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GROSS DOMESTIC PRODUCT
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Unemployment Rate
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CONSUMER PRICE INDEX

The U.S. Bureau of Labor Statistics announced that the Con-
sumer Price Index for All Urban Consumers (CPI-U) rose by
0.2% on a seasonally adjusted basis in August, the same in-
crease as in July. Over the past 12 months, the overall CPI-U
has increased by 2.5% before seasonal adjustment, marking

the smallest 12-month increase since February 2021.

In August, the shelter index experienced a 0.5% increase, be-
ing the main contributor to the rise in the all-items index. The
energy index fell by 0.8% after remaining unchanged the pre-
vious month. The food index increased by 0.1% in August,
slightly lower than the 0.2% increase in July. The food away
from home component rose by 0.3%, while the food at home

component remained unchanged.

Excluding the food and energy categories, the CPI-U for all
other items climbed by 0.3% in August, compared to the 0.2%
increase in July. Contributing indexes include shelter, airline
fares, motor vehicle insurance, education, and apparel. Mean-
while, the indexes for used cars and trucks, household fur-
nishings and operations, medical care, communication, and

recreation saw declines during the month.

Over the 12 months ending in August, the index for all items
excluding food and energy rose by 3.2%, marking the smallest
year-over-year increase since early 2021. The energy index
decreased by 4.0% over the past year, while the food index

recorded a 2.1% increase.
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PRODUCER PRICE INDEX

The Producer Price Index (PPI) for final demand in the U.S. increased by
0.2 percent in August on a seasonally adjusted basis, as reported by the
U.S. Bureau of Labor Statistics. Final demand prices remained unchanged
in July and rose by 0.2 percent in June. Over the 12 months leading up to
August, the index for final demand advanced by 1.7 percent on an unad-

justed basis.

The August increase in the index for final demand was driven by a 0.4-
percent rise in prices for final demand services, while prices for final de-

mand goods remained unchanged.

Excluding the volatile categories of foods, energy, and trade services, the
index for final demand less foods, energy, and trade services also in-
creased by 0.3 percent in August, matching the increase seen in July. Over

the 12 months ending in August, this core index rose by 3.3 percent.
Product Details:

Regarding specific products, the index for non-electronic cigarettes rose
by 2.3 percent in August. Prices also increased for chicken eggs, gasoline,
diesel fuel, and drugs and pharmaceuticals. On the other hand, the index
for jet fuel dropped significantly by 10.5 percent, and prices fell for meats,

electric power, hay, hayseeds, oilseeds, and nonferrous scrap.

A 4.8 percent increase in the index for guestroom rental significantly con-
tributed to the rise in prices for final demand services in August. Other
notable increases were seen in machinery and vehicle wholesaling, auto-
motive fuels and lubricants retailing, residential real estate loans, profes-
sional and commercial equipment wholesaling, and furniture retailing. On
the other hand, prices for airline passenger services dropped by 0.8 per-
cent, with decreases also noted in food and alcohol retailing, as well as

membership dues, admissions, and recreational facility use fees.
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U.S. DOLLAR U.S. TREASURY YIELD CURVE

On a month over month basis, August 2024 relative to July 2024,  Treasury Par Yield Curve Rates closed August 2024 at the fol-
the US dollar has weakened against the Canadian dollar (-2.29%),  lowing rates:

the Great British Pound (-2.11%), the Euro (-2.05%) and the Japa- ® 1month: 5.41%

nese Yen (-2.54%). The US dollar closed on August 30, 2024, at ® 1lyear:  4.38%

USDCAD 13492, GBPUSD 13127, EURUSD 11048, uspipy ° >Years: 3.71%
146.17 e 10vyears: 3.91%

e 20vyears: 4.28%
e 30vyears: 4.20%

In August 2024, the U.S. dollar (USD) experienced significant vol-  |n August 2024, U.S. Treasury yields experienced notable fluc-
atility. Early in the month, weak economic data, including a dis-  tuations. Early in the month, yields fell to some of their lowest
appointing jobs report, led to a decline in the USD as market par-  |evels in two years, influenced by weak economic data, includ-
ticipants anticipated more aggressive interest rate cuts by the ing a soft jobs report. However, mid-month retail sales data
Federal Reserve. Mid-month, the USD saw some recovery due to  indicated a stable economy, causing a slight rebound in yields.
stable retail sales data, but overall, it remained under pressure.  The 2-year Treasury yield rose to 3.59%, while the 10-year
The Japanese yen (JPY) strengthened against the USD due to con-  yield increased to 3.64%. Despite these movements, yields
cerns about the U.S. economy and an unexpected rate hike by  remained relatively low, reflecting ongoing market uncertain-
Japan’s central bank. The euro (EUR) also gained against the USD,  ty and anticipation of potential Federal Reserve interest rate
supported by signs of economic improvement in the Eurozone.  cuts.

