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Legal Disclaimer And Risk Disclosure

Goal: Provide an overview of current economic data and some related statistics.

These materials are for educational and entertainment purposes only and are neither a
solicitation, nor an offer to buy or sell any financial instrument.

All information provided here is the opinion of the authors. The authors, AAII, AAII Portland
Chapter, AAII Portland Income SIG Group leaders and members, make no claim that the
information in any of these presentations is correct. Under no circumstances should any of the
information in these presentations be taken as any kind of investing advice.

The authors, AAII, AAII Portland Chapter, AAII Portland Income SIG Group leaders and
members, will not assume any responsibility whatsoever for the actions of the reader nor
financial losses that may result from the use or misuse of the information presented.

Convention:
Relevant URLs are inserted below page title and may be embedded in the page. FRED series IDs are displayed on page. Date of last update is
on right side of title bar. Some charts may have their own last update date.

11/16/2023 AAII Portland Chapter




FOMC Meeting Oct 31st to Nov 1st

Federal Reserve Board - Federal Reserve issues FOMC statement 1 1/0 1/2023

« Maintained the target for the federal funds rate to a range of 5.25% to 5.50%

* Continue QT to reduce the size of the balance sheet.
« FOMC Statement

— Economic activity expanded at a strong pace
— Job gains have moderated (not slowed) but remain strong, unemployment low
— Inflation remains elevated

— Banking system is sound, credit conditions tighter

» Chairman Powell’s press conference

— “Inflation has been coming down but is still running well above our 2 percent target. The
labor market has been rebalancing, but it’s still very tight by many measures. GDP growth
has been strong, although many forecasters are forecasting ... that it will slow.”

— “We’re not confident that we haven’t but we’re not confident that we have ... achieved a
stance of monetary policy that’s sufficiently restrictive to bring inflation down to 2 percent
over time sustainably”

— Did the Fed staff put recession back into the baseline forecast for today’s meeting? “No”

— “the committee’s not thinking about rate cuts right now at all”
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Fed Funds Rate - Market Expectation and History

11/15/2023
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nrl » Fed rate had been much higher than inflation in the past
' » Core PCE is still at highest in the last 30+ years
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Yield Differences

11/15/2023
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i Recession often starts
after the dis-inversion
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Effective Federal Funds Rate EFFR
— Market Yield on U.S. Treasury Securities at 2-Year Constant Maturity, Quoted on an Investment Basis - Effective Federal Funds Rate DGS2 - EFFR

Some say DGS2 is market’s view
of where EFFR should be
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(Inverted) Yield Curve and QT

Resource Center | U.S. Department of the Treasur 1 1/02/2023
FRED -+/ — Assets: Total Assets: Total Assets (Less Eliminations from Consolidation): Wednesday Level (ieft) $ 8.0 Trillion WALCL
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Quantitative Tightening (QT)
2 /\ » Reducing bond holding of $95B/month starting 9/1/2022
» As of 11/01/2023, reduced 11.76% for target of 16.52%
» That $1T bond supply explain some of the latest rise of long-
term treasuries interest rate?
» FOMC may pause raising Fed Funds rate, but QT continues.
. Sl o i i Treasury Notes will continue to be under pressure.
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US Dollar

11/15/2023

IDX—Y.NYB 104.38 MA(208CMA0) X MA(52CMAD) <

US Dollar is relatively strong. Tail wind for fighting inflation.
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Commodity Futures

https://www.marketwatch.com/investing/futures 11/15/2023
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Producer, Import, Export Price Index

https://www.bls.gov/news.release/ppi.nrQ.htm

11/16/2023
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Wage Growth Tracker

three-monih moving average of median wage growth, hourly data
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Employment and Wage Growth

https://www.atlantafed.org/chcs/wage-growth-tracker
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— Average Hourly Earnings of All Employees, Total Private (lef CES0500000003
— Unemployment Rate (right) UNRATE

=

» Wage increase (4.1%) is trending lower.
» | » Unemployment Rate (3.9%) is relatively low.
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— All Employees, Total Nonfarm (left)

£ eenfonee BRtckseinn R Ot » Number of total nonfarm employees is at new all-time high.

