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Week of March 6, 2023 in Review

A deeper look at labor sector data shows the job market may be weaker than the
headlines suggest. Plus, the latest forecast on home price appreciation and the Fed’s
vow regarding inflation:

= Jobs Data Shows Cracks in the Labor Sector

= Leisure and Hospitality Led the Way in Job Gains

= Continuing Jobless Claims Match 14-Month High

= Home Prices Still Forecasted to Appreciate This Year
= Fed Vows to “Stay the Course” in Inflation Fight

Jobs Data Shows Cracks in the Labor Sector
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What’s the bottom line? \While the headline job growth number appeared strong, there
were some cracks in the data.

There are two reports within the Jobs Report and there is a fundamental difference
between them. The Business Survey is where the headline job number comes from,
and it's based predominately on modeling and estimations. The Household Survey,
where the Unemployment Rate comes from, is derived by calling households to see if
they are employed.

The Household Survey has its own job creation component and it showed that there
were only 177,000 new jobs created last month. The Household Survey also showed
that the labor force increased by 419,000, which reflects more people entering the labor
force and looking for employment. The number of people who have been unemployed
for less than five weeks also jumped by 343,000, showing that people are having a
harder time finding a job quickly after losing one.

Leisure and Hospitality Led the Way in Job Gains
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What’s the bottom line? The leisure and hospitality sector once again led the way with
83,000 job gains. But these gains may soon be coming to an end. During the height of
the pandemic, roughly 10 million leisure and hospitality jobs were lost. With the recovery
well underway, we have seen significant job growth in this sector and we’re now
approaching pre-pandemic levels. This means leisure and hospitality job gains may not
bolster the overall total for much longer.



Continuing Jobless Claims Match 14-Month High
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This correlates with the Job Cuts Report from Challenger, Gray & Christmas showing
that there were 78,000 job cuts last month, which is the highest February total since
2009. The report also noted that “so far this year, employers announced plans to cut
180,713 jobs ... the highest January-February total since 2009.” While the bulk of cuts
were in the technology sector, job cuts occurred in all industries Challenger tracks for
the first time in a decade.

Home Prices Still Forecasted to Appreciate This Year

CorelLogic’s Home Price Index showed that home prices nationwide fell by 0.2% from
December to January but they were 5.5% higher when compared to January of last
year. This annual appreciation reading declined from 6.9% in December but is still solid.
CoreLogic forecasts that home prices will drop 0.1% in February but rise 3.1% in the
year going forward.

What’s the bottom line? CorelLogic’s Chief Economist Selma Hepp said that “the
continued shortage of for-sale homes is likely to keep price declines modest, which are
projected to top out at 3% peak to trough.” This is a far cry from a housing crash of 20%
that some in the media have been predicting.

And while CorelLogic has reported slightly negative readings month to month, they still
forecast 3.1% appreciation nationwide over the next year, which can be meaningful for



wealth creation. For example, if someone bought a $400,000 home and put 10% down,
they would gain $12,000 in appreciation over the next year and earn a 30% return on
their investment due to leverage.

Fed Vows to “Stay the Course” in Inflation Fight

Fed Chair Jerome Powell presented the Fed’s Semiannual Monetary Policy Report to
Congress. He said that although inflation has moderated in recent months, there is still
a long way to go until inflation reaches the Fed’s 2% target — and the road “is likely to be
bumpy.” Powell noted stronger than expected employment, consumer spending and
manufacturing data suggested that inflationary pressures were running higher than
expected. He vowed the Fed will “stay the course until the job is done.”

What’s the bottom line? The Fed has hiked its benchmark Fed Funds Rate eight times
since last March, bringing it to a range of 4.5% to 4.75%. This is the interest rate for
overnight borrowing for banks and it is not the same as mortgage rates. When the Fed
hikes the Fed Funds Rate, they are trying to slow the economy and curb inflation.

The Fed is clearly afraid of inflation resurging like it did in the 1970’s, as Powell noted
that “the historical record cautions strongly against prematurely loosening policy.” The
Fed’s next meeting and decision regarding additional hikes to the Fed Funds Rate is
March 21-22.

Family Hack of the Week
You’re in luck! These Grasshopper Bars courtesy of Woman'’s Day are easy to make
and just in time for St. Patrick’s Day.

In a medium saucepan, heat 1/2 cup milk until hot. Add 3 cups mini marshmallows and
2 tablespoons unsalted butter (cut into small pieces) and stir to melt. Remove from heat
and stir in 2 tablespoons heavy cream, 2 teaspoons pure peppermint extract and 1
teaspoon pure vanilla extract. Let cool to room temperature, approximately 1 hour.

Line a 9-inch square baking pan with parchment paper, leaving a 2-inch overhang on
the 2 sides. In a food processor pulse 34 chocolate wafer cookies to fine crumbs. Add 6
tablespoons melted, unsalted butter and pulse to combine. Press evenly into the bottom
of the prepared pan and refrigerate.

Once marshmallow mixture has cooled, beat 1 cup heavy cream until stiff peaks form.
Fold into marshmallow mixture and spread on top of chilled crust. Refrigerate until set,
at least 30 minutes.

To make the topping, heat 3/4 cup heavy cream in a small pot until hot but not boiling.
Remove from heat, add 6 ounces finely chopped bittersweet chocolate and let sit for 1
minute. Stir until melted and smooth. Spread evenly over filling and refrigerate until set,
at least 30 minutes. When ready to serve, use overhangs of parchment paper to
transfer to cutting board to slice.



What to Look for This Week

Consumer inflation will be in the spotlight when February’s Consumer Price Index is
reported on Tuesday. Look for the Producer Price Index on Wednesday, which will give
us news on wholesale inflation.

In housing news, we’ll receive an update on builder confidence this month from the
NAHB on Wednesday while Housing Starts and Building Permits for February will be
reported on Thursday.

Also of note, March’s manufacturing data for the New York and Philadelphia regions will
be released on Wednesday and Thursday, respectively. February’s Retail Sales data
will be delivered on Wednesday and the latest Jobless Claims will be reported as usual
on Thursday.

Technical Picture

Mortgage Bonds made a big move higher Monday morning as there is a flight to the
safety of the Bond market, though they have given back some of their gains. The
10-year has moved back down to 3.50%. It reached as low as 3.43%, but after testing
the 200-day Moving Average and Fibonacci level, moved a bit higher.



