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Preview of the Week Ahead

The economic calendar is very light in this holiday-shortened week. The flash estimate of S&P Global’s
Manufacturing PMI is likely to show the manufacturing sector contracted at a slower pace in January than
December, while the Services PMI will probably reveal continued expansion of service providers. The final
release of the University of Michigan Survey of Consumers for January is anticipated to show inflation
expectations rose slightly less in the month than reported in the preliminary release. Existing home sales
were likely flat in December after a big increase in November, as high mortgage rates weighed on
affordability.

The Week in Review

Matching Comerica Economics’ forecast, the Consumer Price Index (CPI) rose by 0.4% last month and
accelerated in annual terms to 2.9% from 2.7% in November. Core CPI increased by a tamer 0.2% and
was up 3.2% from a year ago. The energy subindex, up 2.6%, rose sharply due to large increases in
gasoline and utility (piped) gas prices. Grocery and restaurant food prices were both up 0.3%. New and
used car prices rose sharply, but were lower than a year earlier. Shelter costs—the single biggest
contributor to inflation in the past couple of years—increased by 0.3% for the second consecutive month
and were up 4.6% in annual terms, a marked improvement from the 6.0% increase recorded in January.
This very “sticky” component needs to improve further to bring inflation sustainably down. Prices of
services excluding shelter rose by 0.4% and were up 4.0% from a year ago. Unsurprisingly, transportation
service prices jumped higher, with airline fares soaring by nearly 4% or 7.9% from a year earlier. Progress
in taming inflation slowed in 2024: Annual headline CPI ended the year at 2.9%, down half a percent from
the end of 2023, and the December core CPI reading of 3.2% was down 0.7 percentage points. By
comparison, both fell around 2 percentage points from December 2022 to December 2023.

The federal fiscal deficit narrowed to $86.7 billion in December. The deficit in the first three months of
the current fiscal year ballooned to $710.9 billion, a staggering 39.4% increase from the same period last
year. Declines in revenues, down 2.2%, and sharp increases in spending, up 10.9%, contributed to the
wider shortfall. Personal income tax collections are 1.3% lower fiscal year-to-date (YTD), while corporate
tax receipts are down 27.0%. All five major expenditure categories are significantly higher: Social
Security, up 6.7%; defense, up 10.0%; health (primarily Medicaid), up 9.3%; net interest, up 12.0%;
Medicare, up 38.4%. YTD interest expenditures of $241.5 billion have eclipsed the $232.7 billion spent
on Medicare and are only a few billion dollars short of the $245.8 billion spent on Medicaid.

Sales at retail, food services and drinking establishments rose by a healthy 0.4% in December after an
upwardly revised 0.8% increase in November. A 0.3% decline in sales at food services and drinking
establishments—the sole services category in the report—weighed on the overall figure. Excluding it,
retail sales were up a robust 0.7%. Sales were up in almost all retail categories and were up notably at
motor vehicle and parts dealerships for the fourth consecutive month. Pointing to another quarter of
strong consumer spending, “control” (core) retail sales—used in computing nominal consumer spending
on most goods in the GDP report—accelerated to 0.7% in December from 0.4% in November.
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Mon Martin Luther King Jr. Day -- -- --
20-Jan
Tue No market-moving economic releases -- -- --
21-Jan
Wed No market-moving economic releases -- -- --
22-Jan
Thu Initial Jobless Claims (Week of 1/18) 217,000 - 213,000
23-Jan
Continuing Jobless Claims (Week of 1/11) 1,859,000 - 1,862,000
S&P Global Manufacturing PMI (Jan Flash Release) 49.4 - 49.8
S&P Global Services PMI (Jan Flash Release) 56.8 - 53.0
Michigan Consumer Sentiment (Jan - Final) 73.2 - 74.0
Fri
24-Jan Michigan 1-Yr-Ahead In_flatlon Expectations (Jan - 3.3% i 3.99
Final)
Michigan 5-10-Yr Ahead .Inflat|on Expectations (Jan - 3.3% i 3.99
Final)
Existing Home Sales (Dec) 4.15 million | 4.17 million 4.15 million
4.8% M/M 0.5% M/M 0.0% M/M
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