WEEKLY ECONOMIC UPDATE

Summary

The stock market rebounded last Friday
from Wednesday's selloff after the Fed
indicated that it would scale back interest
rate cuts in 2025. Even so, all indices re-
mained in the red for the week. The Dow
Jones Industrial Average dropped 2.2%,
the S&P 500 lost 2.0%, and the NASDAQ
retreated 1.8%.

Last week saw several mixed reports.
The third and final revision to third
quarter GDP was revised up to 3.1%,
pointing to the enduring strength of the
U.S. economy. November retail sales
also came in better than expected,
although almost all of the unexpected
gains were concentrated in the auto
sector. The final University of Michigan

Index of Consumer Sentiment for
December held steady at 74.0. In the
same period a year ago, the index stood
at 69.7. In dissapointing news, industrial
production decreased by 0.1% in
November for the third month in a row.
The capacity utilization rate also fell to
76.8%, its lowest level since April 2021.
Both personal income and personal
spending missed expectations for the
month of November. And while core
PCE, the Fed’s preferred measure of in-
flation, increased less than expected
month over month, it remained stub-
bornly at 2.8% on an annual basis. Total
housing starts declined 1.8%, but single
unit starts were up 6.4%, led by a bounce

back in the South. November building
permits were higher than forecast. Exist-
ing home sales were up 6.1% from the
same period a year ago, the largest year-
over-year increase since June 2021. Ini-
tial jobless claims for the week ending
December 14 down by 22,000 to
220,000. Continuing jobless claims for
the week ending November 30 de-
creased by 5,000 to 1.874 million. The
Conference Board’s leading indicators
index increased in November for the first
time in over two years. Stronger building
permits and improvement in the inverted
yield curve boosted this change.

Happy Holidays! The Weekly Economic Update will not be produced for the next two weeks and will resume on January 13, 2025.

ECONOMIC RELEASES

Number Consensus

Last Week: Indicator Reported Expectation* Comment
Retail Sales (Nov — Tue 08:30) +0.7% +0.5% Retail Sales ex-auto: +0.2%
Industrial Production (Nov — Tue 09:15) -0.1% +0.3%

Capacity Utilization (Nov — Tue 09:15) 76.8% 77.3%

MBA Mortgage Applications Index (12/14 — Wed 07:00) -0.7% NA

Housing Starts (Nov — Wed 08:30) 1,289 TUAR 1,347 TUAR

Building Permits (Nov — Wed 08:30) 1,505 TUAR 1,430 TUAR

Initial Claims (12/14 — Thu 08:30) 220K 237K

Continuing Claims (12/07 — Thu 08:30) 1874k NA

GDP - Third Estimate (Q3 — Thu 08:30) +3.1% +2.8%

GDP Deflator - Third Estimate (Q3 — Thu 08:30) +1.9% +1.9%

Existing Home Sales (Nov — Thu 10:00) 4.15 MUAR 4.10 MUAR

Leading Indicators (Nov — Thu 10:00) +0.3% -0.1%

Personal Income (Nov — Fri 08:30) +0.3% +0.4%

Personal Spending (Nov — Fri 08:30) +0.4% +0.5%

PCE Prices (Nov — Fri 08:30) +0.1% +0.2%

Core CPCE Prices (Nov — Fri 08:30) +0.1% +0.2%

U of Michigan Consumer Sentiment - Final (Dec — Fri 10:00) 74.0 74.2

Next Week: Indicator

Consensus

Comment

Expectation*

Consumer Confidence (Dec — Mon 10:00) 1135 1117
Durable Orders (Nov — Tue 08:30) -0.3% 0.2%
Durable Goods ex transportation (Nov - Tue 08:30) 0.3% 0.1%
New Home Sales (Nov — Tue 10:00) 670K 610K
Initial Claims (12/21 — Thu 08:30) 232K 220K
Continuing Claims (12/14 — Thu 08:30) NA 1,874K

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

Total RETAIL SALES in-
creased 0.7% month-over-
month in November, up from
the 0.5% increase in October.
Excluding auto sales, retail
sales were up 0.2% month-
over-month, staying steady
from 0.2% in October. This
measure is not adjusted for
price changes, indicating that,
when excluding autos, the
sales increase appears to be
price-driven rather than an in-
crease in the volume of sales.
Non-durable goods, excluding
gas stations and online retail,
decreased in November, with
food and clothing both declining
0.2% and general merchandise
decreasing by 0.1%. Durable
goods, conversely, increased
this month, with building mate-
rials and furniture increasing
0.4% and 0.3%, respectively.
Automobiles and parts in-
creased 2.6% in November.
This supports the University of
Michigan’s Final Consumer
Sentiment Report which deter-
mined that indiciduals are cur-
rently buying durable goods in
anticipation of higher future
prices.

