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Consumer Spending Slows, but not Enough to Alter Fed Path

This morning’s September retail sales report indicates that consumer spending

may be slowing down. The headline reading for retail and food service sales was
unchanged in September, slightly weaker-than-expected following a +0.4% reading
in August. Seven of 13 categories showed declining sales last month, including
auto dealers (-0.6%) and building materials stores (-0.4%). Sales at electronics stores
(-0.8%) and gas stations (-1.4%) were also down, although much of the decline for
these two can be attributed to falling prices. Overall sales are still +8.6% higher than
a year earlier, but since this report isn't adjusted for inflation, sales are essentially flat
on an annual basis.
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The retail sales control group (which excludes autos, building materials, gasoline
station receipts and food services) rose +0.4% in September, just above the +0.3%
median forecast. Control group data feeds into the GDP calculation, so this better-
than-expected number will boost the third quarter growth a bit.

In other economic news this morning, the U.S. import price index declined by -1.2%
in the month of September, a bit cooler than the -1.1% median forecast, and the
third consecutive negative monthly reading. The strength of the U.S. dollar continues
to weigh down prices of imported goods. On a year-over-year basis, the index is still
up +6.0%, but this is now less than half of the +12.5% peak in March.
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Overall sales are still +8.6% higher
than a year earlier, but since this
report isn't adjusted for inflation,
sales are essentially flat on an
annual basis.

The strength of the U.S. dollar
continues to weigh down prices of
imported goods.
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The financial markets are anxious to see results from Fed policy, in both weakening
demand and lower prices. This morning’s data releases (at least on the surface) indicated
a little of both. At this point, the Fed won't pivot from a determined fourth straight 75 bp

hike in November, but the case for less aggressive future hikes may have improved. The financial markets are anxious
to see results from Fed policy, in
Both stocks and bonds initially responded to the morning’s data with a nice rally, but as both Wﬁgkenmg d@?ﬂd 0”7/OW€f
the stronger underlying details of the report chipped away at the optics of the weaker prices. Ihis mornings data releases
X ) (at least on the surface) indicated a
headline, the rally has given way to another market sell-off. little of both.

Market Indications as of 9:40 A.M. Central Time

DOW Down -94 to 29,944 (HIGH: 36,800)
NASDAQ Down -140to 10,510 (HIGH: 16,057)

S&P 500 Down -48 to 3,622 (HIGH: 4,797)

1-Yr T-bill current yield 4.45%; opening yield 4.35%
2-YrT-note current yield 4.47%; opening yield 4.49%
3-YrT-note current yield 4.46%; opening yield 4.46%
5-YrT-note current yield 4.22%; opening yield 4.23%

10-Yr T-note current yield 3.98%; opening yield 3.96%
30-Yr T-bond current yield 3.96%; opening yield 3.93%

The paper/commentary was prepared by Hilltop Securities Asset Management (HSAM). It is intended for informational purposes only and

does not constitute legal or investment advice, nor is it an offer or a solicitation of an offer to buy or sell any investment or other specific

product. Information provided in this paper was obtained from sources that are believed to be reliable; however, it is not guaranteed to be
correct, complete, or current, and is not intended to imply or establish standards of care applicable to any attorney or advisor in any particular
circumstances. The statements within constitute the views of HTS and/or HSAM as of the date of the document and may differ from the views of
other divisions/departments of affiliates Hilltop Securities Inc. In addition, the views are subject to change without notice. This paper represents
historical information only and is not an indication of future performance. Sources available upon request.

Hilltop Securities Asset Management is an SEC-registered investment advisor. Hilltop Securities Inc. is a registered broker-dealer, registered

investment adviser and municipal advisor firm that does not provide tax or legal advice. HTS and HSAM are wholly owned subsidiaries of Hilltop
Holdings, Inc. (NYSE: HTH) located at 717 N. Harwood St,, Suite 3400, Dallas, Texas 75201, (214) 859-1800, 833-4HILLTOP

©2022 Hilltop Securities Inc. | All rights reserved | MEMBER: NYSE/FINRA/SIPC Pa ge 2



