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The upcoming three-day weekend could not come soon enough after a whipsaw week for the
markets. The stock market was yanked back from record highs and Treasury yields rocketed to
new highs of the year on Tuesday after January’s Consumer Price Index (CPl) came in hotter
than expected. Fed officials have been touting the importance of ensuring inflation is on a
“sustainable” path to 2% in the wake of their January meeting and markets clearly had that
in mind on Tuesday. Given the dramatic response, you would be forgiven for thinking CPI had
increased in the month of January rather than fallen from 3.4% to 3.1%. However, expectations
Andrea Pringle were for the inflation reading to come in at 2.9% and fall below 3.0% for the first time in three

) MB‘? A"a/ySt/, years. The 3.1% print obviously disappointed.
Financial Strategist

The Baker Group LP . . . .
Email The core measure, which excludes volatile food and energy prices in order to better track

inflation’s underlying trend, also disappointed. Core CPl increased 0.4% in January, the most in

eight months, and 3.9% from a year ago. Markets took this as evidence that the Fed will wait
longer to cut rates and took almost a full quarter-point cut out of their easing expectations

Banks =—— for the year. Some of that was given back on Wednesday and Thursday as things settled down

o1|Rxle'rggémem and participants remembered that the Fed targets the Personal Consumption Expenditure
Webinar (PCE) measure of inflation, not CPI, and PCE is not as heavily influenced by housing costs.
Mar 19, 2024 Shelter costs were responsible for much of the increase in January’s CPI reading and those
Q2 Bank CC Webinar costs have a much lower weight in the PCE measure.
Apr 4, 2024
Schools: The spotlight on January’s PCE reading, which comes out on February 29th, will be even brighter
Baker Bond School . . . . . .

Apr 9-10, 2024 than usual as markets will be looking for a reality check on the CPI print. The question will be
Baker ALM School whether inflation is in fact more stubborn than expected or whether the subtle differences
Aug 20-21, 2024 between CPIl and PCE, as well as the change in the weights of the elements in the CPI basket

(Us that are adjusted each January, are enough to write off January’s elevated CPI print.
Webinars: -
Q2 CU CC Webinar There is evidence that CPI’s shelter costs should be expected to come down, but there is a
Apr 11, 2024 . . . . . .
significant lag in the data. The high-frequency data on rents, which give a better picture of
Bakesrcggosi'rtual what is happening with rents in real time, shows that they are already falling but that data
Bond School captures what is happening with “new leases” (the price renters would have to pay if they

T LS, 20D were to move right now). The CPI data measures a lot more “existing leases,” which captures

Baker CU Virtual renters who rented at high prices and are still paying that elevated price. Eventually, when
ALM School . “ ” ’ H
Jul 24-25, 2024 those renters move and sign “new leases,” CPI’s shelter costs should better catch up with

Baker Bond School current market measures.

Apr 9-10, 2024

Baker ALM School After calming on Wednesday and Thursday, markets were thrown for a loop yet again this

Aug 20-21, 2024 morning as the Producer Price Index (PPI), which can offer some insights into possible future
== Banks and (Us == movements in PCE, jumped more than expected in January. PPl rose 0.3% MoM and 0.9% from
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a year earlier. Expectations were for a 0.1% MoM increase and a 0.6% annual increase. The
bump was led by increases in services categories. The portfolio management and investment
advice category, which feeds directly into PCE, jumped 5% in January on the back of the stock
market rally late last year. The category, which is calculated using market returns, indicates
that PCE may get an undesirable boost from equity performance in the January print.

Next week, we have only four market days and little economic data. The Leading Economic
Andrea Pringle Indicator Index will come out on Tuesday and Existing Home Sales data will be released on

MBS Analyst/ . . .
. i s Thursday. We will also get the minutes from the FOMC'’s January meeting on Wednesday.
Financial Strategist
The Baker Group LP
Email
BECO - Research Models | Copy Link | Refresh | Export ~ | World Macroeconomic Analyzer
Analysis [US CPT [+][Contribution [~| [MoM[ Yo% | Range [03/2019] - [02/2024] [ 61 [vTD [ 1v [3Y [S¥] 10V ] Max |
Contributions to US CPI MoM% SA Latest Release 02/13/24 08:30 Next Release 03/12/24 08:30)
Calculated by Bloomberg using data from the Bureau of Labor Statistics (BLS)
Banks I [l All Items 0.305 [M Core CPI 0.392 Food 0.053 Energy -0.060 Core Goods -0.060 M Core Services 0.403
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Apr 4, 2024
Schools:
202 | | 202
Baker Bond SChOOl Data Table Show Heat Map Sh Show More | -~ Hide Table
Apr 9-10, 2024 @ [Series Ticker 3 Feb-23 Mar-23 Apr-23 May-23 Jun-23 Jul-23 Aug-23] Sep-23] Oct-23 Nov-23 Dec-23 Jan-24
7

