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Preview of the Week Ahead

Markets are on the edges of their seats watching the election and its implications for economic policies
in the coming years. This includes the different economic visions of the presidential candidates, as well
as the reinstatement of the debt ceiling scheduled for January 2, and the fate of the individual income
tax cut and Obamacare marketplace subsidies which expire at the end of 2025.

The other key event this week will be the Fed’s interest rate decision on November 7. Comerica
Economics forecasts a quarter of a percentage point federal funds rate cut to a range of 4.50% to 4.75%.
Important economic releases this week include the ISM Services PMI and the international trade report.
Business activity in the services sector likely rose further, while the trade deficit is expected to widen
notably on the back of a large deterioration in the goods trade balance—importers increased their
purchases of consumer products ahead of the dock workers’ strike, while exporters’ sales of petroleum
products fell as benchmark prices moved lower.

The Week in Review

U.S. real GDP grew 2.8% in the third quarter, led by strong growth of consumer spending. Sharp
increases in government and business spending also boosted growth, while net exports, residential
investment, and inventory destocking were headwinds. The GDP Price Index, the broadest measure of
price pressures in the economy, and the Personal Consumption Expenditures (PCE) Price Index, the
Fed’s favored inflation gauge, tumbled to below 2% annualized, strengthening the case for further
monetary policy easing at this week’s decision. PCE inflation slowed to a 2.1% annual increase in the
September monthly report, only a hair above the Fed’s 2% target, although core PCE inflation continues
to run faster.

As expected, hurricanes and two major strikes weighed on employment in October, with the Bureau of
Labor Statistics reporting a paltry 12,000 jobs added in the month. Revisions reduced August and
September’s employment by a combined 112,000. The unemployment rate held steady at 4.1%, but the
labor force participation rate dipped to 62.6%. Average hourly earnings rose 0.4% on the month and
4.0% on the year, picking up as the hurricanes weighed on employment in lower-paid industries with
many hourly workers. Job openings tumbled to 7.443 million in September from a downwardly-revised
7.861 million openings in August, with lower hiring intentions across most industries.

Boosted by a strong increase in wages and salaries, household incomes rose 0.3% in September.
Personal consumption expenditures rose a strong 0.5%, up from an upwardly revised 0.3% increase in
August. Households spent broadly, with purchases of new vehicles particularly strong. The personal
saving rate declined for the third consecutive month and was about a percentage point below January’s
level. Reflecting waning imbalances in the housing market, annual house price increases, as measured
by the FHFA Purchase-Only House Price Index and the S&P CoreLogic Case-Shiller 20-City Home Price
Index, moderated further to increases of 4.2% and 5.2%, respectively, in August. House price increases
are likely to slow further as more homes are listed for sale.
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Economic Indicator Prior Release Forecast Forecast
Mon
4-Nov No market-moving economic releases -- =" ="
U.S. Presidential Election -- -- --
Tue
5-Nov | International Trade Balance in Goods and Services (Sep) |-$70.4 billion|-$73.5 billion]-$84.0 billion
ISM Services Index (Oct) 54.9 53.0 55.0
Wed No market-moving economic releases -- -- --
6-Nov
Nonfarm Productivity, Annualized (3rd Quarter '24 - o o o
Breliminary) 2.5% 2.3% 2.5%
Unit Labor Costs (3rd Quarter '24 - Preliminary) 0.4% 0.9% 1.0%
Initial Jobless Claims (Week of 11/2) 216,000 -- 220,000
Thu
7-Nov Continuing Jobless Claims (Week of 10/26) 1,862,000 -- 1,860,000
Wholesale Trade Sales (Sep) -0.1% M/M -- -1.0% M/M
Fed Interest Rate Decision 457_853%50 4215_)9?20 4215.)905/%20
Consumer Credit (Sep) $8.9 bilion |$13.5 billion| $4.0 billion
Michigan Consumer Sentiment (Nov - Preliminary) 70.5 - 72.0
_ | Michigan 1-Yr Ahead Consumer Inflation Expectations (Nov
Fri - Preliminary) 2.7% -- 2.6%
8-Nov
Michigan 5-10-Yr Ahead Consumer Inflation Expectations
(Nov - Preliminary) 3.0% - 3.0%
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