WEEKLY ECONOMIC UPDATE

Summary

“The economy is not sending any signals
that we need to be in a hurry to lower
rates” said Fed Chair Powell on Thurs-
day, sending the stock market down on
concerns about future rate cuts. The Dow
Jones Industrial Average lost 1.2% for
the week, the S&P 500 dropped 2.1%,
and the NASDAQ sank 3.1%.

The October Consumer Price Index
(CPI) rose 0.2% month-over-month,
meeting expectations, with a year-over-
year increase of 2.6%, up from 2.4% in
September. The core CPI, which ex-
cludes food and energy, rose 0.3%
month-over-month, also matching ex-
pectations, while remaining at a 3.3% an-
nual increase. The shelter index rose
0.4% month-over-month in October and
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49% year-over-year. The Producer
Price Index (PPI) also increased in Octo-
ber, with both the headline and core PPI
rising by 0.2% and 0.3% month-over-
month, respectively. The federal budget
deficit widened significantly in October,
with the Treasury Budget reporting a def-
icit of $257.0 billion.

Retail sales for October grew 0.4%
month-over-month, beating expectations
and demonstrating resilient consumer
spending. Excluding autos, retail sales
edged up by 0.1%, slightly below the
consensus of 0.2%, suggesting that core
consumer demand remains steady but
moderated. Industrial production in Octo-
ber declined by 0.3%, consistent with ex-
pectations, marking ongoing weakness

in the manufacturing sector. Capacity uti-
lization fell to 77.1%, missing expecta-
tions of 77.3% and underscoring un-
derutilization in industrial capacity, which
remains 2.6 percentage points below its
long-run average.

Labor market indicators showed stability
but some softening. Initial jobless claims
for the week ending November 9 totaled
217,000, slightly below the consensus of
220,000, reflecting relatively low levels of
layoffs as employers appear that they are
remaining confident about the overall
outlook of the economy. Continuing job-
less claims for the week ending Novem-
ber 2 decreased by 11,000 to 1.873 mil-
lion.

Last Week: Indicator é\leuprgzeerd E(xjngtr;?ilfn* Comment
MBA Mortgage Applications Index (11/09 — Wed 07:00) +0.5% NA
CPI (Oct — Wed 08:30) +0.2% +0.2%
Core CPI (Oct — Wed 08:30) +0.3% +0.3% Shelter index rose 0.4% month-over-month
Treasury Budget (Oct — Wed 14:00) -$257.0 Bil. NA
Initial Claims (11/09 — Thu 08:30) 217K 220K
Continuing Claims (11/02 — Thu 08:30) 1,873K NA
PPI (Oct = Thu 08:30) +0.2% +0.2%
Core PPI (Oct — Thu 08:30) +0.3% +0.3%
Retail Sales (Oct — Fri 08:30) +0.4% +0.3%
Retail Sales ex-auto (Oct — Fri 08:30) +0.1% +0.2%
Import Prices (Oct — Fri 08:30) +0.3% NA
Export Prices (Oct — Fri 08:30) +0.6% NA
Industrial Production (Oct — Fri 09:15) -0.3% -0.3%
Capacity Utilization (Oct — Fri 09:15) 77.1% 77.3%
Next Week: Indicator ECx(:)r(]eSc(te;t?cL;r?* Prior Comment
NAHB Housing Market Index (Nov — Mon 10:00) 43 43
Housing Starts (Oct — Tue 08:30) 1,340 TUAR 1,354 TUAR
Building Permits (Oct — Tue 08:30) 1,441 TUAR 1,428 TUAR
MBA Mortgage Applications Index (11/16 — Wed 07:00) NA +0.5%
Initial Claims (11/16 — Thu 08:30) 221K 217K
Continuing Claims (11/09 — Thu 08:30) NA 1,873K
Existing Home Sales (Oct — Thu 10:00) 3.90 Mil. 3.84 Mil.
Leading Indicators (Oct — Thu 10:00) -0.3% -0.5%
U. Michigan Consumer Sentiment - Final (Nov — Fri 10:00) 73.0 73.0
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The CONSUMER PRICE IN-
DEX (CPIl) rose 2.6% year-
over-year in October, slightly
up from 2.4% in September,
with a monthly increase of
0.2%. The core CPI, which ex-
cludes food and energy, re-
mained steady at a 3.3% an-
nual increase, reflecting a 0.3%
rise  month-over-month. Food
prices moderated in October,
increasing 0.2% month-over-
month compared to a 0.4% rise
in September. On an annual
basis, food price inflation
slowed to 2.1%. Energy prices
were unchanged month-over-
month and remain 4.9% lower
than their levels one year ago.
Shelter continues to be the pri-
mary driver of elevated infla-
tion, accounting for over 65% of
the core CPl's 12-month in-
crease. The shelter index rose
0.4% month-over-month in Oc-
tober and 4.9% year-over-year.
Excluding shelter, the all-items
index increased just 1.3% an-
nually, offering some reassur-
ance about broader inflationary
trends. Overall, while headline
inflation ticked up slightly, the
dominance of shelter in core
CPI's increase suggests infla-
tionary pressures remain une-
Ven across categories.

