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Equity YTD Return
Indices

Dow Jones -1.48%
S&P500 3.40%
NASDAQ 9.45%
MSCI - Europe 7.78%
MSCI - Emerging 0.80%
Bonds Yield

2yr Treasury 4.81%
10yr Treasury 3.92%

10yr Municipal 2.64%
U.S. AAA
Corporate

Commodities Price
Gold $1,833/0z
Silver $21.02/0z

4.56%

Crude Oil (WTI) $76.84/barrel

Currencies Rate
USD/CAD CA$1.38
USD/GBP £0.84
USD/JPY ¥137.28
USD/EUR €0.95

Monthly Summary

Inflation worries persisted in February as
government data revealed stubbornly elevated
prices for food and energy. As a result, the Federal
Reserve’s policy on additional rate increases
continues to bombard the equity and bond
markets. The Fed’s concern is that it might relent
too soon in combating inflation, so it is expected to
continue on its rate increase trajectory until
economic data proves otherwise.

Recent economic terms highlighted in the media
include soft landing and hard landing. A soft
landing indicates a non-recessionary outcome after
the Fed stops raising rates, while a hard landing
denotes a recessionary environment. Many
economists believe that it is too soon to determine
which may occur yet believe that an extended
period of rate hikes likens the possibility of an
eventual hard landing.

Stronger-than-expected employment data along
with surprisingly resilient consumer demand drove
the Federal Reserve to raise short-term rates,

resulting in rates rising this past month. Mortgage and consumer loan rates rose in
February, adversely affecting housing and consumer durables, where interest rates pose

a significant factor.

Many analysts believe that the Fed’s current policy of ongoing rate increases might be
hinged on stale economic data, including employment and consumer data. Economists
view some of these data as lagging indicators, meaning that current economic conditions

are not being properly represented.

Recently released data from the Bureau of Labor Statistics reveals that consumers are
pulling back on cyclical goods such as clothes and electronics while focusing on food and

essential products like toilet paper and tooth

paste. Larger ticket items, which are more
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expensive products such as appliances and autos, are seeing a drop in sales as
consumers redirect funds.

Internationally, the European Union continues to see inflation at 10% alongside a 6.1%
unemployment rate, translating into economic stagnation per the most recent data
releases. As in the U.S., stubbornly high food and energy prices continue to divert
consumers from buying what they want versus buying what they need. The Russian
invasion of Ukraine continues to pose a challenge to global supply chains and inflationary
pressures. Reduced trade with Russia has led numerous countries to replace inexpensive
Russian imports with other pricier sources.

A renewed concentration on consumer incomes and inflation is materializing, as average
income growth continues to fall behind inflation, meaning that consumers are struggling
to maintain regular spending habits without an immediate pay raise. A Federal Reserve
Bank of New York survey showed that households expect income growth to drop,
creating additional uncertainty for consumers as well as creating a detrimental impact on
consumer confidence.

Higher Mortgage Rates Deter Buyers

With interest rates breaching higher levels, mortgages are becoming less affordable for
millions of Americans. As a result, demand for new mortgages continues to reach
decades-long lows, influencing homebuyers to either wait for rates to fall or for home
prices to drop significantly.

Economists believe that a unique dynamic has evolved from the current housing
environment. Existing homeowners with low mortgage rates are hesitant to sell and
move into a higher-rate mortgage, enticing homeowners to stay put. This in effect
minimizes the inventory of homes available for sale and possibly acts as a price buffer
for available homes.

The 30-year fixed mortgage rate reached 6.65% in early March, its highest point since
November of last year. This comes amidst continuously higher mortgage loan rates that
reached as high as 7.08% in October and November of 2022, a 20-year high that the
housing market last saw in 2002.
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30-Year Fixed Conforming Mortgage Rate
7.1% Q1 2022 - Q1 2023
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Loan and Credit Delinquency on the Rise

Following the 2008 financial crisis, consumers began defaulting on loans across the
board. Since then, loan delinquencies have fallen steadily, with some dropping lower
than half of their crisis peaks. However, recent data show that this trend has been
reversing, with loan delinquencies on the rise throughout 2022. Economists closely
follow delinquency rates as an indicator of possible faltering consumer finances.

The two most significant increases in delinquencies have been with credit cards and auto
loans. Auto loans headed into the end of 2021 with 9 consecutive quarterly decreases,
reaching as low as just 4.9%. However, they have since increased steadily up to 6.64%
as of the fourth quarter of 2022. The current delinquency rate is nearly at a 3-year high.
Credit card loans have also reached a 2.5-year high following 2 years of decreases in
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loan delinquencies, with current credit card delinquency rates at 5.87% of outstanding
balances.

