WEEKLY ECONOMIC UPDATE

Summary

Despite a week full of news regarding tar-
iffs and inflation, the financial markets re-
mained relatively stable. The S&P 500,
DIJA, and NASDAQ all saw notable in-
creases at market close, with the
NASDAQ up 2.6% for the week by close
of business on Friday. Short-term Treas-
ury rates increased slightly this week, but
overall, both the long- and short-term

The consumer price index (CPI) and pro-
ducer price index (PPI) were released
this week, both showing a lack of im-
provement in inflation. CPI increased
0.5% in January and was up 3.0% year-
over-year. Core CPI, which excludes
food and energy, increased 0.4% in Jan-
uary and was up 3.3% year-over-year.
PPl increased 0.4% and was 3.5%

month-over-month; presumably due to
consumer fatigue from the holidays and
extremely cold weather keeping consum-
ers at home during early January. Export
prices for January increased 1.3% and
import prices rose 0.3%. Industrial pro-
duction advanced 0.5% in January,
driven mostly by high utility consumption
due to cold weather. Capacity utilization

rates have remained relatively un- higherthan ayearago. Core PPIwasup increased to 77.8% from 77.5% the
changed despite uncertainty around in- 0.3% in January and 3.6% year-over- month prior.
flation and potential trade wars. The year. The Treasury budget deficit in-
price of oil continued to drop—7.7% creased to $128.6 billion-57.9% larger
lower than it was four weeks ago. than the deficit for the same period in fis-
cal year 2024. Retail sales declined 0.9%
ECONOMIC RELEASES
Last Week: Indicator é\leup?ﬁig é(%r;iigtsigr?* Comment
MBA Mortgage Applications Index (02/08 — Tue 07:00) +2.3% NA
CPI (Jan — Tue 08:30) +0.5% +0.3%
Core CPI (Jan — Tue 08:30) +0.4% +0.3%
Treasury Budget (Jan — Tue 14:00) -$129.0B NA
PPI (Jan — Wed 08:30) +0.4% +0.2%
Core PPI (Jan — Wed 08:30) +0.3% +0.3%
Initial Claims (02/08 — Wed 08:30) 213K 217K
Continuing Claims (02/01 — Wed 08:30) 1,850K NA
Retail Sales (Jan — Thu 08:30) -0.9% +0.0% Retail Sales ex-auto: -0.4%%
Export Prices (Jan — Thu 08:30) +1.3% NA Export Prices ex-ag: +1.5%
Import Prices (Jan — Thu 08:30) +0.3% NA Import Prices ex-oil: +0.1%
Industrial Production (Jan — Thu 09:15) +0.5% +0.3%
Capacity Utilization (Jan — Thu 09:15) 77.8% 77.7%
Business Inventories (Dec — Thu 10:00) -0.2% +0.1%
Next Week: Indicator g(%?ai?gtsigr?* Prior Comment
Net Long-Term TIC Flows (Dec — Mon 16:00) NA $79.0B
MBA Mortgage Applications Index (02/15 — Tue 07:00) NA +2.3%
Housing Starts (Jan — Tue 08:30) 1,400K 1,499K
Building Permits (Jan — Tue 08:30) 1,450K 1,483K
FOMC Minutes (Jan. 28-29 — Tue 14:00) NA NA
Initial Claims (02/15 — Wed 08:30) 217K 213K
Continuing Claims (02/08 — Wed 08:30) NA 1,850K
Philadelphia Fed Index (Feb — Wed 08:30) 20.5 4.3
Leading Indicators (Jan — Wed 10:00) +0.0% -0.1%
EIA Natural Gas Inventories (02/15 — Wed 10:30) NA -100 bcf
EIA Crude Oil Inventories (02/15 — Wed 12:00) NA +4.07M
Existing Home Sales (Jan — Thu 10:00) NA +4.24M
Univ. of Michigan Consumer Sentiment - Final (Feb — Thu 10:00) NA 67.8
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

The CONSUMER PRICE
INDEX (CPI) increased
0.5% in January, higher
than experts’ expectations.
This follows a 0.4% month-
over-month increase from
December. Core CPI, ex-
cluding food and energy, in-
creased 0.4% in January fol-
lowing a 0.2% increase the
previous month. Year-over-
year, CPIl is up 3.0% and
core CPIl is up 3.3%. Both
increased from December’s
year-over-year readings.
The food index was up
2.5%, the shelter index up
4.4%, and the all services
index up 4.2% (year-over-
year). The PRODUCER
PRICE INDEX (PPI) for final
demand increased 0.4%
month-over-month in Janu-
ary following a 0.5% in-
crease in December and
was up 3.5% year-over-
year. Core PPl was up 3.6%
year-over-year. Overall,
these findings indicate that
inflation remains a major is-
sue in the economy. In their
December meeting, the
FOMC cautioned they would
not continue to cut the funds
rate without careful consid-
eration of the ripple effect it
may have on the economy.
Following this week’s report
on the CPI and PPI, it is un-
likely any cuts to the Federal
Funds rate will occur in the
upcoming months.