All Items CPICHNG Index |7 0.384 0.078 0427 0110 0210 0206 0512 0360 0. 0.160 0.233 0.305

Baker ALM School Food ECANGAYN Index |5 0.045 0.014 0004 0030 0022 0026 0033 0025 O. 0.023 0.028 0.053
aker CNOo @| - Energy ECANZXSO Index 16 -0.031] -0.189 0.051 -0.207 0.033 -0.001 0303 0.082 -O. -0.108 -0.014 -0.060
Aug 20-21, 2024 @| - Core Goods ECANALD3 Index 2 0.028 0.042 0094 0.089 -0.019 -0.070 -0.044 -0.049 -0.006 -0.046 -0.013 -0.060
Core Services ECANXLPR Index |7 0.357 0.221 0.277 0195 0180 0249 0220 0305 o. 0,269 0.227 0.403

7 0467 0325 0468 0361 0195 0227 0230 0319 o 0308 0275 0.392

(Us
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Schools:
Baker CU Virtual
Bond School
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Source: Bloomberg, L.P.

Baker CU Virtual
ALM School
Jul 24-25, 2024

Baker Bond School
Apr 9-10, 2024

Baker ALM School
Aug 20-21, 2024
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Treasury Yield Curve - Current vs. 1-Month Agency Spreads
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Treasury Market -- Historical Fixed Rate Market
Maty Current 1Wk Historical Maty N-Call UsS AAAZBQ Muni - Tax Agency Calls - Euro
Change | 1Mo | 6Mo | 1Yr /AL | Agency Swap | C-Corp S-Corp Muni [Mty| 3Mo  6mo 1Yr 2Yr
3mo 5.38 (0.00) 5.36 5.45 4.80 2yr 4.66 4.48 3.84 4.08 4.63 2Yr 5.45 5.45 5.45 -
6mo 5.33 0.06 5.21 5.51 5.01 3yr 4.49 4.22 3.60 3.83 4.57 3Yr 5.24 5.25 5.20 5.24
1yr 4.98 0.11 4.72 5.36 4.98 Syt 4.33 4.01 3.42 3.64 444 | 5Yr|] 518 518 5.17 5.11
2yr 4.65 0.17 4.22 4.97 4.64 Tyr 4.48 3.94 342 3.64 4.71 7Yt 5.20 5.22 5.21 5.15
3yr 4.43 0.16 4.01 4.67 4.45 10yr 4.51 3.91 3.44 3.67 4.79 J10Yr 5.23 5.29 5.28 522
Syr 4.29 0.15 3.93 4.40 4.07 15yr 4.55 3.93 4.13 4.40 5.01 March TBA MBS
Tyr 4.31 0.14 4.00 4.35 3.99 20yr 4.58 3.90 4.58 4.87 540 |Cpn| 15Yr-YId/AL 30Yr -Yld/AL
10yr 4.29 0.12 4.06 4.25 3.86 25yr 4.62 3.81 4.80 5.11 546 |3.00 5.35 5.4y 5.24
30yr 4.45 0.08 4.30 4.35 3.92 30yr 3.71 5.03 5.35 551 §3.50 5.08 5.3y
* Interpolated 4.00 4.95 5.4y 5.32 9.7}'
4.50 5.00 53y 5.43 9.5y
Key Market Indices 5.00 555 8.6y
1Wk Historical 5.50 5.75 7.6y
Index Current Change 1Mo 6 Mo 1Yr FHLB Fixed Advance Rates Fed Fund Futures
Fed Funds 5.50 - 5.50 5.50 4.75 Maturity| Chicago Boston Topeka Maturity Rate
Primary Discount 5.50 - 5.50 5.50 4.75 3mo 5.50 5.53 5.53 Feb-24 5.330
2ndary Discount 6.00 - 6.00 6.00 5.25 6mo 5.44 5.45 5.50 Mar-24 5.320
Prime Rate 8.50 - 8.50 8.50 7.75 lyr 5.11 5.11 5.27 Apr-24 5.305
Sec. O.N. Finance 5.31 - 5.31 5.30 -- 2yr 4.76 4.77 4.88 May-24 5.240
1 Month LIBOR 5.44 0.00 5.45 5.43 4.59 3yr 4.57 4.60 4.67 Jun-24 5.150
3 Month LIBOR 5.59 0.01 5.58 5.63 4.87 4yr 4.50 4.55 4.61 Jul-24 5.085
6 Month LIBOR 5.69 0.06 5.58 5.86 5.16 Syr 4.44 4.50 4.54 Aug-24 4.935
1 Year LIBOR 6.04 0.12 5.73 5.48 3.62 Tyr 4.61 4.69 4.71 Sep-24 4.860
6 Month CD 5.36 0.02 5.25 5.76 5.12 10yr 4.70 4.80 4.80 Oct-24 4.755
1 Year CMT 4.93 0.10 4.65 5.36 4.96 5yr Am 4.15 4.72 Nov-24 4.650
REPO O/N 5.32 (0.06) 5.35 5.33 4.58 10yr Am 4.21 4.78 Dec-24 4.545
REPO 1Wk 5.36 0.02) 5.35 5.37 4.68
CoF Federal 3.855 - 3.848 3.544 2.794
11th D. CoF (Dec) 0.223 - 0.218 0.282 0.460
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INTENDED FOR INSTITUTIONAL INVESTORS ONLY.

