Weekly Market Update
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Industrial Production
August: 0.4% vs. July: 0.8%

Rose 0.4% in August, slightly below expectations of a
0.5% increase. The Fed is citing Hurricane Ida as a
negative factor that held down production by 0.3%,
resulting in mining falling 0.6% and utilities output
rising 3.3%. Nonetheless, overall manufacturing
output rose 0.2%.

Capacity Utilization
August: 76.4% vs. July: 76.1%

Increased 0.2 percentage point to 76.4% in August,
meeting expectations. Capacity utilization is currently
3.2 percentage points below its long-run (1972-2020)
average.

Source: Federal Reserve
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Retail Sales
August: 0.7% vs. July: -1.8%

Retail sales increased 0.7% in August, compared to a
1.8% decrease in the previous month. As a result, the
year-over-year growth increased to 15.1% in August.

Total sales for the June 2021 through August 2021
period were up 16.3% from the same period a year
ago.

Core Retail Sales
August: 1.8% vs. July: -0.4%

Excluding autos, retail sales rose 1.8% in August.
Year-over-year, retail sales excluding autos increased
16.2%.

Source: U.S. Census Bureau
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Initial Jobless Claims

September 11: 332K vs. September 4: 310K

4000

Increased by 20K to 332K in the week ending
September 11. The previous week was upwardly
revised by 2K from 310K to 312K. As a result, the 4- 2000
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week moving average decreased by 4.25K to 335.75K ———Tnitial Claims
from the previous week’s revised level of 340K. This is 1000 o
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September 4, the lowest level for insured
unemployment since March 14, 2020. The prior week's
level was upwardly revised by 69K to 2,852K. As a 11,000
result of this week’s reading, the 4-week moving

average decreased by 50K to 2,807.5K. The insured
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CPI Growth Slows

The Consumer Price Index (CPI) increased
0.3% in August, following July’s 0.5%
increase. Headline CPI is up 5.3% from one
year ago.

Within the index, new vehicles saw the largest
month-over-month increases, rising 1.2% in
August. Airline fares saw the largest decrease
of -9.1% from July.

Excluding food and energy, the core index
increased 0.1% month-over-month, its
smallest increase since February 2021, and
remains 4.0% higher than one year ago.

Source: Bureau of Labor Statistics
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Wage Growth and
Inflation Slows in

Inflation vs. Wage Growth
Year-Over-Year Percentage Change
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Wage growth in August was 4.3%, up from the o
4.0% annual increase in July. '
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Inflation Remains
Well Above Fed Target

Inflation Rate Measures vs. Fed Target of 2.0%
Year-over-Year Percentage Change

Inflation measures sharply increased Y | VSRRSO )
year-over-year. Currently, all the
measures are well above the Fed’s target

inflation of 2.0%. 3
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CPI fell to 5.3% in August from 5.4% in o
July while the PCE index increased 0.2% 4
to 4.2% in July. Core CPI fell in August to
4.0% from 4.3% in July. 2
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Goods and Services
Fall

Services account for two-thirds of core
inflation while goods account for the
remaining one-third of the index.

The annual percentage change of core
services fell from 2.83% in July to 2.73%
in August.

The annual percentage change for goods
also fell from 8.4% to 7.6%.

Source: Bureau of Labor Statistics
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New Car Prices
Continue to Rise,
Used Cars Prices Ease

The index for new vehicles rose 1.2% in
August after rising 1.7% in July. This is
the seventh consecutive month of
increase in the index.

The index for new vehicles is up 7.6%
from one year ago, its largest 12-month
increase since June 1981.

Although short supplies of new vehicles
are keeping prices elevated, used car
and truck prices are easing, falling 1.5%
in August, ending a series of five
consecutive monthly increases.

Source: Bureau of Labor Statistics
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Federal Reserve Beige Book

The Federal Reserve released its Beige Book reporting on activity that occurred from early July through

August. Across the districts, economic growth slowed to a more moderate pace during the reporting period.

Since the last Beige Book:

Demand for dining out, travel, and tourism declined as the COVID-19 Delta variant becomes more
prevalent and international travel restrictions weigh on consumers.

While economic activity slowed in many sectors as a result of labor shortages and supply chain
constraints, the manufacturing, transportation, nonfinancial services, and residential real estate sectors
continued to maintain strong economic growth.

Loan volume trends were mixed as some Districts reported modest declines while others experienced
strong increases. Both residential and non-residential construction rose modestly.

Employment growth improved during the reporting period but to varying degrees across Districts. Labor
constraints continue as increased turnover, early retirement, childcare needs, challenges negotiating job
offers persist.

Prices rose moderately to robustly across Districts. Input costs rose across the board but more robust
price increases occurred in the metal prices and the transportation and construction sectors. Businesses
expect to raise their selling prices in the short term as some companies are finding it easier to pass price
increases to their customers.

Source: Federal Reserve Board of Governors
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Federal Reserve Beige Book

Chicago District: Minneapolis District:
« Economic activity increased moderately in July « Economic activity moderately improved since
and early August, despite continued supply the last report.

constraints and increases in COVID-19 cases. ]
« Employment saw strong growth while consumer

« The strong employment growth over the demand remained strong driven by increases in
reporting period is expected to continue over services, tourism, and manufacturing.
the next 12 months. Wages and benefit costs
also increased during the reporting period.

