: . P S
Comerica Economic Weekly ComericA Bank.

= Bill Adams = Waran Bhahirethan June 24, 2024

Preview of the Week Ahead

Home prices likely rose faster in monthly terms in April, but decelerated in year-over-year terms as high
interest rates weighed on homebuyers’ purchasing power. New home sales and pending home sales
likely were weak in May as well, also due to headwinds from high mortgage rates.

The Fed’s preferred measure of inflation, the personal consumption expenditures (PCE) price index,
likely dipped slightly in May, largely reflecting a pullback in gasoline prices during the month. In annual
terms, PCE inflation likely slowed to the least since inflation began skyrocketing in early 2021. Personal
consumption expenditures likely rose modestly in May, while incomes rose more rapidly. The personal
saving rate likely rose from April, when it was only about a quarter percentage point above 2022’s
depressed level.

The Week in Review

Recent economic releases point to slow growth in the second quarter. Sales at retail stores and food and
drinking establishments rose by a paltry 0.1% in May. April’s sales were revised down to a 0.2% decline
from no change in the prior estimate. Core retail sales, which excludes auto dealers and gas stations,
building material and supply stores, and a few other volatile categories, and which is used to compute
nominal GDP, rose 0.4% in May after a downwardly-revised 0.5% drop in April. A humber of major
retailers announced price cuts in recent weeks in reaction to flagging sales, which should put downward
pressure on goods inflation in the coming months.

Housing construction and sales remain depressed. Building permits fell by 3.8% in May to an annualized
rate of 1.386 million and were down 9.5% from a year earlier. Permits for multifamily projects with five
or more units plunged 6.1% on the month and 31.4% on the year. Housing starts fell by 5.5% to an
annualized rate of 1.277 million units in May and were down 19.3% from a year earlier. Multifamily was
notably weak, down 10.3% on the month and plunging 51.7% on the year. The National Association of
Home Builders (NAHB) / Wells Fargo Housing Market Index, a measure of homebuilder sentiment,
slipped by 2 points to 43 in June, the lowest since December 2023. All three constituent components of
the index fell. The NAHB attributed low homebuilder sentiment to high mortgage rates, elevated
construction financing costs, chronic labor shortages, and scarcity of buildable lots.

Existing home sales, which account for most homes sold in the U.S., fell 0.7% in May to an annualized
rate of 4.11 million and were down 2.8% from a year earlier. The median sale price rose by 5.8% to a
record $419,300. On a positive note, inventories rose by 6.7% to 1.280 million units and were up 19%
from a year earlier, representing 3.7 months of supply at the current sales rate. Industrial production
rose by 0.9% in May on the back of strong gains in manufacturing and utilities production. Mining output
also rose. The increase in manufacturing was broad-based, with durable and nondurable manufacturing
output up sharply. The strong increase in electricity demand is due to the sweltering heat waves affecting
large swathes of the country and rising demand from technology industries.
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Economic Indicator Prior Consensus | Comerica
Release Forecast Forecast
Mon Dallas Fed Manufacturing Index (Jun) 19.4 15.8 15.0
6/24 allas Fed Manufacturing Index (Jun -19. -15. -15.
Chicago Fed National Activity Index (May) -0.23 -- -0.30
FHFA Purchase-Only House Price Index (Apr) 0.1% M/M 0.5% M/M 0.6% M/M
6.7% YIY - 6.6% Y/Y
Tue
6/25 S&P Corelogic Case-Shiller 20-City Home Price Index (Apr) 0.3% M/M 0.3% M/M 0.6% M/M
7.4%YIY 7.0% Y/IY 7.3% M/M
Conference Board Consumer Confidence Index® (Jun) 102.0 100.0 99.0
Wed
6/26 New Home Sales (May) 634,000 649,000 625,000
-4.7% M/M 2.3% M/M -1.4% M/M
Durable Goods Orders (May) 0.6% M/M 0.0% M/M 0.0% M/M
Core Durable Goods Orders (May) 0.4% M/M 0.2% M/M 0.1% M/M
Real GDP (1%t Quarter “Third” Estimate, Seasonally-Adjusted 1.3% 1.4% 1.3%
Annualized Rate / SAAR)
ThU . t « s oan . o, o, O,
6/27 GDP Price Index (1% Quarter “Third” Estimate, SAAR) 3.0% 3.0% 3.0%
Advance Goods Trade Balance (May) -$99.4 billion | -$96.0 billion | -$94.0 billion
Pending Home Sales (May) -7.7% M/M 1.0% M/M 3.7% M/M
Initial Jobless Claims (Week of 6/22) 238,000 238,000 242,000
Continuing Jobless Claims (Week of 6/15) 1,828,000 - 1,814,000
Personal Income (May) 0.3% M/M 0.4% M/M 0.5% M/M
6|;2rl8 Personal Consumption Expenditures (“PCE”, May) 0.2% M/M 0.3% M/M 0.2% M/M
PCE Price Index (May) 0.3% M/M 0.0% M/M -0.1% M/M
2.7%YIY 2.6% M/M 2.4%Y/Y
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PCE Price Index Less Food & Energy (May) 0.2% M/M 0.1% M/M 0.1% M/M
2.8% Y/Y 2.6% Y/IY 2.6% YIY
Michigan Consumer Sentiment (Jun — Final) 65.6 66.0 67.3
Michigan 1-Yr Ahead Consumer Inflation Expectations (Jun — 3.3% - 3.2%
Final)
Michigan 5-10-Yr Ahead Consumer Inflation Expectations (Jun — 3.1% -- 3.0%
Final)
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