Weekly Economic Calendar MBS Prepayments4
This Week & Next 3-Month CPR

Date Release Per. Est. Actual Prior | Revised| [Type 3.0 3.5 4.0 4.5 5.0 5.5
2/12 NY Fed 1-Yr Inflation Expectations Jan - 3.00% 3.01% - N 10y 11.8 11.8 12.2 11.2 10.4 17.5
2/13  |CPI MoM Jan 0.2% 0.3% 83% 0.2%) JFH/FN 15y 6.2 7.3 11.0 16.5 19.4 21.3
2/13  |CPI Ex Food and Energy MoM Jan 03%|  0.4% 0.3% -| loN sy 125 | 172 | 197 | 276 | 376 | 231
2/13  |CPI YoY Jan 2.9% 3.1% 3.4% -{| [FH/EN 20y 5.3 6.2 7.1 8.9 10.4 13.4
2/13 CPI Ex Food and Energy YoY Jan 3.7% 3.9% 3.9% - FH/FN 30y 4.2 4.4 4.3 6.3 53 5.9
2/13  |CPI Index NSA Jan 308.01 308.42 306.75 -l IGN 30y 6.0 8.0 5.4 5.8 6.4 6.9
2/13  [CPI Core Index SA Jan 314.08] 31444 3322 313.21 CPR Projections
2/13  |Real Avg Weekly Earnings YoY Jan -- -0.1% 8:5% 0.7%} | Type 3.0 3.5 4.0 4.5 5.0 5.5
2/13 Real Avg Houtly Earning YoY Jan - 1.4% 8:8% 1.0% FN 10y 10.8 114 11.8 12.9 15.2 17.1
2/14  |MBA Mortgage Applications 2/9 -- -2.3% 3.7% -| [FH/EN 15y 6.9 7.7 10.4 14.7 13.1 18.7
2/15 Empire Manufacturing Feb -12.5 -2.4 -43.7 - GN 15y 9.2 11.8 12.2 13.0 12.6 15.4
2/15  |Retail Sales Advance MoM Jan -0.2% -0.8% 8:6% 0.4%| JFH/FN 20y 6.5 6.4 7.7 8.8 10.5 12.3
2/15  |Retail Sales Ex Auto MoM Jan 02%]  -0.6% 0.4% ~| [Fr/PN 30y 5.7 6.0 6.6 7.7 8.7 9.8
2/15  |Retail Sales Ex Auto and Gas Jan 0.2% -0.5% 0.6% -l IGN 30y 6.1 6.7 8.3 8.6 9.2 11.4
2/15  |Retail Sales Control Group Jan 0.2% -0.4% 0.8% -
2/15 Philadelphia Fed Business Outlook Feb -8.1 5.2 -10.6 -
2/15 Import Price Index MoM Jan 0.0% 0.8% e -0.7%
2/15  |Import Price Index ex Petroleum MoM Jan 0.0% 0.6% 0.0% -
2/15 Import Price Index YoY Jan -1.3% -1.3% +6% -2.4%
2/15 Export Price Index MoM Jan -0.1% 0.8% 9% -0.7% Other Markets
2/15 Export Price Index YoY Jan - -2.4% -32% -2.9% 1Wk Historical
2/15  |Initial Jobless Claims 2/10 220k 212k 248k 220k} JIndex Current | Chng 1 Mo 6 Mo 1Yr
2/15  |Continuing Claims 2/3 1880k| 1895k 87H|  1865k| JCurrencies
2/15 Industrial Production MoM Jan 0.2% -0.1% 0+% 0.0% apanese Yen 150.36 1.07 146.66 145.61 133.94
2/15 Capacity Utilization Jan 78.8% 78.5% F86%|  78.7% Furo 1.08 (0.00) 1.09 1.09 1.07
2/15  |Manufacturing (SIC) Production Jan 0.0% -0.5% 0.1% -1 [Dollar Index 104.49 0.38 103.36 103.43 103.86
2/15 Business Inventories Dec 0.4% 0.4% -0.1% - MaiOl‘ Stock Indices