PERSONAL INCOME in-
creased 0.3% month-over-
month in November, slowing
compared to the 0.7% increase
in October. PERSONAL
SPENDING rose by 0.4% in
November. Wage and Salary
income increased 0.6% in No-
vember compared to levels in
October, and rental income in-
creased 0.1% month-over-
month following a 0.5% in-
crease in October. After adjust-
ing for taxes and inflation, real
disposable income was up
0.2% month-over-month and
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up 2.6% year-over-year. Real
personal spending was up
0.3% month-over-month and
2.9% year-over-year. The per-
sonal savings rate dropped
from 4.5% in October to 4.4%in
November. The PCE price in-
dex increased 0.1% month-
over-month in November to
2.4% year-over-year from 2.3%
in October. The core PCE price
index, which excludes food and
energy, also increased 0.1%
from October but held steady at
2.8% year-over-year.

Total INDUSTRIAL PRODUC-
TION decreased 0.1% month-
over-month in November, slow-
ing from a 0.4% decline in Oc-
tober. Year-over-year, total in-
dustrial production has de-
clined 0.9%. Capacity utiliza-
tion rate fell from 77% in Octo-
ber to 76.8% in November, 2.9
percentage points below the
long-run average. Manufactur-
ing output increased by 0.2%
following a 0.7% decline in Oc-
tober, and its capacity utiliza-
tion increased by 0.01 percent-
age point to 76% from Octo-
ber's measurement. Other sec-
tors saw declines in both output
and capacity utilization. Over-
all, industrial production failed
to rebound from September
and October, which come with
adverse effects to industrial
production from hurricanes.
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Fed Speeches

Fed Chair Powell met with the
press on December 18, after
the conclusion of the Ilast
FOMC meeting of the year.
Although the committee voted
to cut back the Fed funds rate
by a quarter of a percentage
point (with one member vot-
ing to leave the rate un-
changed), Powell indicated
that the committee is likely to
slow down its path toward the
neutral interest rate in the fu-
ture.

“The median participant
projects that the appropri-
ate level of the federal
funds rate will be 3.9 per-
cent at the end of next
year and 3.4 percent at

the 2% target until 2027 (it
was 2026 previously). Sec-
ond, some Fed officials have
revised the neutral rate of in-
terest, i.e., the interest rate
that does not restrict or stim-
ulate the economy. Lastly,
the revision reflects uncer-
tainty due to the change in
the administration next year.

“Some people did take a
very preliminary step and
start to incorporate highly
conditional estimates of
economic effects of poli-
cies into their forecast at
this meeting and said so
in the meeting. Some
people said they didn't do
so, and some people did-
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Financial Markets

The stock market plummeted last week on decreases
to projected interest rate cuts for 2025 (down to two
from the four expected a few months ago). The Dow
Jones Industrial Average dropped 2.2%, the S&P 500
receded 2.0%, the NASDAQ fell 1.8%. Yields on me-
dium- and long-term Treasury securities rose while
shorter maturity yields dropped or held steady, con-
tinuing a trend of normalizing the inverted yield curve.
The 30-year conventional mortgage rate followed suit
with the 10-year Treasury benchmark, rising 12 basis
points to 6.72%. Oil prices dropped 2.3%, ending the
week below $70/barrel. Gold prices also shed 1.0%.
In the Forex market, the dollar continues to gain
ground on major currencies. The greenback traded
1.8% higher against the Yen and 0.7% higher against
the Euro.
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Interest Rate Forecast*

During the Fed's December
policy meeting, the Federal
Open Market Committee
(FOMC) cut the federal funds
target rate by 25 bps to 4.25%
to 4.50% while continuing to

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

WEEKLY ECONOMIC UPDATE

Committee's  assessments
will take into account a wide
range of information, includ-
ing readings on labor market
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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
12/20/2024 12/13/2024 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 7.75 7.75 0 0 (75)
Secured Overnight Financing Rate (SOFR) 4.30 4.62 (32) 27) (52)
Fed Funds (Wed close) 4.33 4.58 (25) (25) (50)
TREASURIES (BE) (Changes in BPs)
3 Months 4.34 4.34 0 (29) (41)
6 Months 4.29 4.32 (3) a7 (14)
1 Year 4.27 4.24 3 (15) 35
2 Years 4.30 4.25 5 (7 75
5 Years 4.37 4.25 12 7 89
10 Years 4.52 4.40 12 11 79
30 Years 4.72 4.61 11 12 65
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPSs)
2-Year Muni 2.82 2.63 19 19 42
5-Year Muni 2.91 2.69 22 22 52
10-Year Muni 3.14 2.92 22 45 52
30-Year Muni 3.89 3.65 24 20 35
30-Year Conventional Mortgage 6.72 6.60 12 (12) 63
MARKET INDICATORS (Changes in %)
DJIA 42,840.26 43,826.06 (2.2) (3.3) 1.8
S&P 500 5,930.85 6,051.09 (2.0) (0.6) 4.0
NASDAQ 19,572.60 19,926.72 (1.8) 3.0 9.0
CRB Futures 350.91 353.73 (0.8) 1.1 4.7
Oil (WTI Crude) 69.46 71.09 (2.3) 3.6 0.3
Gold 2,622.91 2,648.79 (1.0 (3.4) 0.0
Yen / Dollar 156.31 153.62 1.8 1.3 10.9
Dollar / Euro 1.04 1.05 0.7) 0.1 (6.6)
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The information in this newsletter is obtained from sources we believe to be reliable. We cannot, however, guarantee its accu racy and
completeness. Furthermore, the opinions in this report constitute our present judgment, which is subject to change without notice.
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