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ECONOMIC UPDATE

Summary

Markets rallied last week with equities
surging and Treasury yields declining af-
ter Iran and the United States signaled
progress in peace talks. Although the
Strait of Hormuz was reopened on Fri-
day, as of Saturday morning, it was
closed once again. Oil prices declined an
additional 12.5% to $84 per barrel, now
15.3% lower than four weeks ago; how-
ever, the price of oil remains 41.8%
higher than thirteen weeks ago, so the
downstream effects of the price shock re-
main to be fully released. Economic data
pointed to lower-than-expected inflation
pressures but mixed underlying activity.

Producer prices rose 0.5% in March, be-
low expectations but still elevated, while
core PPl increased only 0.1%, signaling
easing input price pressures. In contrast,
import prices (+0.8%) and export prices
(+1.6%) were up significantly in March,
indicating continued pressure from
global trade channels. Business senti-
ment and housing activity showed signs
of weakening, with the March NFIB small
business optimism index falling to 95.8
and NAHB housing index declining to 34
in April. Existing home sales totaled 3.98
million in March, coming in slightly below
the consensus of 4.01 million.

Manufacturing data were mixed. Indus-
trial production declined 0.5% and ca-
pacity utilization fell to 75.7% in March,
both coming in below expectations dur-
ing the first month of the war in Iran. The
full impact of energy price shocks can
take months to materialize. Regional
manufacturing data pointed to underlying
strength, with the Empire State index ris-
ing to 11.0 in April and the Philadelphia
Fed index increasing to 26.7, both well
above expectations. The labor market
also remained stable, with initial claims
falling to 207,000 and continuing claims
declining to 1.818 million.

Subscribe to Chmura’s Quarterly National Forecast for insights on the data and trends shaping the U.S. Economy:
https://www.chmura.com/quarterly-economic-update

Number

Consensus

Last Week: Indicator Reported Expectation® comment
Existing Home Sales (Mar — Mon 10:00) 3.98M 4.01M
NFIB Small Business Optimism (Mar — Tue 06:00) 95.8 98.0
PPI (Mar — Tue 08:30) 0.5% 1.2%
Core PPI (Mar — Tue 08:30) 0.1% 0.4%
MBA Mortgage Applications Index (04/11 — Wed 07:00) 1.8% NA
Empire State Manufacturing (Apr — Wed 08:30) 11.0 0.0
Import Prices (Mar — Wed 08:30) 0.8% NA
Import Prices ex-oil (Mar — Wed 08:30) 0.6% NA
Export Prices (Mar — Wed 08:30) 1.6% NA
Export Prices ex-ag. (Mar — Wed 08:30) 1.7% NA
NAHB Housing Market Index (Apr — Wed 10:00) 34 38
Philadelphia Fed Index (Apr — Thu 08:30) 26.7 12.7
Initial Claims (04/11 — Thu 08:30) 207K 215K
Continuing Claims (04/04 — Thu 08:30) 1818K NA
Industrial Production (Mar — Thu 09:15) -0.5% 0.1%
Capacity Utilization (Mar — Thu 09:15) 75.7% 76.4%
Next Week: Indicator E?(c:):i(ta:tsi::* Prior Comment
Retail Sales (Mar — Tue 08:30) 1.3% 0.6%
Retail Sales, ex-auto (Mar — Tue 08:30) 0.9% 0.5%
Business Inventories (Feb — Tue 10:00) 0.1% -0.1%
Pending Home Sales (Mar — Tue 10:00) 0.5% 1.8%
MBA Mortgage Applications Index (04/18 — Wed 07:00) NA 1.8%
Initial Claims (04/18 — Thu 08:30) 212K 207K
Continuing Claims (04/11 — Thu 08:30) NA 1818K
S&P Global U.S. Manufacturing PMI - Prelim (Apr — Thu 09:45) NA 52.3
S&P Global U.S. Services PMI - Prelim (Apr — Thu 09:45) NA 49.8
Univ. of Michigan Consumer Sentiment - Final (Apr — Fri 10:00) 47.6 47.6
*Sources: www.briefing.com and www.federalreserve.gov
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Economic Review

EXISTING HOME SALES
declined 3.6% month-over-
month in March, to 3.98 mil-
lion units, below expecta-
tions, and down from an up-
wardly-revised 4.13 million
in February. On a year-over-
year basis, sales were down
1.0%. The decline in sales
was broad-based across all
regions. Sales fell 8.5% in
the Northeast, 4.2% in the
Midwest, 3.1% in the South,
and 1.3% in the West. The
South and West remained
slightly positive on a year-
over-year basis, but sales in
the Northeast and Midwest
remained negative on a
year-over-year basis, down
12.2% and 3.2%, respec-
tively. Median existing home
prices increased 1.4% to
$408,800 year-over-year,
marking the 33" consecu-
tive month of annual price
gains.

Inflation in  March was
largely driven by elevated
energy prices, as the PRO-

DUCER PRICE |INDEX
(PPI)  increased  0.5%
month-over-month, below

the 1.2% consensus, follow-
ing a downwardly revised
0.5% increase in February.
Core PPI (excluding food
and energy) rose just 0.1%,
also below expectations of
0.4%, after a revised 0.3%
gain the prior month. On a
year-over-year basis, head-
line PPl accelerated to 4.0%
from 3.4%, while core PPI
held steady at 3.8%. The fi-
nal demand goods index
rose 1.6% month-over-
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month, the largest increase
since August 2023, with en-
ergy prices up 8.5% and
gasoline prices surging
sharply (+15.7%); energy
prices pass through to core
prices over the course of
months. The index for final
demand services remained
unchanged, in contrast,
weighed down by a 0.3%
decline in margins for final
demand trade. Upstream
price pressures were mixed;
processed goods prices
jumped 2.6%, driven largely
by energy, while unpro-
cessed goods prices fell
2.6%, due to a 7.7% decline
in the index for unprocessed
energy materials.

