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Preview of the Week Ahead

The FOMC is expected to keep the fed funds target rate on hold at a range of 4.25% to 4.50% at
Wednesday’s interest decision. Policymakers will not release updated forecasts for real GDP,
unemployment, inflation, or the fed funds rate; those quarterly forecasts will next be updated in June.
Markets will be extra attentive to Chair Powell’s comments on the tradeoff between controlling inflation
and supporting the job market. The foreign trade deficit in goods and services registered another monthly
record in March on surging goods imports. The ISM Services PMI will probably report a decline in
business activity. With real GDP down in the first quarter and hours worked and compensation up,
nonfarm productivity will be lower and unit labor costs higher in the quarter’s release this week.

The Week in Review

The economy shrank 0.3% annualized in the first quarter as importers front-ran tariffs and the trade
deficit surged to a record high. Net exports subtracted 4.8 percentage points from annualized growth.
Some of those imports fed into sharply higher business investment in equipment, up a blistering 9.8%,
as firms bought imported IT and electronics. Inventories jumped, adding 2.25 percentage points to real
GDP. Consumer spending decelerated sharply to 1.8% annualized from 4.0% annualized in the prior
quarter. Government spending fell for the first time in nearly three years mostly due to a retrenchment in
federal expenditures, particularly on defense. The GDP Price Index, the broadest measure of prices,
jumped 3.7% annualized and is up from a 1.9% increase six months earlier. The Personal Consumption
Expenditures Price Index, the Fed's preferred measure of inflation, rose 3.6% due to a 4.2% increase in
“stickier” services prices. The release pulls monetary policymakers in opposite directions, with higher
inflation and falling economic activity.

By contrast, the labor market held up better than expected in April. Employers added 177,000 jobs, well
above the 138,000 consensus forecast. The prior two months’ job growth was revised down a combined
58,000. After revisions, the economy added 144,000 jobs per month in the first four months of 2025,
down from 168,000 in 2024 and 216,000 in 2023. The unemployment rate held steady in April at 4.2%.
The labor force participation rate edged higher to 62.6% as around half a million persons entered the
labor force. The average workweek held steady at 34.3 hours. Average hourly earnings rose a modest
0.2%, holding the annual wage increase steady at 3.8%. In data lagged to the jobs report, job openings
fell nearly 300,000 to 7.192 million in March and were down nearly a million from a year earlier.
Vacancies fell in nine out of 11 industries. The quits rate, a widely-watched proxy for workers’ bargaining
power, was essentially unchanged and indicates employees continue to be hesitant to switch jobs.

The ISM Manufacturing PMI indicated a second consecutive month of contracting manufacturing
activity, with the survey reporting declines in production, new orders, and employment. The index for
manufacturers’ input costs is up 15 percentage points over the last six months to the highest since June
2022. Supplier delivery times lengthened as tariff changes complicated shipping procedures.
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Mon ISM Services PMI (Apr) 50.8 50.2 48.5
5-May
Tue International Trade Balance in Goods and -$122.7 billion | -$119.0 billion | -$137.0 billion
6-May Services (Mar)
Wed FOMC Interest Rate Decision 4.25% -4.50%14.25% - 4.50%| 4.25% - 4.50%
7-May
Consumer Credit (Mar) -$0.81 billion | $10.0 billion $3.5 billion
NY Fed 1-Year Inflation Expectations (Apr) 3.58% - 4.00%
Nonfarm Productivity (QoQ Seasonally-
Adjusted Annual Rate/ SAAR, 1st Quarter of 1.5% -0.5% -0.8%
2025)
Unit Labor Costs (QoQ SAAR, 1st Qtr. of 2025) 2.2% 5.4% 4.6%
Thu
8-May Initial Jobless Claims (Week of 5/3) 241,000 - 235,000
Continuing Jobless Claims (Week of 4/26) 1,916,000 - 1,900,000
Wholesale Trade Sales (Mar) 2.4% M/M - 2.8% M/M
Fri No market-moving economic releases - - -
9-May
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