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Preview of the Week Ahead

Lower gas and diesel prices are expected to translate into cool CPI and PPI reports for August. Global
demand for petroleum products has been soft in 2024 amid tepid growth in Europe and China, and U.S.
energy production is at a record high. Core CPI inflation likely held steady in year-over-year terms in
August, and core PPI inflation looks to have picked up.

With inflation slowing in the month, consumer sentiment likely improved as well. The University of
Michigan Consumer Sentiment Indicator is more sensitive to inflation and cost of living pressures than to
labor market conditions; it is constructed to put more weight on the former than the latter.

The federal fiscal deficit likely contracted slightly in August. The U.S. is on course for a deficit of between
$1.85 and $1.90 trillion in the current fiscal year, about 6.5% of GDP. The deficit would have to shrink
to match nominal GDP growth (5.9% year-over-year in the second quarter and set to slow) to stabilize
the ratio of federal debt to the economy.

The Week in Review

The unemployment rate edged lower to 4.2% in August from 4.3% in July, but was still the second-highest
since late 2021. Similarly, job growth picked up in August, but downward revisions weakened the recent
trend. Employers added 142,000 nonfarm payroll jobs in the month, and job growth in June and July was
revised down a net 86,000. Incorporating these revisions, job growth in the most recent three months
was just 116,000, down from 170,000 reported in the last jobs report.

After also factoring in the 818,000 downward revision to the level of employment in March 2024
announced in mid-August, the 12-month average of payrolls growth through August was 157,000,
considerably weaker than the 209,000 average reported in the July jobs report. The payrolls data now
echo the unemployment rate’s uptick over the last 12 months, and show that while the job market is in
decent shape, it is moving in the wrong direction. The August jobs report, like the other early indicators
for August, increase pressure on the Fed to make interest rates less restrictive to growth.

The ISM Manufacturing PMI signaled a continued contraction of manufacturing activity in August, while
the ISM Services PMI signaled modest growth of service-providing businesses. Job openings fell more
than expected in July, and (like payrolls) the prior month’s data were revised lower. After the drop and
revisions, the ratio of job openings to unemployed workers is back down to its pre-pandemic level.

Unit labor costs were revised down in the second estimate for the second quarter of 2024, and their year-

over-year growth rate slowed to below its pre-pandemic rate of increase—in other words, wage-price
pressures on inflation are below where they were in 2018 and 2019.
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Economic Indicator
Release Forecast Forecast
Wholesale Trade Sales (Jul) -0.6% M/M -- 0.8% M/M
Mon
9-Sep NY Fed 1-Yr Ahead Consumer Inflation Expecations Survey 3.0% Y)Y 3 2.9% Y/Y
(Aug)
Consumer Credit (Jul) $8.9 billion|$12.0 billion]| $5.1 billion
Tue NFIB Small Business Optimism (Aug) 93.7 93.7 95.0
10-Sep
Consumer Price Index (CPI) (Aug) 0.2% M/M | 0.2% M/M | 0.1% M/M
2.9% YN | 2.6%Y/Y 2.5%Y/Y
Wed
11-Sep CPI Excluding Food and Energy (Aug) 0.2% M/M | 0.2% M/M | 0.2% M/M
3.2% YN | 3.2%Y/Y 3.2%Y/Y
Thu Producer Price Index - Final Demand (PPI, Aug) 0.1% M/M | 0.1% M/M | 0.0% M/M
12-Sep 22% YN | 1L.7%YIY 1.6% Y/Y
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. . Prior Consensus | Comerica
Economic Indicator
Release Forecast Forecast
PPI Excluding Food and Energy (Aug) 0.2% M/M | 0.2% M/M | 0.1% M/M
2.1% YN | 24%YIY 2.4%YIY
Thu
-$244.0 -$349.6 -
12-Sep Federal Budget Balance (Aug) billion billion -$210 billion
Initial Jobless Claims (Week of 9/7) 227,000 230,000 225,000
Continuing Jobless Claims (Week of 8/31) 1,838,000| 1,850,000 | 1,850,000
Michigan Consumer Sentiment (Sep - Preliminary) 67.9 68.3 68.0
Fri Michigan 1-Yr Ahead Consur.ne.r Inflation Expectations (Sep - 289 B 289,
Preliminary)
13-Sep
Michigan 5-10-Yr Ahead Consymer Inflation Expectations (Sep - 3.0% B 3.0%
Preliminary)
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