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Preview of the Week Ahead

Our thoughts are with the many people affected by the terrible fires in Southern California.

Inflation reports will dominate this week’s economic calendar. Driven by high energy prices, the
Consumer Price Index (CPI) probably accelerated on a monthly and annual basis in December, while core
CPI likely matched November’s pace. High energy prices likely pushed up producer prices as well. The
New York Fed will probably report year-ahead household inflation expectations rose last month.

Household spending likely rose sharply in the final month of the shopping season, ending the year on a
strong note. Housing data are likely to be mixed: Building permits probably fell in December, while
housing starts likely rebounded after November’s slump. In another sign of stronger animal spirits post-
election, small business optimism likely rose further in December.

The Week in Review

Nonfarm payrolls rose a stronger-than-expected 256,000 in December, with jobs in October and
November revised down a net 8,000. The unemployment rate pulled back to 4.1% from 4.2% in
November. Temporary jobs rose a second consecutive month, a positive leading indicator for broader
hiring. Also, national temperatures averaged 7.3 degrees above average in December, boosting outdoor
employment in construction, hospitality, and entertainment. Average hourly earnings rose 0.3% on the
month and 3.9% on the year, and have outpaced inflation since mid-2023. The LA wildfires will weigh on
the January jobs report, as will annual revisions that are likely to reflect high immigration in 2024
translating into higher labor market participation and a higher unemployment rate.

Job openings rose more than expected to 8.098 million in November from an upwardly-revised 7.839
million in the prior month and were handsomely above the 7.745 million consensus forecast, another sign
that hiring intentions are firming. November’s 259,000 increase was almost exclusively in the private
sector, concentrated in finance and insurance and professional and business services. Continuing a
longer downdraft in public sector vacancies, government job postings rose a paltry 3,000.

The minutes of the Federal Open Market Committee’s (FOMC) December meeting clarified the
committee’s thinking on inflation and the future path of monetary policy. “Almost all participants judged
that upside risks to inflation had increased,” they note, attributing the change to “recent stronger-than-
expected readings on inflation and the likely effects of potential changes in trade and immigration policy.”
Consequently, policymakers foresee taking “a careful approach” to monetary policy adjustments going
forward.

The ISM Services PMI rose by 2.0 to 54.1 in December and exceeded the 53.5 consensus. Service-
providing business activity soared, indicating the economy ended the year on a strong note, while new
orders rose faster than in November. Prices paid by service-providing businesses rose at the fastest pace
in nearly two years, a major negative of the report.
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Mon NY Fed 1-Yr Ahead Inflation Expectations (Dec) 3.0% - 3.2%
13-Jan
Federal Budget Balance (Dec) -$366.8 billion - -$135.0 billion
NFIB Small Business Optimism (Dec) 101.7 100.5 104.0
Tue Producer Price Index - Final Demand (PPI, Dec) 0.4% M/M 0.3% M/M 0.3% M/M
14-Jan 3.0% Y/Y - 3.3% Y/Y
Core PPI Excluding Foods and Energy (Dec) 0.2% M/M 0.3% M/M 0.3% M/M
3.4%Y/Y - 3.8% Y/Y
Consumer Price Index (CPI, Dec) 0.3% M/M 0.3% M/M 0.4% M/M
Wed 2.7%YIY 2.9% YN 2.9% YN
15-Jan
CPI Excluding Food and Energy (Dec) 0.3% M/M 0.2% M/M 0.3% M/M
3.3% Y/Y 3.3%Y/Y 3.3%Y/Y
Retail Sales (Dec) 0.7% M/M 0.5% M/M 0.7% M/M
Core Retail Sales Excluding Auto and Gas (Dec) 0.2% M/M 0.3% M/M 0.3% M/M
Thu
16-Jan Initial Jobless Claims (Week of 1/11) 201,000 - 205,000
Continuing Jobless Claims (Week of 1/4) 1,867,000 - 1,865,000
NAHB Housing Market Index (Jan) 46.0 - 43.0
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Housing Starts (Dec) 1.289 million | 1.315 million | 1.320 million
-1.8% M/M 2.0% M/M 2.4% M/M
Building Permits (Dec) 1.493 million | 1.458 million | 1.480 million
Fri 5.2% M/M -2.4% M/M -0.9% M/M
17-Jan
Industrial Production (Dec) -0.1% M/M 0.4% M/M 0.3% M/M
Capacity Utilization (Dec) 76.8% 77.0% 77.0%
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