WEEKLY ECONOMIC UPDATE

Summary

The financial markets told a unified
story last week as tariffs threw the
global economy into chaos: investors
believe the economy is weakening.
The broad sell-off in equities, fall in
yields and commodities point to mount-
ing concerns about a potential eco-
nomic slowdown or recession. The
March employment report, however,
portrayed a stable labor market, with
employment levels exceeding consen-
sus expectations. The unemployment
rate increased slightly to 4.2% but
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remained in the low range considered
healthy. This report also came with sig-
nificant downward revisions to Janu-
ary’s and February’s reports. Based on
the JOLTS report, job openings were
stable at 7.6 million in February, but
down slightly year-over-year, and the
job openings rate remained similar
month-over-month at 4.5%. The ISM
Manufacturing Index fell below the
50% threshold in March, indicating the
sector is experiencing contraction, and
the ISM Services Index fell to 50.8%.

In contrast, factory orders grew 0.6% in
February, outperforming expectations,
but new orders for non-defense capital
goods, excluding aircrafts, fell 0.2%;
these orders are considered a proxy for
business confidence and indicate that
overall business activity may be slow-
ing. The trade deficit narrowed slightly
in February to $122.7 billion but re-
mained in record-setting territory as
consumers and businesses attempted
to make purchases before tariffs take
hold.

Last Week: Indicator é\leuprgzig EC)?( %réscfgt?gr‘:‘* Comment
Chicago PMI (Mar — Sun 09:45) 47.6 45.3
S&P Global US Manufacturing PMI - Final (Mar — Mon 09:45) 50.2 NA
ISM Manufacturing Index (Mar — Mon 10:00) 49.0% 49.8%
JOLTS - Job Openings (Feb — Mon 10:00) 7.568M NA
Construction Spending (Feb — Mon 10:00) +0.7% +0.4%
MBA Mortgage Applications Index (03/29 — Tue 07:00) -1.6% NA
Factory Orders (Feb — Tue 10:00) +0.6% +0.4%
Initial Claims (03/29 — Wed 08:30) 219K 224K
Continuing Claims (03/29 — Wed 08:30) 1,903K NA
Trade Balance (Feb — Wed 08:30) -$122.7B -$121.0B
S&P Global US Services PMI - Final (Mar — Wed 09:45) 54.4 NA
ISM Services (Mar — Wed 10:00) 50.8% 53.2%
Nonfarm Payrolls (Mar — Thu 08:30) 228K 130K
Nonfarm Private Payrolls (Mar — Thu 08:30) 209K 120K
Avg. Hourly Earnings (Mar — Thu 08:30) +0.3% +0.3%
Unemployment Rate (Mar — Thu 08:30) 4.2% 4.1%
Average Workweek (Mar — Thu 08:30) 34.2 34.2
Next Week: Indicator E?((;)Jr;s(‘:?gt?gr?* Prior Comment
Consumer Credit (Feb — Sun 15:00) $15.1B $18.1B
MBA Mortgage Applications Index (04/05 — Tue 07:00) NA -1.6%
Wholesale Inventories (Feb — Tue 10:00) +0.3% +0.8%
EIA Crude Oil Inventories (04/05 — Tue 10:30) NA +6.17M
CPI (Mar — Wed 08:30) +0.1% +0.2%
Core CPI (Mar — Wed 08:30) +0.3% +0.2%
Initial Claims (04/05 — Wed 08:30) 225K 219K
Continuing Claims (03/29 — Wed 08:30) NA 1,903K
EIA Natural Gas Inventories (04/05 — Wed 10:30) NA +29 bef
Treasury Budget (Mar — Wed 14:00) NA -$307.0B
PPI (Mar — Thu 08:30) +0.1% +0.0%
Core PPI (Mar — Thu 08:30) +0.3% 0.1%
U. of Michigan Consumer Sentiment - Prelim (Apr — Thu 10:00) 54.8 57.0

*Sources: www.briefina.com and www.federalreser
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Economic Review

The ISM MANUFACTURI
NG INDEX slipped into con-
traction in March, at 49.0%.
March was the second con-
secutive month of sharply
increasing prices, with the
price index increasing an
additional seven percentage
points to 69.4%. The pro-
duction and new export or-
ders indices transitioned
into contraction, while the
new orders and employment
indices increased their pace
of contraction in March. The
only two indices to increase
in March were the price in-
dex and the inventories in-
dex. The expanded invento-
ries are likely due to busi-
nesses stockpiling before
tariffs are applied. The ISM
SERVICES INDEX indi-
cated a slowing of expan-
sionary activity from Febru-
ary to March, falling from
53.5% to 50.8%. While still
in expansionary mode, the
diffusion index is close to
the 50% cutoff between ex-
pansion and contraction. A
diffusion index measures
the degree to which change
is spread across the sector.
The employment index en-
tered contraction at 46.2%
in March, the first time since
September.

