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Preview of the Week Ahead

The CPI and PPI reports will likely show inflation moved sideways in June despite the month’s lower
prices of gasoline, diesel, and used cars. Inflation slowed sharply in the second half of 2023, so unless
inflation slows even more dramatically in the next few months, the headline year-over-over measure of
prices is likely to hold little changed. Shelter costs are an exception, and likely rose at a slower year-
over-year pace in June than in May.

The fiscal deficit likely narrowed in June, in part reflecting typical seasonality of revenues and outlays.
Wholesale sales likely dipped in May as lower petroleum prices weighed on revenues. Consumer
sentiment likely improved in the July preliminary survey as consumers became a little less downbeat
about the effect of inflation on their household finances.

The Week in Review

Job openings rose to 8.140 million in May from a downwardly-revised 7.919 million vacancies in April,
with government job openings accounting for four-fifths of the net increase. The number of quits, at 3.5
million, and the quits rate of 2.2% held steady for the seventh consecutive month. The quits rate is below
the February 2020 level of 2.3%. With fewer unfilled job openings, employees see fewer opportunities to
improve their prospects in a new job.

The Institute of Supply Management’s surveys of services and manufacturing unexpectedly fell in May
and were notably weaker than consensus forecasts. The ISM Services PMI fell 5.0 percentage points to
48.8. Key details of the report are troubling: There were sharp declines in production and new orders;
and employment contracted at a faster pace. The ISM Manufacturing PMI eased by 0.2 percentage
points to 48.5. All five constituent components of the index—production, new orders, employment,
supplier deliveries, and inventories—were in contractionary territory last month. On a positive note, input
prices in the manufacturing and services sectors rose at a slower pace.

The trade deficit in goods and services widened to $75.1 billion in May from $74.5 billion in April, as
exports fell at a faster pace than imports. The real deficit in goods widened to around 9% in the first two
months of the second quarter compared to the first. Net exports is likely to weigh on real GDP in the
second quarter.

The U.S. economy added 206,000 nonfarm payroll jobs in June, but job growth in April and May was
revised down a large 111,000. After revisions, job growth over the last year averaged a cool 150,000,
considerably slower than the 230,000 12-month average in the May jobs report. The unemployment rate
rose to 4.1% in June from 4.0% in May and was the highest since November 2021. Average hourly
earnings growth slowed to 3.9% from 4.1% and was the least since June 2021, though likely still faster
than June’s increase in the CPI.
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Economic Indicator Prior Consensus Comerica
Release Forecast Forecast
Mon NY Fed 1-Yr Ahead Inflation Expectations (Jun) 3.2% - 3.1%
718 Consumer Credit (May) $6.4 billion $11.0 billion $4.4 billion
Tue NFIB Small Business Optimism (Jun) 90.5 89.0 89.0
7/9
Wed Wholesale T les (M 1% M/M 1% M/M
7/10 olesale Trade Sales (May) 0.1% M/ - -0.1% M/
Consumer Price Index (CPI, Jun) 0.0% M/M 0.1% M/M 0.1% M/M
3.3% Y/Y 3.1%YIY 3.1%Y/Y
CPI Excluding Food and Energy (Jun) 0.2% M/M 0.2% M/M 0.2% M/M
3.4%Y/Y 3.4%YIY 3.4%YIY
Thu
7/11 Federal Budget Balance (Jun) -$347.1 billion - -$220.0 billion
Initial Jobless Claims (Week of 7/06) 238,000 - 240,000
Continuing Jobless Claims (Week of 6/29) 1,858,000 -- 1,865,000
Producer Price Index — Final Demand (PPI) (Jun) -0.2% M/M 0.1% M/M 0.0% M/M
2.2% YIY - 2.2%YIY
Core PPI Excluding Food and Energy (Jun) 0.0% M/M 0.1% M/M 0.0% M/M
2.3% Y/IY - 2.3%YIY
Fri
7/12 Michigan Consumer Sentiment (Jul — Preliminary) 68.2 67.0 70.0
Michigan 1-Yr Ahead Inflation Expectations (Jul — 3.0% - 2.8%
Preliminary)
Michigan 5-10-Yr Ahead Inflation Expectations (Jul — 3.0% -- 2.9%

Preliminary)
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