By the end of the month, the USD was poised to weaken further

as the market continued to expect rate cuts from the Federal

Reserve.
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GOVERNMENT DEBT/ DEFICIT
Budget Totals, October - August
Billions of Dollars
Preliminary, FY
04
39 430
54% 6.8
L34 1807

Actual, FY 2023

Estimated Change

FEDERAL RESERVE MINUTES

18, 2024, the F IR ignifi -
On September 18, 2024, the Federal Reserve announced a significant mone Federal Funds Target Rate

o

tary policy adjustment, lowering the target range for the federal funds rate by

v

0.5 percentage points to 4.75-5%. This decision reflects progress in reducing

IS

inflation, which remains somewhat elevated but is moving towards the 2%

Interest Rate
oW

target. The Fed also noted that economic activity continues to expand at a

solid pace, though job gains have slowed and the unemployment rate has

o

risen slightly. The Fed remains committed to supporting maximum employ- BNNNRT30R A 8REe8RARNSRNINEANSR
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conditions and adjust policies as necessary.

s pper Bound sl ower Bound

On September 18, 2024, The Federal Reserve has made the following decisions to implement the monetary policy stance an-

nounced by the Federal Open Market Committee in its statement, effective September 19, 2024:

e Undertake open market operations as necessary to maintain the federal funds rate in a target range of 4-3/4 to 5 percent.

e Conduct standing overnight repurchase agreement operations with a minimum bid rate of 5 percent and with an aggregate
operation limit of $500 billion.

e Conduct standing overnight reverse repurchase agreement operations at an offering rate of 4.8 percent and with a per-
counterparty limit of $160 billion per day.

e Roll over at auction the amount of principal payments from the Federal Reserve's holdings of Treasury securities maturing in
each calendar month that exceeds a cap of $25 billion per month. Redeem Treasury coupon securities up to this monthly cap
and Treasury bills to the extent that coupon principal payments are less than the monthly cap.

e Reinvest the amount of principal payments from the Federal Reserve's holdings of agency debt and agency mortgage-backed
securities (MBS) received in each calendar month that exceeds a cap of $35 billion per month into Treasury securities to
roughly match the maturity composition of Treasury securities outstanding.

e Allow modest deviations from stated amounts for reinvestments, if needed for operational reasons.

e Engage in dollar roll and coupon swap transactions as necessary to facilitate settlement of the Federal Reserve's agency MBS
transactions.
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GLOBAL ECONOMIC REVIEW

The Global Economy

Global trade and activity strengthened early in the year, driven by robust technology
exports from Asia. Despite positive growth surprises in many countries relative to the
April 2024 WEO, Japan and the United States faced notable slowdowns due to supply
disruptions and moderating consumption, respectively. Europe showed recovery signs
through improved services activity, while China's domestic consumption and tempo-
rary export surge boosted its economy. These developments have reduced output di-
vergences across economies. However, global disinflation momentum has slowed, with
persistent services inflation and brisk wage growth impacting policy decisions. The U.S.
experienced a delay in policy normalization due to increased inflation, while other ad-
vanced economies like the euro area and Canada are progressing in the easing cycle.
Emerging market central banks remain cautious about rate cuts due to external risks

and currency depreciation against the dollar.
Forecast Highlights

Global growth is projected to align with the April 2024 World Economic Outlook fore-
cast, at 3.2 percent in 2024 and 3.3 percent in 2025. Varied activity momentum has
narrowed output divergences as economies align with potential. Services price infla-
tion is hindering disinflation, complicating monetary policy normalization, and increas-
ing inflation risks, potentially leading to prolonged higher interest rates amid rising
trade tensions and policy uncertainty. To manage these risks and sustain growth, a
carefully sequenced policy mix is necessary to achieve price stability and rebuild eco-

nomic buffers.
Risks to the global outlook

Risks to the global economic outlook remain balanced, but some near-term risks have
gained prominence. Upside risks to inflation arise from persistent services inflation and
renewed trade or geopolitical tensions. High nominal wage growth and weak produc-
tivity may lead to sticky inflation, while escalating trade tensions could increase import
costs. These factors raise the likelihood of prolonged higher interest rates, which could
disrupt capital flows, impede monetary easing, and affect growth and financial stabil-
ity. Election-related policy shifts could worsen debt dynamics and increase protection-
ism, while multilateralism and macrostructural reforms could enhance productivity and

growth globally.
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