WEEKLY ECONOMIC UPDATE

Summary

There were high levels of uncertainty
within financial markets last week, in part
due to the start of tariffs in March. This
threw the stock market into disarray with
all major indices declining compared to
the previous week. Specifically, the DIJA
declined 2.4%, the S&P 500 fell 3.1%,
and the NASDAQ dropped 3.5%. Long-
term Treasury and Municipal yields rose,
indicating persistent concern over linger-
ing issues with inflation. The ISM Manu-
facturing Index fell slightly in February to
50.3%, underperforming expectations,

expansionary activity in the sector. The
ISM Services Index increased to 53.5%,
remaining strong despite large price in-
creases. Construction spending declined
0.2% month-over-month in January, with
total construction spending up 3.3%
year-over-year. Factory orders increased
1.7% from the prior month in January,
more than expected, with increased busi-
ness spending overall. The trade deficit
widened to $131.4 billion in January,
largely due to increased demand for im-
ports in an effort to avoid expected tariffs.

indicated a stable, if not overly strong, la-
bor market, with the unemployment rate
rising very slightly to 4.1%, average non-
farm payrolls increasing by 151,000, and
average hourly earnings growing by
0.3% during the month or 4.0% from a
year ago. Consumer credit increased by
$18.1 billion in January. Fourth quarter
productivity in 2024 was upwardly re-
vised to 1.5%.

and representing a deceleration of The February employment report
ECONOMIC RELEASES
Last Week: Indicator Igleup?:)tee:j E?( %résc?;sigrsl* Comment
ISM Manufacturing Index (Feb — Sun 10:00) 50.3% 50.7%
Construction Spending (Jan — Sun 10:00) -0.2% +0.0%
ISM Services (Feb — Tue 10:00) 53.5% 53.0%
Factory Orders (Jan — Tue 10:00) +1.7% +1.3%
Trade Balance (Jan — Wed 08:30) -$131.4B -$93.5B
Initial Claims (03/01 — Wed 08:30) 221K 234K
Continuing Claims (02/22 — Wed 08:30) 1,897K NA
Productivity-Rev. (Q4 — Wed 08:30) +1.5% +1.2%
Unit Labor Costs - Rev (Q4 — Wed 08:30) +2.2% +3.0%
Nonfarm Payrolls (Feb — Thu 08:30) 151K 159K
Nonfarm Private Payrolls (Feb — Thu 08:30) 140K 145K
Avg. Hourly Earnings (Feb — Thu 08:30) +0.3% +0.3%
Unemployment Rate (Feb — Thu 08:30) 4.1% 4.0%
Average Workweek (Feb — Thu 08:30) 34.1 34.2
Consumer Credit (Jan — Thu 15:00) $18.1B NA
Next Week: Indicator E?(?)réscf:t?gr?* Prior Comment
NFIB Small Business Optimism (Feb — Mon 06:00) NA 102.8
JOLTS - Job Openings (Jan — Mon 10:00) NA 7.600M
CPI (Feb — Tue 08:30) +0.3% +0.5%
Core CPI (Feb — Tue 08:30) +0.3% +0.4%
EIA Crude Qil Inventories (03/08 — Tue 10:30) NA NA
Treasury Budget (Feb — Tue 14:00) NA -$129.0B
PPI (Feb — Wed 08:30) +0.3% +0.4%
Core PPI (Feb — Wed 08:30) +0.3% +0.3%
Initial Claims (03/08 — Wed 08:30) 228K 221K
Continuing Claims (03/08 — Wed 08:30) NA 1,897K
EIA Natural Gas Inventories (03/08 — Wed 10:30) NA -80 bcf
U. of Michigan Consumer Sentiment - Prelim (Mar — Thu 10:00) 65.6 64.7

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

The February ISM MANU-
FACTURING INDEX fell
slightly to 50.3% in Febru-
ary, down from 50.9% in
January, representing a de-
celeration in expansionary
activity. The new orders in-
dex and employment index
both crossed the threshold
into contractionary activity in
February, while the produc-
tion index and new export
orders saw a deceleration of
expansionary activity. Over-
all, activity has decelerated,
prices have increased, and
employment has weakened
in the manufacturing sector,
which raises concerns about
possible stagflation.

Overall, growth remained
expansionary in the services
sector. The ISM SERVICES
INDEX rose to 53.5% in
February, up by over a per-
centage point from January.
This represents an acceler-
ation of expansionary activ-
ity in services. The new or-
ders index and the employ-
ment index also increased.
The prices index increased
to 62.6%, marking the first
time since March 2023 that
it has been above 60.0% for
three consecutive months.