RETAIL SALES declined
0.9% month-over-month in
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January, following a 0.7%
increase in December. Ex-
cluding automobiles, retail
sales declined 0.4% month-
over-month following a 0.7%
increase in December. Mo-
tor vehicle sales decreased
significantly in January, de-
clining 2.8% month-over-
month following a 0.9% in-
crease in December. Con-
sumer goods retailers also
saw sales declines in Janu-
ary with clothing stores ex-
periencing a 1.2% decrease
and furniture stores falling
1.7%. Non-store retailer
sales declined 1.9% in Jan-
uary. In general, there was a
reduction of  consumer
spending on goods in Janu-
ary, potentially due to the
polar vortex in early January
and fatigue following the
winter holidays.

January’s CAPACITY UTI-
LIZATION reading jumped
to 77.8% following a reading
of 77.5% in December.
Nonetheless, this is still 1.8
percentage points below its
long-run average. INDUS-
TRIAL PRODUCTION in-
creased 0.5% in January. It
is now up 2.0% year-over-
year. However, this growth
in January appears to be pri-
marily driven by a large in-
crease in temporary utilities
consumption, which jumped
to 7.2%, following a 2.9% in-
crease in December.
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Fed Speeches

Federal Reserve Chair Jer-
rome Powell gave testimony
before the Senate Banking
Committee on February 11t
as part of the Semiannual
Monetary Policy Report to
Congress. Chair Powell
spoke on numerous sub-
jects as part of his report,
from U.S. budget deficit con-
cerns to current monetary
policy. On this, he asserts
that the current policy
stance is less restrictive and
that, currently, there is no

PPI reports continue to indi-
cate that inflation has re-
mained stuck above the 2%
threshold. Chair Powell
maintains that as long as in-
flation remains above 2%
and the economy remains
strong, the FOMC will be ex-
ercising policy restraint.

Early in 2025, all indicators
suggest the FOMC will not
be reducing rates in the up-
coming months. Inflation re-
mains an issue that potential

Financial Markets

The financial markets had a volatile week full of news
on tariffs, inflation, and Federal Reserve statements.
Despite the onslaught of information, however, the
markets closed strong this week. The S&P 500 in-
creased 1.5% from the previous week, with the
NASDAQ improving by 2.6%. The DIJA increased
0.5%. Qil prices have continued to drop, falling 0.5%
this week and down 7.7% from four weeks ago. Gold
prices continue to rise, increasing 0.8% this week,
and up 6.6% from four weeks ago. On the Forex mar-
kets, the U.S. Dollar lost ground against the Euro
(-1.6%) but increased against the Yen (+0.6%).

need to adjust their stance. tgriffs might exacerbate.
He notes, Powell concluded his testi- 100 Selected Interest Rates
mony with a simple state-
“If the economy remains  ment: 8.0 1~ PFime —_
strong... we can main-
tain policy restraint for “We will do everything 6.0 Fed Funds
longer. If... inflation were we can to achieve the r—
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anticipated, we can ease for monetary policy — 20 Bo-nv(;
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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  peen 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
3 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

2/14/2025

As of
2/7/2025

MONEY MARKETS (Changes in BPs)

Prime 7.50 7.50 0 0 (25)
Secured Overnight Financing Rate (SOFR) 4.33 4.36 3) 4 (24)
Fed Funds (Wed close) 4.33 4.33 0 0 (25)
TREASURIES (BE) (Changes in BPs)

3 Months 4.37 4.35 2 3 (23)
6 Months 4.32 4.30 2 4 (12)
1 Year 4.23 4.25 @) 2 (11)
2 Years 4.26 4.29 (3) @) (5)
5 Years 4.33 4.34 ) 9) 3
10 Years 4.47 4.49 2) (14)

30 Years 4.69 4.69 0 (15) 9
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.67 2.63 4 (16) 2
5-Year Muni 2.78 2.74 4 17) 8
10-Year Muni 3.01 2.97 4 6 3
30-Year Muni 3.99 3.93 6 (5) 25
30-Year Conventional Mortgage 6.87 6.89 2) 17) 9
MARKET INDICATORS (Changes in %)

DJIA 44,546.08 44,303.40 0.5 2.4 25
S&P 500 6,114.63 6,025.99 15 2.0 4.2
NASDAQ 20,026.77 19,523.40 2.6 2.0 7.2
CRB Futures 377.26 371.44 1.6 0.7 12.8
Oil (WTI Crude) 70.65 71.00 (0.5) (7.7) 0.3
Gold 2,882.97 2,861.07 0.8 6.6 125
Yen / Dollar 152.31 151.41 0.6 (3.4) 0.2)
Dollar / Euro 1.05 1.03 1.6 2.2 (0.4)
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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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