» Labor Participation Rate is trending up.
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Jobs Openings and Labor Turnover Summary (JOLTS)

https://www.bls.gov/news.release/jolts.nr0.htm 1 1/0 1/2023
—
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[UC and Temp Services Employment

Weekly Unemployment Claims: Up 29K, Worse Than Forecast - dshort - Advisor Perspectives 1 1/1 6/2023
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Retail Sales

il
Fn FRED 242 — University of Michigan: Consumer Sentiment (left) RSAFS . . : LT
Advance Retail Sales: Retail Trade and Food Services (right) UMCSENT > Retall sales 1sa lagglng 1nd1cat0r .
»  Umich survey often trend down before a “classic” recession
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GDP, WEI, ISM, and GDPNow

https://www.newyorkfed.org/research/policy/weekly-economic-index#/interactive https://www.atlantafed.org/cqer/research/gdpnow 11/15/2023
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Financial System State 11152023
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Inflation - CPI and PCE
Inflation Nowcasting: Latest Data !clevelandfed.org[

FREn ~44 — Personal Consumption Expenditures: Chain-type Price Index PCEPI
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Leading Economic Indicator

CB LEL Fifth Consecutive Decline in July - dshort - Advisor Perspectives 10/27/2023
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Credit Condition - Senior Loan Officer Survey

The Fed - Senior Loan Officer Opinion Survey on Bank Lending Practices (federalreserve. 11/06/2023
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Quarterly Household Debt (2023, Q3)

Household Debt and Credit Report - FEDERAL RESERVE BANK of NEW YORK (ne

11/08/2023

orkfed.or;

W Mortgage B HE Revolving M Auto Loan W Credit Card W Student Loan B Other 250 600
. g 2023Q3 Total: $17.29 Trilli
= Total Debt Balance and its Composition 202902 Total $17.06 Tniten ——1 1 Number of Accounts by Loan Type
3
| 4 500
. : i9%6) 200 Credit Card
(&%) = i
(Right Axis)
(=%) 41 400
(22%)
12 150
Auto Loan
(Left Axis) - 300
) 100
| (70%6) 200
& /M/—F Mortgage
(Left Axis)
50
2 HE Revolving 1 108
(Left Axis)
0 B T i B T I e BB T e T B B B 0
[} ~ N N N N N N ~N N N N N N ~N N N N N N ~N N
FEG G P P G G B I N N A a4 659 o""o @Q @Q é\g éﬁc'} @Q S0 4P o 6 6T & T T T q‘,b'(‘} q'f('} r{}Q q':-"Q
16 ,200
ition i i +
= Transition into Delinquency (30+) by Loan Type nForeciosuss:  mBankrupicies
Number of Consumers with New Foreclosures
12 1900 and Bankruptcies 7
Student Loan
10
8 Auto Loan 600 i
6
4 300 -
2
0 N N T S O Y T S O N S O M N R S O N N O N S M O o | D L1 : ) . . .
Y M M LS N L N N M N N M N N P N P M M M . N, P L M N N Y N . LY M Y N N, N M L M L S L
o000 000000 000 0.0 0.0 0 0 0 0 o .o OO0 0.0 00000000 0000 0 0 0o 0
Q.rb- Qh- Q‘:. @- 6\- Q%- Q%‘ .\ - .\Nq .{Lo \rbo .\h’ .E:o @. (\- .3)- .\q- ELQ- ri\- - ri'b- be.. &.. cg)— @. Q«. Q‘b. ch. @; \p\- N{.\" \'b- N'h. \(’3. p\h‘ 6‘ \q,. N‘b‘ rbg. {'{’\‘ {{L". f'Lb‘
11/16/2023 AAII Portland Chapter 19



NAAIM Exposure Index

11/15/2023

https://www.naaim.org/programs/naaim-exposure-index/
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L] L]
Sentiment Indicators
oney.cnn.com/data/fear-and-greed/ Fundamental. Sentiment."& Technical (yardeni.com
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Triennial Survey of Consumer Finances (SCF)

https://www.federalreserve.gov/econres/scfindex.htm 10/18/2023
Before-tax family income by all families Median ($) Net worth by all families
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The State of U.S. Wealth Inequahty

The State of U.S. Wealth Inequality | St. Louis Fed (stlouisfed.org) 10/1 8/2023
» Wealth
= The top 10% of households by wealth had $7.0 million on average. As a group, they held 69% of total household
wealth.
= The bottom 50% of households by wealth had $51,000 on average. As a group, they held only 2.5% of total
household wealth.

