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Preview of the Week Ahead

In a week with few economic data releases, financial markets’ attention will likely focus on the minutes of
the July 31t FOMC meeting. Following last week’s tame inflation prints, markets are pricing in a meaningful
possibility of a half percentage point rate cut at the next meeting in September. However, a quarter
percentage point cut seems more likely, since monetary policymakers are still concerned about the
momentum that built up in inflation in recent years, consumer spending is solid, and the unemployment
rate is only slightly above the level where Fed policymakers expect it to average over the longer run.

New and existing home sales likely rebounded in July after depressed readings in June. Mortgage rates
averaged nearly a quarter percentage point lower in July than June, and fell further in August, which should
help home sales in the rest of 2024. The preliminary estimates of PMI reports for August will likely show
continued growth of service-providing industries, and a rebound of manufacturing.

The Week in Review

Markets focused on key inflation and retail data last week. Overall, inflation was in line with expectations.
The Consumer Price Index (CPI) rose by 0.2% in July, as did the core CPI excluding food and energy, and
both indexes registered their smallest year-over-year increases since the spring of 2021. Food prices rose
modestly by 0.2% in July and energy prices were flat. Prices of several key consumer goods, such as new
and used vehicles and apparel, declined outright. Discounting by large retailers is contributing to lower
goods prices. Shelter costs rose 0.4%, a major negative, with both constituent components—rent and
owners’ equivalent rent of residences—up sharply. The FOMC will be delighted to see a third consecutive
flat reading of service prices excluding shelter, which include some of the stickiest components of inflation.

The Producer Price Index (PPI) for Final Demand rose by 0.1% in July and was up 2.2% from a year earlier.
Core PPI, which excludes the volatile food, energy, and trade services components, increased by 0.3% last
month and was 3.3% higher from a year ago. The benign increase in overall PPl masks a notable divergence
between final demand goods and services. Higher prices of gasoline and diesel propelled goods prices
higher, while trade services, which measure wholesaler and retailer margins, led services prices lower. The
PPl components that are most closely correlated with the PCE price index ran cool in July, suggesting the
PCE inflation report to be released at month end will report moderating price pressures by the Fed’s
preferred measure of inflation.

Sales at retail, food services and drinking establishments soared by 1.0% in July from a downwardly revised
0.2% decline in June and were led by a 3.6% jump in purchases of motor vehicles and parts as the CDK
hack’s drag on car dealer sales ended. Control retail sales, which leave out motor vehicle dealers, gas
stations, and a couple of other volatile categories, and which go into the calculation of nominal GDP, rose
a good 0.3% after a 0.9% jump in June. However, industrial production fell a large 0.6% in July, with
manufacturing down 0.3%, mining flat, and utilities down 3.7%. Hurricane Beryl weighed on industrial
production during July, so much of the report’s weakness will likely be made up in August.
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Economic Indicator
Release Forecast Forecast
Mon No market-moving economic releases -- -- --
19-Aug
Tue

20-Aug No market-moving economic releases -- -- --

Wed FOMC Meeting Minutes -- -- --

21-Aug

Chicago Fed National Activity Index (Jul) 0.05 -- 0.03

S&P Global Manufacturing PMI (Aug Preliminary) 49.6 -- 50.2

S&P Global Services PMI (Aug Preliminary) 55.0 -- 54.0

Thu
22-Aug Existing Home Sales (Jul) 3.89 million | 3.90 million | 3.90 million
5.4%M/M | 0.3% M/M | 0.4% M/M
Initial Jobless Claims (Week of 8/17) - - -
Continuing Jobless Claims (Week of 8/10) -- -- --

Fri New Home Sales (Jul) 617,000 634,000 631,000
23-Aug -0.6%M/M | 2.8% M/M | 2.2% M/M
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