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FEATURED ECONOMIC INDICATOR
Inflation Below Fed'’s Target

Inflation remains below the Fed’s target and a change in the Federal Open Market
Committee’s October statement shows that the committee is watching this risk
closely. New language in the statement said inflation will likely be held down in
the near term by “energy prices and other factors.” The graph below shows inflation
excluding the more volatile food and energy prices compared to monthly changes
in the price of crude oil. Even though energy is excluded from the Fed’s preferred
inflation measure, energy’s importance to the economy causes it to impact other
prices. The reference to “other factors” affecting inflation likely refers to deflationary
concerns in Europe and Japan.

Source: Bloomberg, www.federalreserve.gov

Month-Over-Month Percent Change

030 10
0.25 —\ L5
020 ﬁ%% 0
0.15 —

010 | —— S~ A s

0.05 \ / \ - -10
N

0.00 T T T T T T T T T -15

Jun 30
Jul 31

Jan 31
Feb 28
Mar 31
Apr 30
May 31
Aug 31
Sep 30
Oct 31

== CP| Ex. Food & Energy (left) Crude Oil (right)
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RECENT NEWS
What Is The Fed To Do?

The Federal Open Market Committee (FOMC) found itself caught between
competing interests as it formally ended Quantitative Easing at its October meeting.
The statement from the FOMC following their meeting acknowledged improving
employment by stating, “underutilization of labor resources is gradually diminishing.”
Meanwhile, inflation, which represents the second half of the Fed's dual mandate,
has been low. Notably, though, the Fed continued to indicate that it does not see a
risk of inflation running persistently low. Together, the language about employment
and inflation has been viewed by the market as more hawkish than expected.
Tempering this was the Fed'’s decision to maintain its stance that it does not expect
to increase rates for a “considerable time.” Other language in the statement provides
the Fed considerable flexibility to tighten policy sooner or later than anticipated
depending on progress towards the Fed’s employment and inflation objectives.
Source: www.federalreserve.gov
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U.S. Economic Indicators

Event Prior /
Event Date Period | Survey | Actual | Revised (R)

Durable Goods Orders

Ex. Transportation 10/28/14 SEP 0.5% -0.2% 0.7% (R)
(MoM)

S&P Case-Shiller . A= A
Composite-20 (MoM) 10/28/14 AUG 0.20% 0.15% 0.50%
Consumer

Confidence 10/28/14 OoCT 87.0 94.5 89.0 (R)
GDP Annualized 0 0 0
(QoQ) 10/30/14 3QA 3.0% 3.5% 4.6%
Personal Income 10/31/14 SEP 0.3% 0.2% 0.3%
Personal Spending 10/31/14 SEP 0.1% -0.2% 0.5%
Initial Jobless Claims ~ 11/06/14  NOV 1 285.0 - 287.0
ChangeinNonfarm /57,14 ocT 2340 . 248.0
Payrolls

Unemployment Rate  11/07/14 oCT 5.9% - 5.9%

Source: Bloomberg Finance L.P, 11/3/14
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This document was prepared by Prudent Man Advisors, Inc. for clients of the firm and its affiliated PMA entities, as defined below. It is being provided for informational and/or educational
purposes only without regard to any particular user’s investment objectives, financial situation or means. The content of this document is not to be construed as a recommendation, solicitation
or offer to buy or sell any security, financial product or instrument, or to participate in any particular trading strategy in any jurisdiction in which such an offer or solicitation, or trading strategy
would beillegal. Nor does it constitute any legal, tax, accounting or investment advice of services regarding the suitability or profitability of any security or investment. Although the information
contained in this document has been obtained from third-party sources believed to be reliable, PMA cannot guarantee the accuracy or completeness of such information. It is understood that
EMQ is not responsible for any errors or omissions in the content in this document and the information is being provided to you on an “as is” basis without warranties or representations of any
ind.

Securities, public finance services and institutional brokerage services are offered through PMA Securities, Inc. PMA Securities, Inc. is a broker-dealer and municipal advisor registered with the
SEC and MSRB, and is a member of FINRA and SIPC. Prudent Man Advisors, Inc., an SEC registered investment adviser, provides investment advisory services to local government investment
pools and separate accounts. All other products and services are provided by PMA Financial Network, Inc. PMA Financial Network, Inc., PMA Securities, Inc. and Prudent Man Advisors (collectively
“PMA") are under common ownership.

Securities and public finance services offered through PMA Securities, Inc. are available in CA, CO, FL, GA, IL, IN, 1A, KS, MI, MN, MO, NE, OH, OK, PA, SD, TX and WI. This document is not an offer
of services available in any state other than those listed above, has been prepared for informational and educational purposes and does not constitute a solicitation to purchase or sell securities,
which may be done only after client suitability is reviewed and determined. All investments mentioned herein may have varying levels of risk, and may not be suitable for every investor. PMA
and its employees do not offer tax or legal advice. Individuals and organizations should consult with their own tax and/or legal advisors before making any tax or legal related investment
decisions. Additional information is available upon request.
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