPDATE

Summary

The stock market retreated last week,
driven by a sell off of big tech-companies
on Thursday. The NASDAQ lost 1.5%
and the S&P 500 dropped 1.4%. The
Dow Jones Industrial Average ended
mostly flat. A series of devastating hurri-
canes and strikes during the month of
September are likely behind last week’s
weak labor market report for September,
and analysts expect a rebound in Octo-
ber. Job openings dropped to their lowest
level in 3 %2 years. Employers added only
12,000 jobs, a tenth of what was ex-
pected. Nonfarm private payrolls de-
clined by 28,000. The October
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unemployment rate held steady at 4.1%,
and wages grew 0.4% month-over
month, a small acceleration compared to
September. Initial claims continued to
decline after a small increase at the be-
ginning of October. However, the four-
week moving average for continuing
claims reached 1,869,250, the highest
since November 27, 2021. While layoff
activity remains subdued, it has been
more challenging for laid-off workers to
find new employment. The employment
cost index moderated to 0.8% in the third
quarter from 0.9% in the previous quar-
ter. Real GDP increased at an annual

rate of 2.8% in the third quarter. While
this was slightly below recent expecta-
tions, back in August a poll of economists
surveyed by Bloomberg expected only a
1.7% increase. Core PCE, which is used
by the Fed as a benchmark for its mone-
tary policy, was up 0.3% over the month
and remains stubbornly at 2.7% year-
over-year for the third straight month.
The Conference Board's Consumer Con-
fidence Index jumped to 108.7 in Octo-
ber, marking the strongest monthly gain
since March 2021.

Last Week: Indicator R’\leup?:)tgj Eg;g;r;‘i%sn* Comment
FHFA Housing Price Index (Aug — Tue 09:00) +0.3% NA
S&P Case-Shiller Home Price Index (Aug — Tue 09:00) +5.2% +5.1% Deceleration from +5.9 in July
Consumer Confidence (Oct — Tue 10:00) 108.7 99.0
JOLTS - Job Openings (Sep — Tue 10:00) 7.44M NA
MBA Mortgage Applications Index (10/26 — Wed 07:00) -0.1% NA
Chain Deflator-Adv. (Q3 — Wed 08:30) +1.8% +2.3% Deceleration from +2.5 in Q2
GDP-Adv. (Q3 — Wed 08:30) +2.8% +3.0%
Initial Claims (10/26 — Thu 08:30) 216K 229K
Continuing Claims (10/19 — Thu 08:30) 1,826K NA
PCE Prices (Sep — Thu 08:30) +0.2% +0.2%
PCE Prices - Core (Sep — Thu 08:30) +0.3% +0.2%
Personal Income (Sep — Thu 08:30) +0.3% +0.4%
Personal Spending (Sep — Thu 08:30) +0.5% +0.4%
Nonfarm Payrolls (Oct — Fri 08:30) 12K 120K
Nonfarm Private Payrolls (Oct — Fri 08:30) -28K 105K
Avg. Hourly Earnings (Oct — Fri 08:30) +0.4% +0.3%
Unemployment Rate (Oct — Fri 08:30) 4.1% 4.1%
Construction Spending (Sep — Fri 10:00) +0.1% 0.0% Total residential spending increased 0.2%
ISM Manufacturing Index (Oct — Fri 10:00) 46.5% 47.6% Readings below 50% indicate contraction
Next Week: Indicator é(%r;i(tagtsigr?* Prior Comment
Factory Orders (Sep — Mon 10:00) -0.4% -0.2%
Trade Balance (Sep — Tue 08:30) -$74.0B -$70.4B
ISM Services PMI (Oct — Tue 10:00) 53.5% 54.9%
MBA Mortgage Applications Index (11/02 — Wed 07:00) NA -0.1%
Initial Claims (11/02 — Thu 08:30) 222K 216K
Continuing Claims (10/26 — Thu 08:30) NA 1862K
Productivity-Prel (Q3 — Thu 08:30) +2.3% +2.5%
Unit Labor Costs-Prel (Q3 — Thu 08:30) +0.5% +0.4%
Consumer Credit (Sep — Thu 15:00) $13.5B $8.9B
U of Michigan Consumer Sentiment - Prelim (Nov — Fri 10:00) 70.6 70.5
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The Bureau of Economic
Analysis released the first
estimate of the U.S. GDP for
the third quarter of the year.
Real GDP increased at an
annual rate of 2.8%, only a
slight deceleration from the
3.0% growth rate registered in
the second quarter. GDP
growth was powered by
healthy levels of consumer
spending. Personal con-
sumption expenditures in-
creased 3.7%, contributing
2.46 percentage points to the
real GDP growth rate. Gov-
ernment spending increased
5% adding another 0.85 per-
centage points to the annual
rate. Gross private invest-
ment increased only 0.3%,
weighed down by residential
investment that declined by
5.1% after dropping 2.8% in
the previous quarter. Invest-
ment contributed 0.04 per-
centage point to the annual
rate. Both imports and ex-
ports grew in the third quarter,
but the former grew faster,
leading to a 0.56 percentage
point subtraction from the an-
nual rate.

