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Preview of the Week Ahead

Adverse weather likely impacted the labor market last month, resulting in below trend growth in hiring
and hours worked. Weather’s negative effect will probably show up in the ISM Services PMI as well, as
service providers are more affected by inclement weather than manufacturers. On the back of strong
post-election business optimism, employers are anticipated to have increased job postings. The very
sharp deterioration in the goods trade balance in December will probably lead to a considerable widening
of the overall trade deficit as well. Consumer spending rose very sharply in December, likely fueled in part
by credit. Hence, consumer credit is anticipated to have risen sharply in the final month of the year.
Soaring housing starts in December likely translated into a solid increase in construction spending.

The Week in Review

As expected, the Federal Open Market Committee (FOMC) unanimously held the fed funds rate steady at
a range of 4.25% to 4.50% and did not alter the pace of its balance sheet reduction program. The
Committee judged labor market conditions to be “solid.” Acknowledging recent disappointing inflation
developments, they removed “Inflation has made progress toward the Committee’s 2 percent objective”
from their statement and concluded it remained “somewhat elevated.” Chair Powell repeatedly
emphasized the FOMC was in “no hurry” to ease rates at the interest rate press conference.

Economic growth in the fourth quarter slowed to 2.3% annualized from 3.1% in the third, but the headline
figure belies underlying strength. Consumer spending rose by a rock-solid 4.2% annualized. Ending two
consecutive quarters of declines, residential investment rose by 5.3%. Government spending was up
2.5%. Net exports made a marginal positive contribution. Overall economic growth in the fourth quarter
was dragged down by inventory destocking, which subtracted 0.9 percentage points from growth.
Business investment also subtracted from growth, but the impact was modest. Economy-wide inflation
rose to 2.2% annualized from 1.9% in the third quarter. Led by stickier services prices, the Personal
Consumption Expenditures (PCE) Price Index—the Fed’s preferred inflation barometer—accelerated to
2.3% annualized in the fourth quarter from 1.5% annualized in the third.

The American economy grew by 2.8% for the full year of 2024, a tad slower than it did in 2023. Consumer
spending was the main pillar of growth, accounting for two-thirds of the economic expansion. Business
investment and government spending also contributed notably to growth in 2024. A surge in imports
made the external sector a headwind to growth. Economy-wide prices rose by 2.4% last year, an
improvement from the 3.6% increase in 2023. Inflation as measured by the PCE Price Index, up 2.5% in
2024, was also appreciably lower than the 3.8% recorded in the prior year.

Auto sales rose to an annualized rate of 16.8 million units in December, the highest in nearly three-and-
a-half years, leading to a sizeable 1.2% drop in inventories at auto wholesale merchandisers. Consumers
likely pulled forward purchases into December in case the Trump administration phases out electric
vehicle subsidies, or higher tariffs raise the price of vehicles imported from Canada and Mexico.
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Wards Total Vehicle Sales (Jan) 16.8 million 16.2 million 16.1 million
Mon
3-Feb Construction Spending (Dec) 0.0% M/M 0.2% M/M 0.5% M/M
ISM Manufacturing PMI (Jan) 49.2 (R) 49.5 50.0
Tue Nonfarm Job Openings (Dec) 8.098 million - 8.300 million
4-Feb
ADP Private Payroll Growth (Jan) 122,000 153,000 160,000
Wed
5-Feb International Trade BaI(TDnecCe) in Goods and Services _$78.2 billion | -$80.4 billion | -$96.8 billion
ISM Services PMI (Jan) 54.0 (R) 54.5 52.0
Nonfarm Productivity (4th Quarter of '24) 2.2% 1.9% 1.0%
Thu Unit Labor Costs (4th Quarter of '24) 0.8% 3.4% 3.3%
6-Feb
Initial Jobless Claims (Week of 2/1) 207,000 - 213,000
Continuing Jobless Claims (Week of 1/25) 1,858,000 - 1,872,000
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. . . Consensus Comerica
Economic Indicator Prior Release
Forecast Forecast
Change in Nonfarm Payrolls (Jan) 256,000 150,000 140,000
Unemployment Rate (Jan) 4.1% 4.1% 4.2%
Average Hourly Earnings (Jan) 0.3% M/M 0.3% M/M 0.4% M/M
3.9% Y/Y 3.8%Y/Y 3.8% Y/Y
Average Weekly Hours (Jan) 34.3 34.3 34.2
Fri Labor Force Participation Rate (Jan) 62.5% - 62.6%
7-Feb
Wholesale Trade Sales (Dec) 0.6% M/M - 0.3% M/M
U. of Mich. Consumer Sentiment (Feb - Preliminary) 71.1 - 70.0
U. of Mich. 1-Yr Ahead Consumer Inflation o - o
Expectations (Feb - Preliminary) 3.3% 3.3%
U. of Mich 5-10 - Yr Ahead Consumer Inflation o - o
Expectations (Feb - Preliminary) 3.2% 3.2%
Consumer Credit (Dec) -$7.5 billion | $12.5 billion | $25.0 billion
(R) Revised
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