- Prices showed robust increases for both St. Louis District:

pro(cjjucers and consumersﬁ Contacts ?xpect a o - Economic activity rose moderately, however, the
moderate increase over the next twelve months. potential impact of the COVID-19 Delta variant

. Consumer spending fell slightly, but remains is raising concerns across all industries.

elevated. Leisure and hospitality spending - Inflation pressures and labor and material
declined as the COVID-19 Delta variant weighs shortages continue to weigh on business
on the minds of consumers. activity

Source: Federal Reserve Board of Governors
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This and That

The U.S. Census Bureau released the Income and Poverty in the United States report for
2020. Median household income fell 2.9% year-over-year to $67,521 in 2020, the first
statistically significant decline since 2011.

The U.S. poverty rate rose one percentage point to 11.4%, rising for the first time and
breaking the consecutive annual declines in the previous five years.

However, the Supplemental Poverty Measure (SPM), which takes government aid into
account, declined year-over-year. The SPM fell 2.6 percentage points to 9.1% in 2020.

The report attributed stimulus payments and unemployment insurance benefits from
preventing 11.7 million and 5.5 million people, respectively, from falling into poverty.

Source: U.S. Census Bureau
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Economic Data
Release Calendar

The week ends with economic data
published on Consumer Sentiment.

Next week, economic data will be
released on released on several housing
market indices.

All eyes will be focused on Wednesday'’s
FOMC Announcement.

September 2021

Monday Tuesday Wednesday Thursday Friday
30 31 1 2 3
Dallas Fed Outlook FHFA House Price Index MBA Mortgage Applications |Jobless Claims Employment
Pending Home Sales S&P Case-Schiller HPI ADP Employment Report Factory Orders ISM Services
Chicago PMI ISM Manufacturing
Consumer Confidence
6 Labor Day 7 8 9 10
Federal Holiday MBA Mortgage Applications |Jobless Claims Producer Price Index
FHLBC Closed JOLTS Wholesale Inventories
Consumer Creidt
Beige Book
13 14 15 16 17
Small Business Optimism MBA Mortgage Applications |Jobless Claims Consumer Sentiment
Consumer Price Index Import and Export Prices Philadelphia Fed Outlook
Industrial Production Business Inventories
20 21 22 23 24
U.S. Housing Market Index |Housing Starts MBA Mortgage Applications |Jobless Claims New Home Sales
Existing Home Sales Chicago Fed Outlook
FOMC Announcement Kansas City Fed Outlook
27 28 29 30 Notes:
Dallas Fed Outlook S&P Case-Shiller HPI MBA Mortgage Applications |Jobless Claims
Durable Goods FHFA House Price Index Pending Home Sales GDP
Consumer Confidence Chicago PMI
Richmond Fed Outlook
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Questions?

Contact jhotchkissjr@fhlbc.com with any questions or reach
out to your Sales Director
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DISCLAIMER

Certain information included in this presentation speaks
only as of a particular date or dates included in this
presentation. The information in the presentation may
have become out of date. The Federal Home Loan Bank
of Chicago (FHLBC) does not undertake an obligation,
and disclaims any duty, to update any of the
information in this presentation. "Mortgage Partnership
Finance®”, “"MPF®”, “MPF Xtra®”, “Downpayment Plus®”,
“DPP®”, “"Downpayment Plus Advantage®”, “DPP
Advantage®”, and “Community First®” are registered
trademarks of the Federal Home Loan Bank of Chicago .
The “MPF Mortgage Partnership Finance” logo is a
trademark of the Federal Home Loan Bank of Chicago.

The data, scenarios and valuations provided to you in
this presentation are for information purposes only and
are provided as an accommodation and without charge
and are not intended for further distribution. The data,
scenarios and valuations are estimates only and may
not represent the actual or indicative terms at which
new (or economically equivalent) transactions could be
entered into or the actual or indicative terms at which
existing (or economically equivalent) transactions could
be prepaid, terminated, liquidated, assigned or
unwound. The scenarios and valuations were derived
using proprietary pricing models and estimates and
assumptions about relevant future market conditions
and other matters, all of which are subject to change
without notice. The scenarios and valuations were
prepared without specific information about your
institution’s balance sheet composition, hedging

strategies or financial assumptions and plans, any of
which may affect the relevance of these valuations to
your own analysis.

The Federal Home Loan Bank of Chicago makes no
representations or warranties about the accuracy or
suitability of any information in this presentation, and
no representation of non-infringement. This
presentation is not intended to constitute legal,
accounting, investment or financial advice or the
rendering of legal, accounting, consulting, or other
professional services of any kind. You should consult
with your accountants, counsel, financial
representatives, consultants and/or other advisors
regarding the extent these scenarios and valuations
may be useful to you and with respect to any legal, tax,
business and/or financial matters or questions. This
presentation may contain forward-looking statements
which are based upon the FHLBC’s current expectations
and speak only as of the date hereof. These forward-
looking statements involve risks and uncertainties
including, but not limited to, the risk factors set forth in
the FHLBC's periodic filings with the Securities and
Exchange Commission, which are available on its
website at www.fhlbc.com.
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