WEEKLY ECONOMIC UPDATE

Summary

The economic indicators released last
week alarmed the stock market. The
Dow Jones Industrial Average declined
2.5% from the previous week, as did the
NASDAQ. The S&P 500 declined 1.7%.
The Leading Economic Index decreased
to 101.5 in January, reversing the posi-
tive trend that occurred in November and
December. January’s update indicates a
complex situation; consumer sentiment
is pessimistic about future economic ac-
tivity, and CPI data released in January
indicate inflation remains stubbornly
about the Fed's 2% target. Housing
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starts declined 9.8% month-over-month
in January, and building permits rose
0.1%. There was no growth in single-
family housing unit starts or permits. Ex-
isting home sales decreased 4.9% in
January but were up compared to the
same period one year ago. January also
marked the 19" consecutive month of
year-over-year increases in housing
prices. The MBA Mortgage Applications
Index declined 6.6% this week, support-
ing other indicators that the housing mar-
ket may be weakening somewhat. The
Philadelphia Fed Index, which measures

manufacturing activity, fell from 44.3 to
18.1 in January, indicating a slowdown in
growth; but it still remains above zero, in-
dicating expansionary economic activity
in the sector. The final University of Mich-
igan Index of Consumer Sentiment for
February dropped to 64.7, compared to
71.7 in January and 76.9 in February
2024. This weakening sentiment is likely
due to mounting fears about imminent
price increases due to tariffs.

Last Week: Indicator geupng:)tgj E?( %résc?;sigrsl* Comment
Net Long-Term TIC Flows (Dec — Mon 16:00) $72.0B NA
MBA Mortgage Applications Index (02/15 — Tue 07:00) -6.6% NA
Housing Starts (Jan — Tue 08:30) 1,366K 1,400K
Building Permits (Jan — Tue 08:30) 1,483K 1,450K
FOMC Minutes (Jan. 28-29 — Tue 14:00) - NA
Initial Claims (02/15 — Wed 08:30) 219K 217K
Continuing Claims (02/08 — Wed 08:30) 1,869K NA
Philadelphia Fed Index (Feb — Wed 08:30) 18.1 20.5
Leading Indicators (Jan — Wed 10:00) -0.3% +0.0%
EIA Natural Gas Inventories (02/15 — Wed 10:30) -196 bcf NA
EIA Crude Oil Inventories (02/15 — Wed 12:00) +4.63M NA
Existing Home Sales (Jan — Thu 10:00) 4.08M 4.06M
Univ. of Michigan Consumer Sentiment - Final (Feb — Thu 10:00) 64.7 67.8
Next Week: Indicator E?(%r:;f;t?g:* Prior Comment
Consumer Confidence (Feb — Mon 10:00) 103.1 104.1
MBA Mortgage Applications Index (02/22 — Tue 07:00) NA -6.6%
New Home Sales (Jan — Tue 10:00) 681K 698K
EIA Crude Oil Inventories (02/22 — Tue 10:30) NA +4.63M
GDP - Second Estimate (Q4 — Wed 08:30) 2.3% 2.3%
GDP Deflator - Second Estimate (Q4 — Wed 08:30) 2.20% 2.2%
Initial Claims (02/22 — Wed 08:30) 220K 219K
Continuing Claims (02/15 — Wed 08:30) NA 1,869K
Durable Orders (Jan — Wed 08:30) +1.8% -2.2%
Durable Goods ex transportation (Jan - Wed 08:30) +0.4% +0.3%
Adv. Intl. Trade in Goods (Jan — Thu 08:30) NA -$122.1B
Adv. Retail Inventories (Jan — Thu 08:30) NA -0.3%
Adv. Wholesale Inventories (Jan — Thu 08:30) NA -0.5%
Personal Income (Jan — Thu 08:30) +0.3% +0.4%
Personal Spending (Jan — Thu 08:30) +0.2% +0.7%
PCE Prices (Jan — Thu 08:30) +0.3% +0.3%
PCE Prices - Core (Jan — Thu 08:30) +0.3% +0.2%

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

The Conference Board’s
LEADING ECONOMIC IN-
DEX declined 0.3% to 101.5
in January, reversing the
positive trend from the pre-
vious two months. Over the
past six months, the index
has declined 0.9%. The Jan-
uary decline was primarily
driven by negative con-
sumer expectations and
fewer hours worked in the
manufacturing sector. All-in-
all, the January update indi-
cates an uncertain path
ahead in 2025. A positive
trend in the six-month and
annual growth rates implies
a more positive economic
outlook. Additionally, new
manufacturing orders have
stabilized for the first time
since 2022. The Conference
Board projects that real
gross domestic product will
grow 2.3% in 2025.

BUILDING PERMITS rose
0.1% in January to a sea-
sonally adjusted annual rate
of 1.483 million. However,
HOUSING STARTS de-
clined 9.8% month-over-
month in January to a sea-
sonally adjusted rate of
1.366 million and single-unit
starts declined 8.4% month-
over-month. This was most
significant in the South
(-19.2%), followed by the
Northeast (-14.5%), and the
Midwest (-9.2%). The West
was the only region to see
an increase in single unit
starts, jumping 24.9% in
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January. Multi-unit starts de-
clined 13.5% month-over-
month. Single-unit permits
were flat month-over-month,
with small declines in the
South (-3.9%) and North-
east (-1.6%) but increases
in the West (8.0%) and the
Midwest (5.5%). Multi-unit
permits were flat month-
over-month. Notably, there
has been no growth in starts
or permits for single-family
housing units, which contrib-
utes to ongoing affordability
issues in the housing mar-
ket.