2/15 NAHB Housing Market Index Feb 46 48 44 =| [DPow Jones 38,701 29 37,361 34,766 33,697
2/16  |Housing Starts Jan 1460k 1331k +460k 1562k} JS&P 500 5,007.8 | (18.8) 4,766.0 4,404.3 4,090.4
2/16  |Housing Starts MoM Jan 0.0%|  -14.8% “43% 3.3%) INASDAQ 15,7972 | (193) 14,944.4 13,4746 | 11,855.8
2/16  |Building Permits Jan 1512k] 1470k +495k|  1493k] |Commodities
2/16  |Building Permits MoM Jan 1.3% -1.5% +9% 1.8%] [Gold 1,996.5 (26.8) 2,030.2 1,896.1 1,842.0,
2/16 PPI Final Demand MoM Jan 0.1% 0.3% -0.1% - Crude Oil 78.25 1.41 72.40 79.38 78.49
2/16  |PPI Ex Food and Energy MoM Jan 0.1% 0.5% 8:6% -0.1%)  INatural Gas 1.62 (0.23) 2.90 2.59 2.39
2/16  |PPI Ex Food, Energy, Trade MoM Jan 0.1% 0.6% 0.2% =l [Wheat 566.5 -30.3 582.0 597.8 765.0
2/16  |PPI Final Demand YoY Jan 0.6% 0.9% 1.0% -~ [Com 419.5 -9.5 443.5 469.5 676.0
2/16  |PPI Ex Food and Energy YoY Jan 1.6% 2.0% +8% 1.7%
2/16 PPI Ex Food, Energy, Trade YoY Jan - 2.6% 25% 2.6%
2/16 U. of Mich. Sentiment Feb P 80.0 79.6 79.0 -
2/16 U. of Mich. Current Conditions Feb P 82.5 81.5 81.9 --
2/16  |U. of Mich. Expectations Feb P 77.0 78.4 77.1 -
2/16  |U. of Mich. 1 Yr Inflation Feb P 2.9% 3.0% 2.9% -1 | Notes |
2/16  |U. of Mich. 5-10 Yr Inflation Feb P 2.8% 2.9% 2.9% - 1 Call Agy = Maturity at left w/ a 1-Year Call at Par
2/22 Chicago Fed Nat Activity Index Jan - - 015 -0.15 2 Muni TEY (21% Fed, 0.75% CoF)
2/22  |S&P Global US Manufacturing PMI Feb P 50.1 - 50.7 ~| 3 s-Corp TEY Muni (29.6%, no TEFERA)
2/22  |S&P Global US Services PMI Feb P 52.0 - 52.5 -l 4 MBS Prepayments are provided by Bloomberg
2/22  |S&P Global US Composite PMI Feb P - - 52.0 -

The data provided in these reports is for informational purposes only and is intended solely for your

private use. Information herein is believed to be reliable but The Baker Group 1.P does not gnarantee its completeness or accuracy. Opinions constitute our judgment and are
subject to change without notice. Past performance is not indicative of future results. The investments and strategies discussed here may not be suitable for all investors; if you have

Source for the aforementioned indices, rates, descriptions, & economic indicators: Bloomberg, LP. This report was printed as of> 02/16/2024 9:23AM
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