Capital Markets Group

Weekly Review—July 14, 2023
The market was on inflation watch this week. Here is what they saw...

Consumer Inflation

Intermediate-term treasury yields fell as much as 15bps on Wednesday as weaker-than-expected consumer inflation data gave inves-
tors hope that the Fed is close to ending their historic rate hikes. Consumer price index (CPI) rose 3% in June from a year ago. The core
measure — which extracts the volatile food and energy components — advanced 4.8% below street median estimates of 5% and marking
the lowest level in nearly two years. While the Fed is still expected to increase rates 25bps at this month’s policy meeting, the market is
betting that the 25bps rate hike in two weeks could be the last this cycle as the probability of another Fed rate hike after this month fell
below 50%.

Producer Inflation

Like Wednesday, intermediate-term treasury yields fell as much as 14bps on Thursday as weaker-than-expected producer inflation
(Producer Price Index — PPI) data provided additional support that this month’s expected rate hike could be the last. Furthermore, a
slowdown in key PPI categories points to just a modest increase in the Fed's preferred inflation metric — the PCE - which will be released
later this month. The probability of another Fed rate hike after this month fell below 30% - vs. yesterday’'s 50%.

While this week’s inflation data suggested that the Fed's benchmark rate may be close to topping out, market focus will shift from how
much “higher” to how much ‘longer” as investors will look for clues as to how long can policy maker’s keep overnight rates at current
levels. The answer lies in the financial health of the economy - i.e, the consumer!

With this month’s key inflation data behind us, the market now waits for the next Fed’s policy meeting scheduled for July 25-26.
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NEW ISSUE MUNICIPAL CALENDAR

Amount ($) Description Maturity
07/19/2023 $8,000,000 BOONE CO MO FIRE PROT DT UT GO BQ Aa2 2024-2043
07/20/2023 $1,700,000 PACIFIC MO FIRE PROT DT UT GO BQ Aa3 2026-2042
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Wholesale Inventories May (F) 07/10/2023 -0.1% 0.0% -0.1%

MBA Mortgage Applications Jul 7 07/12/2023 NA 0.9% -4.4%

CPI MoM Jun 07/12/2023 0.3% 0.2% 0.1%

CPI YoY Jun 07/12/2023 3.1% 3.0% 4.0%

CPI Core YoY Jun 07/12/2023 5.0% 4.8% 5.3%

PPI Final Demand MoM Jun 07/13/2023 0.2% 0.1% -0.4% (rev up)
PPI Final Demand YoY Jun 07/13/2023 0.4% 0.1% 0.9% (rev down)
Initial Jobless Claims Jul 8 07/13/2023 250k 237k 249k (rev up)
Continuing Claims Jul1 07/13/2023 1720k 1729k 1718k (rev down)
U, of Mich. Sentiment Jul (P) 07/14/2023 65.5 72.6 64.4

3 Mo. 2.68

Prime Rate 8.25 8.25 4.75 6 Mo. 278
Discount Rate 5.25 5.25 1.75

Fed Funds Rate 5.08 5.08 1.58 1-Year 3.06
Interest on Reserve Bal. 515 5.15 1.65 2-Year 2.94
SOFR 5.05 5.05 1.54 3-vear 089
11th Dist COFI (ECOFC) 273 257 0.49

1-Yr. CMT 5.34 5.26 3.21 5-Year 268
Dow 34509.03 33,979.33 30,630.17 7-Year 2.67
NASDAQ 1413.70 13,626.48 11,251.19 10-Year 075
S&P 500 4505.42 4372.59 3,790.38

Bond Buyer 3.66 3.67 334 30-vear 388
3 Mo. Bill 5.37

6 Mo. Bill 5.47

1-Year Bill 5.29

2-Year Note 4.71 10 81 81

3-Year Note 4.32 10 85 82 81

5-Year Note 3.99 7 98 93 86
7-Year Note 3.89 30 105 99 89 GNMA 30 Yr. 5.24%
10-Year Note 378 50 120 m 99 FNMA 30 VYr. 5.50%
20-Year Bond 4.08 FNMA 15 Vr. 5.00%
30-Year Bond 3.90

***If you no longer wish to receive this weekly review, please send an email to CapitalMarketsGroup@commercebank.com* **

The Weekly Review is a publication of the Capital Markets Group of Commerce Bank.

The opinions expressed herein reflect that of the author and are not a complete analysis of every material fact respecting any company, industry, or security. The author’s opinions do not

necessarily reflect that of Commerce Bank or its affiliates. Information contained herein is from sources deemed reliable but cannot be guaranteed. Prices and/or yields are subject to

change and investments are subject to availability. CDs are direct financial obligations of the issuing financial institution and are not, either directly or indirectly, an obligation of Com-

merce Bank. The information provided is not an official trade confirmation or account statement. The Capital Markets Group (CMG) of Commerce Bank is not acting as your ‘municipal

advisor’ within the meaning of Section 15B of the Securities Exchange Act, and does not act in a fiduciary capacity. CMG does not provide tax advice; please refer to your tax professional.
Investments in securities are NOT FDIC Insured; NOT Bank-Guaranteed and May Lose Value.
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