EXISTING HOME SALES
decreased 4.9% month-
over-month in January to a
seasonally adjusted annual
rate of 4.08 million. For the
fourth consecutive month,
sales were positive year-
over-year, up 2.0% in Janu-
ary compared to the same
period a year ago. January
also marks the 19" consec-
utive month of year-over-
year price increases, with
the median price rising 4.8%
year-over-year. While the in-
ventory of homes for sale
was up both month-over-
month and year-over-year,
the unsold inventory sits at a
3.5-month supply. This is
below the typical 6.0-month

supply.
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Fed Speeches

On February 17t Federal
Reserve Governor Christo-
pher J. Waller gave a
speech at the University of
New South Wales in Aus-
tralia detailing current mon-
etary policy and the ongoing
fight against inflation. Gov-
ernor Waller acknowledged
that the U.S. economy is
performing well but that pro-
gress on inflation has been
‘uneven.” He notes, how-
ever, that despite recent
data, inflation may not be as
dire as it seems.

January failed to indicate
any progress on disinflation,
despite positive data in No-
vember and December. The
Board of Governors has
made it clear that the current
restrictive monetary policy
will continue as long as the
economy remains strong
and inflation remains high.
Based on January data, it is
unlikely that the restrictive
stance will change soon.

However, Governor Waller
suggests that the data from
January may be a seasonal
trend:

“This pattern brings into
question whether the in-
flation data have ‘resid-
ual seasonality” ... statis-
ticians have not fully cor-
rected for some apparent
seasonal fluctuations...”

Although not certain, Gover-
nor Waller notes that new
research from the Federal
Reserve indicates that infla-
tion measurements are con-
sistently higher in the first
half of the year, possibly due
to issues with seasonality.
Whether January’s dip is
due to this or warns of infla-
tion issues ahead, remains
to be seen.
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Financial Markets

The stock market struggled following the release of
economic data this week. The DIJA and NASDAQ both
declined 2.5% from the previous week, and the S&P
500 fell 1.7%. The 30-year conventional mortgage rate
fell to 6.85%; the mortgage rate has fallen 11 basis
points from four weeks ago. Gold prices surged again,
up 1.8% from the previous week and 8.2% higher than
13 weeks ago. Oil prices have continued their short-
term negative trend, dropping an additional 0.6% this
week and down 9.8% from four weeks ago; however,
the price remains elevated above the 13-week average
price.
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Interest Rate Forecast*®

During their January policy
meeting, the Federal Open
Market Committee (FOMC)
left the federal funds target
rate unchanged at 4.25% to
4.50% while continuing to re-
duce its holding of Treasury
securities. In the statement
released following the meet-
ing, the FOMC said, “Recent
indicators suggest that eco-
nomic activity has continued

to expand at a solid pace. The
unemployment rate has stabi-
lized at a low level in recent
months, and labor market

conditions remain solid. Infla-

was changed to indicate that

tion remains somewhat ele- additional disinflationary
vated.” The description of progress has not been
inflation assessment 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

2/21/2025

As of
2/14/2025

MONEY MARKETS (Changes in BPs)

Prime 7.50 7.50 0 0 (25)
Secured Overnight Financing Rate (SOFR) 4.33 4.33 0 2) (24)
Fed Funds (Wed close) 4.33 4.33 0 0 (25)
TREASURIES (BE) (Changes in BPs)

3 Months 4.36 4.37 1) 1 27)
6 Months 4.30 4.32 2) 5 (16)
1 Year 4.15 4.23 (8) %) 27)
2 Years 4.19 4.26 (7 (8) (18)
5 Years 4.26 4.33 (@) a7) 4)
10 Years 4.42 4.47 (5) (21) 1
30 Years 4.67 4.69 2) (18) 7
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.64 2.67 (3) (14) 1
5-Year Muni 2.74 2.78 (4) (16)

10-Year Muni 2.98 3.01 (3) 8 3
30-Year Muni 3.98 3.99 [€)) (4) 29
30-Year Conventional Mortgage 6.85 6.87 2) (11) 1
MARKET INDICATORS (Changes in %)

DJIA 43,428.02 44,546.08 (2.5) (2.2) (2.0)
S&P 500 6,013.13 6,114.63 1.7) (1.4) 0.7
NASDAQ 19,524.01 20,026.77 (2.5) (2.2) 2.7
CRB Futures 376.53 377.26 0.2) 0.8 8.5
Oil (WTI Crude) 70.22 70.65 (0.6) (9.8) 4.7
Gold 2,935.73 2,882.97 1.8 6.0 8.2
Yen / Dollar 149.17 152.31 (2.1) (4.6) (3.3)
Dollar / Euro 1.05 1.05 (0.3) (0.4) 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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