TOTAL INUSTRIAL PRODUC-
TION decreased 0.3% month-
over-month in October, in line
with expectations, following a
larger-than-expected down-
ward revision to a 0.5% decline
(previously -0.3%) in Septem-
ber. Year-over-year, industrial
production fell 0.3%. The ca-
pacity utilization rate dropped
to 77.1%, down from a revised
77.4% in September, leaving it
2.6 percentage points below its
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long-run average. Manufactur-
ing output declined 0.5%
month-over-month in October.
Durable goods industries were
particularly weak, with output
falling 1.2%, while manufactur-
ing capacity utilization fell to
76.2% from 76.7%. October's
industrial production was con-
strained by two notable factors.
The Boeing strike reduced total
industrial production growth by
an estimated 0.2 percentage
points and the lingering effects
of recent hurricanes shaved off
an additional 0.1 percentage
point. Even excluding these
events, however, industrial ac-
tivity remained subdued, re-
flecting broader weaknesses
across key sectors.

TOTAL RETAIL SALES in-
creased 0.4% month-over-
month in October, following an
upwardly revised 0.8% in-
crease (previously 0.4%) in
September. Excluding autos,
retail sales rose a modest 0.1%
in October, down from an up-
wardly revised 1.0% gain (pre-
viously 0.5%) in September.
Key contributors to October's
retail sales growth included mo-
tor vehicles and parts dealers,
which surged 1.6% month-
over-month, and non-store re-
tailers, which posted a 0.3% in-
crease. Food services and
drinking places continued to
show strength, rising 0.7%,
while electronics and appliance
store sales jumped 2.3%. The
strong upward revisions for
September bolster October's
mixed results, demonstrating
that consumers continue to re-
siliently spend their discretion-
ary income.
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Fed Speeches

On November 14, Fed Chair
Powell spoke at Federal Re-
search Bank of Dallas. As
usual, Powell opened his
speech with a review of the
progress made by the US
economy since the pan-
demic:

“The recent performance
of our economy has
been remarkably good,
by far the best of any ma-
jor economy in the world.
Economic output grew
by more than 3 percent
last year and is expand-
ing at a stout 2.5 percent
rate so far this year.

Turning to the Fed’'s dual
mandate—maximum  em-
ployment and price stability,
Chair Powell highlighted
that the labor market is now
in a more balanced position
than two years ago. Infla-
tion, while on a path toward
the 2% target, remains ele-
vated. Currently the Fed is
balancing the risks of relax-
ing its monetary policy too
soon and hindering pro-
gress on inflation vs. main-
taining its restrictive policy
for too long and weakening
economy activities:

“In considering additional
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Financial Markets

Wall Street's main indexes closed lower on Friday, on
concerns of lower interest rate cuts following Powell’s
speech on Thursday. The Dow Jones Industrial Aver-
age retreated 1.2% for the week, the S&P 500
dropped 2.1%, and the NASDAQ fell 3.1%. Yields on
the 3-month T-bill shed a few basis points (bps). All
other securities saw an increase in yields. The aver-
age 30-year conventional mortgage rate ended es-
sentially flat for the week. Gold prices receded 4.6%.
Oil prices slipped 4.9% for the week, following
OPEC'’s gloomy forecast of global oil demand. Since
July, OPEC has cut its demand growth by nearly
20%. The US dollar strengthened against major cur-
rencies, gaining 1.7% on the Euro and trading 1.2%
higher against the Yen.
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Interest Rate Forecast*®

inflation at the rate of 2 per-
cent over the longer run. The
Committee judges that the
risks to achieving its

attentive to the risks to both
sides of its dual mandate.”

employment and inflation
goals are roughly in balance.
The economic outlook is un-
certain, and the Committee is

During the Fed's November
policy meeting, the Federal
Open Market Committee
(FOMC) cut the federal funds
target rate by 25 bps to 4.50%
to 4.75% while continuing to
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FINANCIAL MARKET SUMMARY

As of As of

11/8/2024

11/15/2024

MONEY MARKETS (Changes in BPs)

Prime 7.75 7.75 0 (25) (75)
Secured Overnight Financing Rate (SOFR) 4.58 4.60 (2) (27) (77)
Fed Funds (Wed close) 4.58 4.58 0 (25) (75)
TREASURIES (BE) (Changes in BPs)

3 Months 4.60 4.63 (3) (13) (73)
6 Months 4.44 4.42 2 1) (58)
1 Year 4.34 4.32 2 15 (15)
2 Years 4.31 4.26 5 36 25
5 Years 4.30 4.20 10 42 53
10 Years 4.43 4.30 13 35 54
30 Years 4.60 4.47 13 22 45
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.65 2.66 (1) 15 1)
5-Year Muni 2.70 2.71 1) 22 10
10-Year Muni 2.98 2.99 1) 50 32
30-Year Muni 3.74 3.77 3) 9 12
30-Year Conventional Mortgage 6.78 6.79 1) 34 29
MARKET INDICATORS (Changes in %)

DJIA 43,444.99 43,988.99 (1.2) 0.4 6.9
S&P 500 5,870.62 5,995.54 (2.1) 0.1 5.7
NASDAQ 18,680.12 19,286.78 (3.1) 1.0 5.9
CRB Futures 334.50 336.55 (0.6) 0.4 2.8
Oil (WTI Crude) 67.04 70.47 (4.9) 11.2) (12.9)
Gold 2,561.54 2,683.98 (4.6) (5.9) 2.1
Yen / Dollar 154.31 152.55 1.2 3.5 5.2
Dollar / Euro 1.05 1.07 1.7) (3.1) (4.5)
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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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