WEEKLY ECONOMIC UPDATE

Summary

Between new competition from a
Chinese Al startup and revived threats of
trade tariffs, the stock market took a hit
last week, with the S&P 500 dropping
1.0% and the NASDAQ falling 1.6%. The
Dow Jones Industrial Average managed
to record a weekly gain of 0.3%. The
advance fourth quarter report indicated
real GDP growth decelerated to an
annualized 2.3% in the fourth quarter,
down from 3.1% in the third quarter. The
GDP price deflator increased 2.2%, up

from 1.9% in the third quarter. The
personal  consumption  expenditure
(PCE) index, the Fed's preferred
measure of inflation, increased 0.3% in
December, which is 2.6% year-over-
year. Personal income increased 0.4%
and personal spending rose 0.7% in
December. New orders for durable
goods declined 2.2% month-over-month
in December, following a decline of 2% in
November. New home sales increased
3.6% in December, and sales were up

6.7% year-over-year. The median home
sale price also increased 2.1% year-
over-year. Consumer confidence
continued to drop, falling to 104.1 in
January, indicating that consumers are
beginning to feel more pessimistic about
the economic future. The fourth quarter
employment cost index found that
compensation costs increased for civilian
workers by 0.9% for the three-month
period ending in December, and 3.8% for
the year.

ECONOMIC RELEASES

Last Week: Indicator é\leupn(;ﬁird CE:SS:ce{;iL:)Sn* Comment
New Home Sales (Dec — Sun 10:00) 698K 680K
Durable Orders (Dec — Mon 08:30) -2.2% +0.4%
Durable Goods ex. transportation (Dec — Mon 08:30) +0.3% +0.5%
Consumer Confidence (Jan — Mon 10:00) 104.1 108.1
MBA Mortgage Applications Index (01/25 — Tue 07:00) -2.0% NA
GDP-Adv. (Q4 — Wed 08:30) 2.3% 2.3%
GDP Deflator-Adv. (Q4 — Wed 08:30) 2.2% 2.4%
Initial Claims (01/25 — Wed 08:30) 207K 221K
Continuing Claims (01/18 — Wed 08:30) 1,858K NA
Personal Income (Dec — Thu 08:30) +0.4% +0.4%
Personal Spending (Dec — Thu 08:30) +0.7% +0.5%
PCE Prices (Dec — Thu 08:30) +0.3% +0.3%
PCE Prices - Core (Dec — Thu 08:30) +0.2% +0.2%
Employment Cost Index (Q4 — Thu 08:30) +0.9% +0.9%
Consensus
Next Week: Indicator Expecta- Prior Comment
tion*
ISM Manufacturing Index (Jan — Sun 10:00) 49.1% 49.3%
Construction Spending (Dec — Sun 10:00) +0.2% +0.0%
Factory Orders (Dec — Mon 10:00) -0.3% -0.4%
Trade Balance (Dec — Tue 08:30) -$98.0B -$78.2B
ISM Services (Jan — Tue 10:00) 53.9% 54.1%
Productivity-Prel (Q4 — Wed 08:30) +0.8% +2.2%
Unit Labor Costs-Prel (Q4 — Wed 08:30) +2.6% +0.8%
Initial Claims (02/01 — Wed 08:30) 213K 207K
Continuing Claims (01/25 — Wed 08:30) NA 1,858K
Nonfarm Payrolls (Jan — Thu 08:30) 1,55K 256K
Nonfarm Private Payrolls (Jan — Thu 08:30) 163K 223K
Avg. Hourly Earnings (Jan — Thu 08:30) +0.3% +0.3%
Unemployment Rate (Jan — Thu 08:30) 4.1% 4.1%
Average Workweek (Jan — Thu 08:30) 34.3 34.3
U of Michigan Consumer Sentiment - Prelim (Feb — Thu 10:00) 71.3 71.1
Consumer Credit (Dec — Thu 15:00) $13.4B -$7.5B
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The ADVANCE FOURTH
QUARTER GDP REPORT
showed real GDP falling to
a seasonally adjusted rate
of 2.3%— down from 3.1%
in the third quarter. The
GDP price deflator

The Conference Board’'s
CONSUMER CONFI-
DENCE INDEX dropped to
104.1 in January after falling
an additional 3% in Decem-
ber to 109.5. The Present
Situation Index fell to 134.3
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Fed Speeches

Fed Chair Powell met with
the press on January 29, at
the conclusion of the first
FOMC meeting of the year.
As anticipated, the commit-
tee voted to maintain the
federal funds rate at 4.25 to
4.50 percent. The lack of
convincing evidence that in-
flation is moving toward the
2% target rate drove this de-
cision:

“We want to see further
progress on inflation.