The TRADE DEFICIT ex-
panded in January to $131.4
billion. This increase was
driven by $36.6 billion more
imports in January com-
pared to December. Exports
also increased $3.3 billion
from December.  This
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massive jump in imports is
likely an effort to avoid tariffs
expected to begin in March.

Overall, the February EM-
PLOYMENT report shows
mixed results for the current
labor market. Unemploy-
ment has not risen signifi-
cantly, average earnings
have increased, and the
length of unemployment ap-
pears to be falling. The de-
crease in the labor force
participation rate and in-
crease in the U6 rate, how-
ever, indicates some of
those unemployed may be
dropping out of the labor
market entirely.

The unemployment rate
rose slightly to 4.1%, with
those unemployed for 27
weeks or more representing
20.9% of the unemployed,
down from 21.1% in Janu-
ary. The U6 unemployment
rate, which measures indi-
viduals who are working
part-time but would prefer
full-time work or are under-
employed, increased 0.5
percentage points to 8.0% in
February. The labor force
participation rate decreased
to 62.4%, down from 62.6%
in January. February non-
farm payrolls increased by
151,000. Average hourly
earnings were up 0.3% in
February and 4.0% over the
last 12 months.
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Fed Speeches

In his speech at the U.S.
Monetary Policy Forum,
Chair Powell provided an
update on the economic out-
look, emphasizing the econ-
omy's solid but evolving tra-
jectory. Chair Powell com-
mented on recent, pessimis-
tic consumer surveys, say-

ing:

“Sentiment readings
have not been a good
predictor of consumption
growth in recent years.”

earlier that same day. He
highlighted that the labor
market is stable with healthy
wage growth, benefiting dis-
inflation efforts.

“With wage growth mod-
erating and labor supply
and demand having
moved into better bal-
ance, the labor market is
not a significant source
of inflationary pressure.”

On monetary policy, Powell
underscored the uncertainty

Financial Markets

As tariffs were set to take effect this week, the stock
market declined unilaterally across major indices, with
the DIJA falling 2.4%, the S&P 500 declining 3.1%, and
NASDAQ dropping 3.5% from the previous week. The
price of oil also fell 4.3% from the previous week and
was lower than the 4-week and 13-week averages. De-
spite the stock market decline and falling oil prices,
longer-term Treasury yields increased, indicating bor-
rowers may be worried about long-term risks, such as
inflation. The 30-year Municipal bond yield was also up,
increasing 56 basis points over the last 13-weeks, sup-
porting the theory borrowers are concerned over infla-
tion and high borrowing costs.

He emphasized that real stemming from new trade, Selected Interest Rates
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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 4.33 4.33 4.30 4.23 4.50 4.75 6.90
2" Qtr 7.50 4.33 4.33 4.37 4.22 4.51 4.73 6.73
31 Qtr 7.25 4.13 4.12 4.19 4.20 4.50 4.70 6.56
4" Qtr 7.17 4.04 4.04 4.12 4.16 4.39 4.59 6.39
1% Qtr 26 6.92 3.79 3.79 3.89 4.01 4.18 4.39 6.13
March 2025

FINANCIAL MARKET SUMMARY

As of

3/10/2025

As of
2/28/2025

MONEY MARKETS (Changes in BPs)

Prime 7.50 7.50 0 0 (25)
Secured Overnight Financing Rate (SOFR) 4.35 4.36 1) 1) (24)
Fed Funds (Wed close) 4.33 4.33 0 0 (25)
TREASURIES (BE) (Changes in BPs)

3 Months 4.34 4.32 2 (1) (8)
6 Months 4.29 4.25 4 (1) (5)
1 Year 4.05 4.08 (3) (20) (14)
2 Years 3.99 3.99 0 (30) (11)
5 Years 4.09 4.03 6 (25) 6
10 Years 4.32 4.24 8 17) 17
30 Years 4.62 451 11 (7 28
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.58 2.56 2 (5) 4
5-Year Muni 2.70 2.65 5 (4) 14
10-Year Muni 2.95 2.88 7 21 17
30-Year Muni 4.03 3.92 11 10 56
30-Year Conventional Mortgage 6.63 6.76 (13) (26) (6)
MARKET INDICATORS (Changes in %)

DJIA 42,801.72 43,840.91 (2.4) (3.4) (4.1)
S&P 500 5,770.20 5,954.50 (3.1) 4.2) (5.3)
NASDAQ 18,196.22 18,847.28 (3.5) (6.8) (8.4)
CRB Futures 367.25 365.48 0.5 1.1) 7.0
Oil (WTI Crude) 67.04 70.07 (4.3) (7.6) (1.4)
Gold 2,909.10 2,857.33 1.8 1.7 105
Yen / Dollar 148.04 150.58 1.7) (4.6) 1.2)
Dollar / Euro 1.08 1.04 4.4 4.9 25
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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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