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We Hate To Say We Told You So, But, We Kind Of Did . . .

At the risk of appearing immodest, we’ll open this month’s edition with something we said in last
month’s edition: “the on-again/off-again, at least for now, expanded tariffs on imports from Mexico
and Canada could just be a warm-up act for what could be a highly volatile policy landscape.”
Admittedly, though, we didn’t see that coming to this degree or this quickly. On the bright side,
though, as forecasts go, that may be the only one we hit for quite some time given the volatility,
not to mention the mounting uncertainty, around the path of the U.S. economy. More important
than making it hard for forecasters to do their jobs, the volatility and uncertainty are making it hard
for those who manage businesses to make plans around capital spending and hiring. We are
seeing that reflected in much of the economic data.

Total nonfarm payrolls rose by 151,000 jobs in February, neither as strong as some expected nor
as weak as some feared. That said, federal government payrolls declined by 10,000 jobs in
February, reflecting the (very) early impacts of cutbacks in federal government staffing and
spending. The March employment report will show a much larger decline, likely over 50,000 jobs,
and efforts to streamline the government could be a drag on overall job growth for several months.

February marked a second straight month of the ISM Manufacturing Index above the 50.0 percent
break between contraction and expansion after what had been a twenty-six-month run on the
wrong side of that break. Core capital goods orders have been notably strong over the past three
months, and manufacturing payrolls rose in February. The question, however, is whether, or to
what extent, this improvement reflects firms pulling orders and production forward to beat higher
tariffs, as opposed to marking the early stages of an enduring rebound. It is too soon to know.

Inflation remains firmly above the FOMC'’s 2.0 percent target rate, and to the extent higher tariffs
are implemented, they will push prices higher even as overall economic activity slows. While
many FOMC members continue to stress the need to push inflation lower, marked deterioration in
labor market conditions would likely prompt them to resume cutting the Fed funds rate.




ECONOMIC/FINANCIAL DATA HIGHLIGHTS — March 2025

Last % Change Year Ago,
Indicator: Observation: Reported As: Value: or Year Ago Value:
Real GDP Q4 2024 (2" est.) | Annualized % change 2.34% 2.51%
Total Payroll Employment February 2025 Monthly change, thousands of jobs +151 1.27%
Private Sector Payroll Employment February 2025 Monthly change, thousands of jobs +141 1.22%
Unemployment Rate February 2025 % of labor force 4.1% 3.9%
“U6” Unemployment/Underemployment February 2025 % of labor force 8.0% 7.3%
Unemployed 27 Weeks or More February 2025 Millions of people 1.455 1.213
Aggregate Private Sector Earnings February 2025 Monthly % change 0.38% 4.62%
Real Personal Disposable Income January 2024 Monthly % change 0.56% 1.82%
Real Personal Income ex-Transfers January 2024 Monthly % change 0.35% 1.46%
Real Personal Consumption Expenditures January 2024 Monthly % change <0.47%> 2.98%
Personal Savings Rate January 2024 % of disposable personal income 4.60% 5.50%
Consumer Price Index — Total January 2024 Monthly % change 0.47% 3.00%
Consumer Price Index — Core January 2024 Monthly % change 0.44% 3.26%
Producer Price Index — Final Demand January 2024 Monthly % change 0.40% 3.51%
Producer Price Index — Core Final Demand January 2024 Monthly % change 0.28% 3.61%
Single Family Housing Permits January 2024 Seasonally adjusted annual rate 996,000 1,031,000
Multi-Family Housing Permits January 2024 Seasonally adjusted annual rate 487,000 477,000
Single Family Housing Starts January 2024 Seasonally adjusted annual rate 993,000 1,011,000
Multi-Family Housing Starts January 2024 Seasonally adjusted annual rate 373,000 365,000
Industrial Production January 2024 Monthly % change 0.51% 2.00%
ISM Manufacturing Index February 2025 Index value, % 50.3% 47.6%
ISM Manufacturing New Orders Index February 2025 Index value, % 48.6% 48.1%
ISM Non-Manufacturing Index February 2025 Index value, % 53.5% 52.2%
ISM Non-Manufacturing New Orders Index February 2025 Index Value, % 52.2% 54.7%
Federal Funds Rate Target Range Mid-Point March 7, 2025 Percent 4.375% 5.375%
Secured Overnight Financing Rate (SOFR) March 7, 2025 Percent 4.35% 5.31%
3-Month U.S. Treasury Bill Yield March 7, 2025 Percent 4.30% 5.47%
2-Year U.S. Treasury Note Yield March 7, 2025 Percent 3.92% 4.50%
10-Year U.S. Treasury Note Yield March 7, 2025 Percent 4.24% 4.09%
Dollar-Euro Exchange Rate March 7, 2025 Euros per U.S. dollar 0.9221 0.9140
Dollar-Yen Exchange Rate March 7, 2025 Yen per U.S. dollar 147.29 148.08
Federal Reserve Broad U.S. Dollar Index February 28,2025 | Index value, 1/1/2006 = 100 128.4646 121.4886
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Industrial Production, Capacity Utilization
All Sectors
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ISM Index
70 diffusion index, net percentage
65 — Manufacturing Index — Non-Manufacturing Index
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Median Sales Prices
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Consumer Price Index
% change year ago
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