Eggs Continue To Get More Expensive

Amidst high food inflation throughout 2022, eggs have emerged as particularly costly
goods at the grocery store in recent months. Egg consumption has been rising in recent
years as compared to other protein sources, yet production has recently fallen due to an
ongoing bird flu epidemic.

This bird, or “avian” flu, has infected 58 million birds, making it the largest outbreak of
the flu in U.S. history. These birds must immediately be slaughtered once infected,
which has caused the price of eggs to spike 60% in the past year alone. As of December
2022, the average price for a dozen of eggs was $4.25, up from just $1.32 in late 2020.
Higher prices might remain for an extended period until the number of hens returns to
its pre-flu norms.
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Rising Car Payments Become Less Affordable for Many

Since the pandemic ushered in a widespread global shortage of semiconductor chips that
are vital to new vehicles, car prices have risen to historic highs. Three years later, the
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supply issue has dissipated somewhat, yet prices for new vehicles remain abnormally
high.

The average monthly loan payments on new cars rose past $700 in 2022, while used
vehicles surpassed $500 on average. Despite years of fairly constant prices, the costs of
new vehicles have skyrocketed following chip shortages and a reinvigorated demand for
cars following the pandemic. While new car prices never surpassed yearly price growth
of over 2% for 9 years, they increased over 10% during 10 consecutive months in 2022.

Used vehicles saw much more dramatic price changes, with prices increasing as high as
45% in late 2021 and throughout 2022. Used car prices have historically fluctuated more
than new car prices, yet 2022 saw historic price jumps. In trend with used vehicles’
volatility, their prices have been falling rapidly in recent months, dropping nearly 12% in
January of 2023 alone. So, while used car prices are still higher than pre-pandemic
levels, their prices have finally begun trending toward normalcy. Albeit, the same cannot
be said for new car prices, which have steadily increased for 30 consecutive months.

— 9% Change In New Car Prices — % Change In Used Car Prices
2005 - 2023

50%

37.5%

25%

12.5%

0%

-12.5%

2005 2008 2011 2014 2017 2020 2023

@ BUILDING BuildingBenjamins.com
A\~

BEN]AMINS (850) 418-6182



Disclaimer and Related Information

This article or video features Benjamin C. Halliburton, CFA or an investment idea(s) that
Mr. Halliburton or Tradition Investment Management, LLC (Tradition) may invest in. Mr.
Halliburton is the founder and owner of Tradition Investment Management, LLC which
has applied to be an RIA (Registered Investment Adviser). Until registration is complete,
Tradition is operating as a private family office. Tradition is paying Building Benjamins
LLC to publish this information and run the website. All material on the website should
be considered paid advertising by Tradition.

This article is a financial publication and is provided for educational purposes only. It is
not an investment recommendation nor investment advice. It does not take into
account your personal circumstance and whether this investment is appropriate for you,
your objectives, or your risk tolerance. Under no circumstance is Building Benjamins LLC
or Tradition Investment Management LLC responsible for any actions that you may take
after reading this educational information. Nothing from Building Benjamins LLC should
be considered personal investment advice. Building Benjamins LLC, the website, emails,
interviews, social media pages, and other materials are published by Building Benjamins
LLC and do not necessarily match the opinions of the individuals or companies published
or quoted herein. Investing, and in particular, stock or ETF investing, is risky and may
result in losses and sometimes loss of your entire investment. Stock investing has
company-specific operational risks like demand, competition, legal and regulatory, as
well as broader financial market risks like liquidity, economic cycle, and government
policy. You may lose money in any stock investment or other investments that you
make, and you are solely responsible for those decisions.

Mr. Halliburton, Tradition Investment Management LLC, and/or the authors on this site
may or may not have positions in the securities discussed in this educational report. The
information herein is shared as an educational endeavor. Mr. Halliburton, Tradition
Investment Management LLC, and/or the authors on this site may transact in the
security discussed at a later date prior to or without notification in this format. This is
not investment advice but only a discussion of select investments.

Building Benjamins is an investment website, blog, or newsletter, and the information
contained cannot be reproduced, copied, or redistributed without the prior written
authorization of Building Benjamins LLC. US copyright laws apply. We rely on
information from sources we believe to be reliable, including the companies themselves
but cannot guarantee the accuracy of the information that we provide. You rely on this
information at your own risk and are responsible for the verification of the data.
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