Residential CONSTRUC-
TION SPENDING re-
bounded in February after
an especially poor January
report, encouraging pro-
gress for the long-term
health of the market. Total
construction spending
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increased by 0.7% following
a decrease in spending dur-
ing January. Private con-
struction was up 0.9%, and
public construction was up
0.2%  month-over-month.
Residential spending in-
creased 1.3% in February,
after falling 1.2% during the
previous month, and non-
residential spending was up
0.3% from January.

The March EMPLOYMENT
REPORT indicated a posi-
tive signal about the state of
the labor market, with more
job growth than expected
and healthy average hourly
earnings. The unemploy-
ment rate increased to 4.2%
in March, likely due to in-
creases in the labor force
participation rate. Persons
unemployed for 27 weeks or
more represented 22.1% of
the unemployed, an in-
crease from February. The
U6 unemployment rate,
which includes underem-
ployment as well as workers
marginally attached, fell 0.5
percentage points to 7.9%.
Average hourly earnings in
March  increased 0.3%
month-over-month and
3.8% from a year ago. The
average workweek in March
remained stable at 34.2
hours. March’s employment
report included significant
downward revisions to the
January and February fig-
ures, indicating a worse sit-
uation than previously re-
ported.
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Fed Speeches

In his speech at the Society
for Advancing Business Ed-
iting and Writing Annual
Conference, Federal Re-
serve Chair Jerome Powell
outlined the Federal Re-
serve’s outlook on growth,
inflation, and policy uncer-
tainty, emphasizing a steady
approach as new risks
emerge.

After speaking on economic
growth and the March em-

“©

. it is now becoming
clear that the tariff in-
creases will be signifi-
cantly larger than ex-
pected. The same is
likely true of the eco-
nomic effects, which will
include higher inflation
and slower growth.”

Powell explained the con-
cern that there could be per-
sistent effects, causing long-
term inflation expectations

Financial Markets

The markets sharply plummeted last week, with the
DJIA down 7.9%, the S&P 500 down 9.1%, and the
NASDAQ entering a bear market, plunging 10.0% from
the previous week. Treasury yields declined across all
maturities but most significantly in the 2-year and 5-
year yields, indicating market expectations that the
Federal Reserve will cut rates in the next year. Shorter
maturity bond yields also fell sharply, presumably due
to a flight to safety. Oil prices fell 9.7% week-over-
week, and CRB futures were down 5.9%, indicating
concerns over slowing global demand.
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Interest Rate Forecast*®

During the Fed's March policy
meeting, the Federal Open
Market Committee (FOMC)
left the federal funds target
rate unchanged at 4.25% to
4.50% while slowing the pace
of decline of its securities
holdings from $25 billion to $5
billion/month. In the state-
ment released following the
meeting, the FOMC said,
“The Committee seeks to

achieve maximum employ-
ment and inflation at the rate
of 2 percent over the longer
run. Uncertainty around the

economic outlook has in-
creased. The Committee is
attentive to the risks to both
sides of its dual mandate.”

Language about employ-
ment and inflation goals be-
ing roughly in balance was
removed.

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
34 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

4/4/2025

As of
3/28/2025

MONEY MARKETS (Changes in BPs)

Prime 7.50 7.50 0 0 0
Secured Overnight Financing Rate (SOFR) 4.39 4.36 3 4 (@)
Fed Funds (Wed close) 4.33 4.33 0 0
TREASURIES (BE) (Changes in BPs)

3 Months 4.28 4.33 (5) (6) (6)
6 Months 4.14 4.26 (12) (15) (11)
1 Year 3.86 4.04 (18) (19) (32)
2 Years 3.68 3.89 (21) (31) (60)
5 Years 3.72 3.98 (26) (37) (69)
10 Years 4.01 4.27 (26) (31) (59)
30 Years 4.41 4.64 (23) (21) (41)
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)

2-Year Muni 2.45 2.70 (25) (13) (34)
5-Year Muni 2.63 2.92 (29) ()] (24)
10-Year Muni 2.95 3.25 (30) 25 (14)
30-Year Muni 4.02 4.31 (29) (1) 17
30-Year Conventional Mortgage 6.64 6.65 (1) 1 (27)
MARKET INDICATORS (Changes in %)

DJIA 38,314.86 41,583.90 (7.9) (10.5) (10.3)
S&P 500 5,074.08 5,580.94 (9.1) (12.1) (14.6)
NASDAQ 15,587.79 17,322.99 (10.0) (14.3) (20.6)
CRB Futures 350.73 372.80 (5.9) (4.5) (1.8)
Qil (WTI Crude) 62.41 69.10 9.7) (10.9) (11.6)
Gold 3,038.58 3,084.73 (1.5) 45 15.1
Yen / Dollar 146.83 149.82 (2.0 (2.5) (6.9)
Dollar / Euro 1.10 1.08 1.3 1.2 6.4

@

e

Al
iiiiii CHMURA

Week of April 7, 2025

www.chmura.com

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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