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Economic & Market Commentary
Stocks and bonds finished mixed last week as investors tried to maneuver through a litany of economic and political dynamics. The "higher
for longer" rate theme is being put to the test as the bond market is signaling the Fed is done raising rates while the Fed is indicating they
are in wait and see mode and will adjust accordingly to incoming data. At an IMF conference last week, Fed Chair Powell said inflation has
given policymakers a few "head fakes," and that the Fed will not hesitate to tighten further if it becomes apparent that more tightening is
required. However, Powell added the Fed will continue to move carefully in order to address both the risk of being misled by a few good
months of data and the risk of overtightening. Higher rates continue to put pressure on consumer and business demand. The latest
addition of the Fed's quarterly Senior Loan Officer Opinion Survey (SLOOS) observed tighter standards for commercial and industrial (C&I)
loans of all loan sizes during Q3, with lenders citing a more uncertain outlook, reduced risk tolerance, and less aggressive competition. C&I
demand was also weaker, with respondents noting a decrease in inquiries from potential borrowers. Banks noted tighter standards and
lower demand for both commercial and residential real estate loans. Consumer auto and credit card loan standards also saw additional
credit tightening as delinquencies are moving higher. Speaking of consumer credit, the Federal Reserve Bank of New York released their
quarterly report on household debt for the 3rd quarter which showed Americans now owe a record $1.08 trillion in credit card debt.
Consistent with the SLOOS report, the household debt report noted that delinquency rates rose across the board especially among
millennials. On the political front, a funding showdown looms this week as Congress has five days to avoid a government shutdown this
weekend. After the close Friday, Moody’s credit rating agency downgraded its rating outlook on U.S. debt from stable to negative citing
expected increasing deficits, higher funding and debt service costs and continued dysfunctional government.
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