JOB OPENINGS fell by
418,000 in September to pre-
pandemic levels, according to
the last Bureau of Labor Sta-
tistics report. Data for the
prior month was revised
down, pointing to a consider-
able easing in labor market
conditions. The ratio of job
openings per unemployed re-
mained unchanged at 1.1.
Overall, the labor market con-
tinues to cool. Layoffs picked
up but remained below pre-
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pandemic levels.  Specifi-
cally, layoffs and discharges
increased in durable goods
manufacturing (+46,000) but
decreased in state and local
government, excluding edu-
cation (-20,000). Hiring in-
creased for the third month in
a row. Quits continued to de-
crease, and currently sit well
below pre-pandemic levels,
suggesting that workers are
less confident that they can
easily find other employment
opportunities.

PERSONAL INCOME in-
creased 0.3% month-over-
month in September, accord-
ing to the most recent data re-
lease from the Bureau of Eco-
nomic Analysis. PERSONAL
SPENDING increased 0.5%.
After adjusting for taxes and
inflation, real disposable in-
come was up 0.1% month-
over-month. On a year-over-
year basis, real (inflation ad-
justed) disposable income
rose 3.1%. Real personal
spending was up 0.4%
month-over-month and was
up 3.1% year-over-year. As
September  spending  in-
creased more than personal
disposable income, the per-
sonal savings rate dipped to
4.6%, down from 4.8% in Au-
gust and 4.9% in July. Wages
and salaries increased 0.5%
month-over-month, as did
rental income, while personal
interest income fell 0.7%. Per-
sonal dividend income was up
0.3% month-over-month.
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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 The stock market fell sharply on Thursday driven by
Federal Reserve officials meeting this week a large sell off for tech company equities. It recovered
last week relevant to mone- somewhat on Friday but still finished the week in the
tary policy. red. The S&P 500 lost 1.4% for the week, the

NASDAQ dropped 1.5%, and the Dow Jones Indus-
trial Average ended mostly flat. Yields on short-term
Treasuries dropped while yields on longer term
bonds rose. This shifted the yield curve up, continu-
ing the trend of de-inverting the yield curve. The 30-
year conventional mortgage, typically benchmarked
to the 10-year Treasury bond, gained 18 basis points,
and now sits at 6.72%. Gold prices receded 0.3%. Oil
prices dropped 2.9%, ending the week at $69.49 per
barrel. On the forex market, the U.S. dollar appreci-
ated 0.5% against Yen but lost ground 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-

Committee's  assessments  conditions, inflation pressures
will take into account a wide and inflation expectations,
range of information, includ- and financial and interna-
ing readings on labor market  tional developments.”

10-Yr. 30-Yr 30-Yr
Bond Mortgage

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

Treasury

uing to reduce its holding of 3 Qtr. 24 7.75 4.61 4.61 4.36 3.80 3.93 4.09 6.23

Treasury securities. In the — 4u g 7.16 4.04 4.03 4.06 3.61 3.78 3.89 6.02

statement released following .« gy <95 683  3.71 3.70 3.86 3.54 373 301 5.82

the meeting, the FOMC said, o Oof

“The Committee would  be Qtr 6.42 3.29 3.28 3.42 3.39 3.58 3.89 5.71
34 Qtr 6.25 3.13 3.11 3.26 3.28 3.52 3.89 5.67

prepared to adjust the stance

October 2024

FINANCIAL MARKET SUMMARY

As of As of

10/25/2024

11/1/2024

MONEY MARKETS (Changes in BPs)

Prime 8.00 8.00 0 0 (50)
Secured Overnight Financing Rate (SOFR) 4.90 4.83 7 5 (45)
Fed Funds (Wed close) 4.83 4.83 0 0 (50)
TREASURIES (BE) (Changes in BPs)

3 Months 4.61 4.73 (12) (12) (68)
6 Months 4.42 451 9) 3) (46)
1 Year 4.28 4.29 1) 8 (5)
2 Years 4.21 4.11 10 28 33
5 Years 4.22 4.07 15 41 60
10 Years 4.37 4.25 12 39 57
30 Years 4.57 4.51 6 31 46
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.69 2.66 3 27 1
5-Year Muni 2.74 2.70 4 36 15
10-Year Muni 3.04 3.01 3 66 44
30-Year Muni 3.86 3.85 1 27 33
30-Year Conventional Mortgage 6.72 6.54 18 60 (1)
MARKET INDICATORS (Changes in %)

DJIA 42,052.19 42,114.40 (0.2) 0.7) 5.8
S&P 500 5,728.80 5,808.12 (1.4) (0.4) 7.1
NASDAQ 18,239.92 18,518.61 (1.5) 0.6 8.7
CRB Futures 333.57 339.53 (1.8) (3.8) 4.7
Oil (WTI Crude) 69.49 71.58 (2.9) 14 (9.5)
Gold 2,736.53 2,744.83 (0.3) 3.2 12.0
Yen / Dollar 153.01 152.27 0.5 7.6 (0.5)

Dollar / Euro

1.08

1.08 0.4 (1.3) 0.7)
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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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