“We don't know what is
going to be tariffed. We
don't know for how long,
how much, what coun-
tries, and we don't know
about retaliation, or how
it will transmit through
the economy to consum-
ers. That really does re-
main to be seen, you
know? There are lots of
places where that price
increase from the tariff
can show up between
the manufacturer and
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Financial Markets

The stock market ended mixed last week, with the
Dow Jones Industrial Average advancing 0.3% while
the S&P 500 and the NASDAQ receded 1.0% and
1.6%, respectively. Yields on the Treasury securities
dropped as more investors turned to safety amid un-
certainty about a possible trade war. The 30-year
fixed mortgage rate changed little, now sitting at
6.95%. The price of crude oil fell another 1.0%, end-
ing the week at $72.53/barrel. Gold prices rose 1.0%,
reaching a new all-time high. The US dollar appreci-
ated against the Euro (+1.3) as tariff threats reignited
but lost ground to the Japanese Yen (-0.5%).
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Interest Rate Forecast*®

During the Fed's January pol-
icy meeting, the Federal
Open Market Committee
(FOMC) left the federal funds
target rate unchanged at
4.25% to 4.50% while contin-
uing to reduce its holding of
Treasury securities. In the
statement released following
the meeting, the FOMC said,
“‘Recent indicators suggest
that economic activity has

continued to expand at a solid
pace. The unemployment
rate has stabilized at a low
level in recent months, and

labor market conditions re-
main solid. Inflation remains
somewhat elevated.” The de-
scription of the

assessmentwas changed to
indicate that additional disin-
flationary progress has not

inflation  been made.

10-Yr. 30-Yr 30-Yr

Treasury Bond Mortgage
1% Qtr 25 7.50 4.36 4.34 4.29 4.29 4.65 4.86 6.94
2" Qtr 7.50 4.38 4.36 4.34 4.31 4.61 4.79 6.75
31 Qtr 7.25 4.13 4.11 4.19 4.22 4.48 4.67 6.49
4" Qtr 7.18 4.04 4.03 4.11 4.13 4.33 4.53 6.27
1% Qtr ‘26 7.00 3.88 3.86 4.01 4.00 4.21 4.31 6.06
February 2024

FINANCIAL MARKET SUMMARY

As of

1/31/2025

As of
1/24/2025

MONEY MARKETS (Changes in BPs)

Prime 7.50 7.50 0 0 (50)
Secured Overnight Financing Rate (SOFR) 4.36 4.35 1 (4) (50)
Fed Funds (Wed close) 4.33 4.33 0 0 (50)
TREASURIES (BE) (Changes in BPs)

3 Months 4.31 4.35 (4) 3) (30)
6 Months 4.28 4.25 3 3 (14)
1 Year 4.17 4.17 0 1) 11)
2 Years 4.22 4.27 (5) (6) 1
5 Years 4.36 4.43 (@) (5) 14
10 Years 4.58 4.63 (5) (2) 21
30 Years 4.83 4.85 2 1 26
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.71 2.78 (7) (8) 2
5-Year Muni 2.83 2.90 (7) (4)

10-Year Muni 3.06 3.14 (8) 19 2
30-Year Muni 3.96 4.02 (6) 11 10
30-Year Conventional Mortgage 6.95 6.96 (2) 4 23
MARKET INDICATORS (Changes in %)

DJIA 44,544.66 44,424.25 0.3 4.2 5.9
S&P 500 6,040.53 6,101.24 (1.0) 1.7 5.4
NASDAQ 19,627.44 19,954.30 (1.6) 0.0 7.6
CRB Futures 368.05 373.63 (1.5) 3.1 10.3
Oil (WTI Crude) 72.53 74.66 (2.9) 2.7 1.3
Gold 2,798.41 2,770.58 1.0 6.0 2.3
Yen / Dollar 155.19 156.00 (0.5) (1.6) 1.9
Dollar / Euro 1.04 1.05 (1.3) 0.5 (4.3)
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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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