» Generation
* Younger Americans (millennials and Gen Zers) owned 70 cents for every $1 of wealth owned by Gen Xers at the
same age.
* Younger Americans (millennials and Gen Zers) owned 74 cents for every $1 of wealth owned by baby boomers at
the same age.

> Race

= Black families owned about 24 cents for every $1 of white family wealth, on average.
» Hispanic families owned about 24 cents for every $1 of white family wealth, on average.
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For Halloween

When the Bough Breaks - Hussman Funds

10/13/2023

0.4 . :
Hussman Strategic Advisors

Data: Robert Shiller, Standard & Poors, 1871-2023
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—Actual subsequent 10-year S&P 500 average annual total return (right scale)

Unrealized Gains (Losses) on Investment Securities
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Data: Federal Reserve Economic Database, Standard & Poors
-60%
The deferral of consequences should not be confused with the absence
of consequences. Extreme valuations are permissive of enormous losses
70% over the completion of the market cycle
Estimated 10-year S&P 500 total return = 0.10-0.12"In(MCap/GVA)
_80% MCap/GVA: Nonfinancial market capitalization/gross value-added

Estimated foreisn revenues and some pre-war data imputed based on
estimated relationship with other observable data series.

‘White space between blue potential
and red actual losses: high risk with
no apparent consequence
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—Estimated S&P 500 loss to restore greater of: 10% expected nominal return or 2% risk-premium above T-bonds
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Estimates based on purchase of on-the-run Treasury and agency securities having
anaverage maturity of 10 years. Red line presentsalternate estimate assuming
average maturity of 8 years.

Thischart gives credit forall interest remitted to the Treasury since 2008, to underscore
thatso-called "profits" from cumulative remittances have beenwipedout.

Given that this interest has already beenremitted, we estimare that the
Federal Reserve is actually insolvent in an amountclose to $2.5 trillion.
Thisloss can be expected to be recovered over time, as the Fed retains interest
that would otherwise have been remitted for public benefit.
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—Estimated value of Federal Reserve asset holdings, in excess of cost, including all interest
returned to the U.S. Treasury in excess of interest paid to banks on reserve balances (IORB)
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Inflation & Interest Rate — Higher for Longer

11/10/2023

FRED 244 — Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index) PCEPILFE
Market Yield on U.S, Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis DGS10
— Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basls - Personal Consumption Expenditures Excluding Food and Energy (Chain-Type Price Index) DGS10 - PCEPILFE
175

» It is not often that both Fed and the bond market were caught off guard
» Last time this occurred in 1975, inflation and interest rate remained high
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Post Pandemic Urban Recovery

h;tgs://www.bi7iournals.com/biziournals/news/2023/1 I/07/dowmown-recoverx-trends-local.htm1
— E— — E—

Overall, downtowns with the highest recovery rates are Downtown recovery rate by metro area
concentrated in the southern United States EemSpCIERE e

i
. . .« . . =) Sirr;rrfe EZ::{
Medium-sized cities have mostly recovered more quickly than " Ganarma ci

larger ones e
Omaha, Neb.

Mashville, Tenn.

Colorado Springs. Colo.

Strong performers often had shorter commutes and a lower Mimacres

percentage of employment in scientific, information and = G

Tampa, Fla.

11/09/2023

Fort Worth, Texas

technical fields. Although there were some exceptions,

Indianapolis

including San Jose [thanks to FANG] & Cevain

San Antonio

Honolulu
Metros that canceled the fewest events due to Covid protocols Cakiang. SO %
generally fared well " e o
Jacksonwl:’e.d:-'lla': ;g‘?’:
It's about the diversity of the downtown economy Washington B 7
=) San Francisco 6%
Philadelphiz E7%
Office to residential is only feasible for about 10% of e cox
. . Maw York 66%
bulldlngs SE:lélnEﬂ.lUE?%:i}l[l. Sgi
San Francisco is coming back though, as it always has, driven __ & Bre
o e Columbus, Ohio 57%
by that startup spirit = e
Louisville, Ky. 5-1‘_‘«’:
[Main factor il'l the ranking iS Cell phone usage data] - ol 10% 20% 30% 40% S50% 60% 70% 80% 90% 100% 170% 120%
Source: University of Toronto School of Cities: Downtown Recovery, updated Oct. 16, 2023
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Q&A

"The value of any economic asset is 100% sensitive to interest rates. The higher
interest rates are, the less that present value is going to be.” - Warren Buffett

Caution: Information presented are backward-looking and for entertainment only.
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