INDUSTRIAL PRODUC-
TION declined 0.5% month-
over-month in March, below
the expected 0.1% increase,
following an upwardly re-
vised 0.7% increase in Feb-
ruary. The capacity utiliza-
tion rate fell to 75.7% from a
revised 76.1%, also coming
in below expectations. Man-
ufacturing output slipped
0.1% after a 0.4% increase
in February. Mining output
fell 1.2%, while utilities out-
put declined 2.3% after ris-
ing 1.8% the prior month.
Capacity utilization also de-
clined across sectors, with
manufacturing utilization
dipping to 75.3% and mining
utilization falling to 84.5%.
Throughout the next few
months, manufacturing ac-
tivity will continue to face
downward pressure from
high energy prices.
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Fed Speeches

In his speech at Auburn Uni-
versity, Governor Christopher
Waller focused on the impli-
cations of repeated supply
shocks for inflation and mon-
etary policy, arguing that the
current environment is in-
creasingly shaped by over-
lapping disruptions rather
than a single, isolated event.

He emphasized that while un-
derlying inflation had been
moving closer to the Fed’'s 2%
target prior to recent develop-
ments, new shocks, particu-
larly from energy markets,
have complicated the outlook.
In regard to the current geo-
political tensions and sky-
rocketing energy prices, he
notes,

prices, driven by escalating
conflict in the Middle East,
has materially altered the
near-term inflation outlook.
While energy shocks are of-
ten viewed as temporary, he
cautioned that sustained in-
creases could feed through
more broadly into consumer
prices and business costs,
particularly if disruptions per-
sist. In that context, he
warned that policymakers
may not be able to simply
“look through” these develop-
ments if they begin to influ-
ence expectations or pricing
behavior more broadly.

Waller also notes that the la-
bor market appears stable on
the surface but remains frag-
ile. Job growth has been min-

Financial Markets

Stocks continued to climb last week as easing energy prices
and cooling geopolitical tensions helped drive a broad-based
rally across equities. The NASDAQ rose 6.8%, the S&P 500
gained 4.5%, and the DJIA increased 3.2%, with all three in-
dices now higher than their levels thirteen weeks ago. Treas-
ury yields declined across the curve, with the two- and five-
year yields falling 10 basis points and the ten- and thirty-year
yields declining 5 and 3 basis points, respectively, due to in-
vestor sentiment that energy-related inflation pressures may
be easing. QOil prices fell sharply after news broke that pro-
gress had been made on peace talks between the United
States and Iran, dropping 12.5% to $83.85 per barrel; they
are now down over 15% from their level four weeks ago. On
Friday, the Strait of Hormuz was briefly reopened, but it was
then closed again as of Saturday morning as peace talks wa-
vered. Even when the strait is completely reopened, end-use
energy prices could take weeks to substantially cool as tank-
ers are in transit and infrastructure is rebuilt. The 30-year
conventional mortgage rate declined 7 basis points to 6.30%,
reflecting the broader pullback in yields, while gold rose
modestly by 1.2%, continuing to signal underlying demand
for safe-haven assets despite improving market conditions.
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Interest Rate Forecast*®

During the Fed's March policy
meeting, the Federal Open
Market Committee (FOMC)
maintained the federal funds
target rate at 3.50% to 3.75%.
In the statement released fol-

additional adjustments to the
target range for the federal
funds rate, the Committee will
carefully assess incoming data,

the evolving outlook, and the
balance of risks. The Commit-
tee is strongly committed to
supporting maximum

employment and returning in-
flation to its 2 percent objec-
tive.”
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FINANCIAL MARKET SUMMARY
As of As of Weekly 4-Week 13-Week
04/17/26 04/10/26 Change Change Change
MONEY MARKETS (Changes in BPs)
Prime 6.75 6.75 0 0 0
Secured Overnight Financing Rate (SOFR) 3.67 3.57 10 5 1
Fed Funds (Wed close) 3.64 3.64 0 0 0
TREASURIES (BE) (Changes in BPs)
3 Months 3.69 3.70 (1) 3) 7
6 Months 3.72 3.72 0 2 15
1 Year 3.70 3.68 2 4 18
2 Years 3.81 3.79 2 8 27
5 Years 3.94 3.94 0 7 19
10 Years 4.31 4.31 0 3 13
30 Years 4.91 4.88 3 1 9
MUNICIPALS- AAA G.O. & Mortgage (Changes in BPs)
2-Year Muni 2.27 2.29 (2) 4) 3
5-Year Muni 2.41 2.44 (3) (7) 17
10-Year Muni 2.86 2.91 (5) 38 27
30-Year Muni 4.30 4.35 (5) (14) 16
30-Year Conventional Mortgage 6.30 6.37 (7) 8 24
MARKET INDICATORS (Changes in %)
DJIA 49,447.43 47,916.57 3.2 8.5 0.2
S&P 500 7,126.06 6,816.89 4.5 9.5 2.7
NASDAQ 24,468.48 22,902.89 6.8 13.0 4.1
CRB Futures 459.64 467.56 (1.7) (0.9) 21.2
Oil (WTI Crude) 83.85 95.88 (12.5) (15.3) 41.8
Gold 4,830.34 4,772.00 1.2 5.6 5.1
Yen / Dollar 158.64 159.26 (0.4) 0.7) 0.5
Dollar / Euro 1.18 1.17 0.3 1.7 1.4
The information in this newsletter is obtained from sources we believe to be reliable. We cannot, however, guarantee its accuracy and
F @ completeness. Furthermore, the opinions in this report constitute our present judgment, which is subject to change without notice.
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