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Preview of the Week Ahead

Consumer price inflation was likely unchanged in year-over-year terms in July, holding near the bottom
of its range since mid-2021. Core CPI likely edged lower in year-over-year terms. Cooling inflation of
shelter costs is helping to bring down core inflation. Inflation of core services excluding energy and
housing was likely little changed.

Retail sales likely bounced back in July after a soft June, supported by higher auto sales and slightly
higher gas prices. Core retail sales excluding these and a few other volatile categories likely also grew
moderately. Industrial production likely fell in July as seasonally-adjusted utilities demand softened;
temperatures were closer to historical averages in July than June. Mining output likely declined.

Building permits and housing starts likely edged lower in July. But if the big drop of long-term interest
rates since the end of July holds (The national average mortgage rate pulled back to the lowest since
May 2023 last week), housing activity should pick up into the close of the year. Homebuilder sentiment
likely improved in the August release as lower mortgage rates brightened the outlook.

The Week in Review

The ISM Services PMI rebounded into expansionary territory in July, easing fears that the economy could
be entering a recession. The PMI rose to 51.4 from 48.8 and was above the 51.0 consensus estimate.
Key subindices, such as business activity, new orders, and employment, rose by around five percentage
points and were all in expansionary territory, indicating the services sector was on solid footing last
month.

The trade deficit narrowed to $73.1 billion in June from a slightly upwardly-revised $75.0 billion deficit
the prior month. The improvement in the trade balance was due to a solid increase in exports, up 1.5%,
which sharply outpaced the 0.6% increase in imports. Despite the improvement in June, the inflation-
adjusted deficit in goods exports widened notably by 6.4% in the second quarter. Trade is likely to be a
drag on growth in the upcoming revisions to second quarter GDP estimates.

Consumer credit increased by $8.9 billion in June, below May’s $13.9 billion increase and also lower
than the $10.0 billion consensus expectation. The increase in consumer credit was primarily due to a
$10.6 billion jJump in nonrevolving credit, potentially student loans. Auto loans, the other key constituent
component of nonrevolving loans, probably fell in June due to large disruptions caused to auto dealers
by the CDK hack. Revolving credit, mostly credit card loans, fell by $1.7 billion in June. Revolving credit
growth has been slowing in the past two years, which is unsurprising as financial institutions have
tightened lending standards to households.
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Economic Indicator Prior Consensus Comerica
Release Forecast Forecast
Mon NY Fed 1-Yr Ahead Consumer Inflation Expectation 3.0% - 2.9%
8/12 Survey (Jul)
Federal Budget Balance (Jul) -$66.0 billion - -$206.0 billion
NFIB Small Business Optimism (Jul) 91.5 91.7 91.5
Producer Price Index — Final Demand (PPI) (Jul) 0.2% M/M 0.2% M/M 0.2% M/M
Tue 2.6% Y/Y - 2.3% Y/IY
8/13
Core PPI Excluding Food and Energy (Jul) 0.4% M/M 0.2% M/M 0.2% M/M
3.0%Y/Y - 2.6%YIY
Consumer Price Index (CPI) (Jul) -0.19%M/M 0.2% M/M 0.2% M/M
Wed 3.0% Y/Y 3.0% Y/Y 3.0% Y/Y
8/14 CPI Excluding Food and Energy (Jul) 0.1% M/M 0.2% M/M 0.2% M/M
3.3%Y/IY 3.2%YIY 3.2%YIY
Retail Sales (Jul) 0.0%M/M 0.3% M/M 0.4% M/M
Core Retail Sales Excluding Autos and Gas (Jul) 0.8% M/M 0.2% M/M 0.4% M/M
Industrial Production (Jul) 0.6% M/M -0.1% M/M -0.3% M/M
Thu
8/15 Capacity Utilization (Jul) 78.8% 78.7% 78.5%
NAHB Housing Market Index (Aug) 42.0 42.0 46.0
Initial Jobless Claims (Week of 8/10) 233,000 236,000 242,000
Continuing Jobless Claims (Week of 8/3) 1,875,000 - 1,872,000
Building Permits (Jul, Seasonally-Adjusted Annual 1.446million 1.433 million 1.430 million
Rate / SAAR) 3.9% M/M -0.9% M/M -1.1% M/M
Fri Housing Starts (Jul, SAAR) 1.353 million | 1.350 million | 1.340 million
8/16 3.0% M/M -0.2% M/M -1.0% M/M
University of Michigan Consumer Sentiment (Aug - 66.4 67.2 68.0
Preliminary)
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Michigan 1-Yr Ahead Inflation Expectations (Aug -
Preliminary)

Michigan 5-10-Yr Ahead Inflation Expectations (Aug -
Preliminary)
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