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Preview of the Week Ahead

The FOMC is forecast to hold the federal funds target unchanged at their decision on Wednesday. They
will likely repeat that the federal funds target’s current setting at a range of 4.25% to 4.50% puts
monetary policy “in a good place” to react to downside risks to the job market or upside risks to inflation
should they materialize. The Fed is also likely to repeat that they think it is appropriate to exercise
“patience” and “wait and see” how the mix of higher tariffs and tax cuts collectively impacts the
economy. A repeat of the patience/wait and see language would signal that policymakers expect to hold
the federal funds target steady again at the July decision.

May’s economic activity indicators due out this week are likely to come in weak. Retail sales are expected
to fall on a drop in new car and truck sales and lower gas prices. Core retail sales excluding these
categories likely rose, though. Industrial production was likely lower in May, too, with tariff uncertainty
weighing on manufacturing and lower oil and gas production a headwind to mining. Housing indicators
were likely mixed in May. Building permits likely rose after a large drop in April, while housing starts were
likely lower on the month.

The Week in Review

Inflation ran cool in May, helped by lower energy and egg prices. Both total and core CPI rose 0.1% on
the month, as did total and core PPl inflation. From a year earlier, CPI rose 2.4%, a third consecutive
month under 2.5%; core CPI held steady at 2.8%, the lowest since early 2021. In the same terms, PPI
picked up to a 2.6% increase from an upwardly-revised 2.5% in April, while core PPl excluding foods and
energy slowed to 3.0% from 3.2%. The Fed will welcome the cool inflation data, but won’t breathe too
easy since the ISM PMIs reported business input prices rising at the fastest rate since late 2022 in May.
Also, crude oil futures have bounced to the highest since early April after Israel attacked Iran, which will
raise June’s CPI if sustained.

In addition to May’s cool price data, the latest jobs data came in soft, too. Initial jobless claims for the
week ended June 7, as well as continued jobless claims which are released at a one-week lag, were both
the highest in more than a year in the latest reports. The four-week moving average of initial claims is the
highest since August 2023, while the four-week moving average of continued claims is the highest since
late 2021. The wobbly jobless claims data are further evidence that the job market softened more in May
than suggested by the headline of the last monthly jobs report.

The federal fiscal balance swung from a $258 billion surplus in April to a $316 billion deficit in May as
the boost to revenues from income tax season passed. Receipts jumped 14.7% on the year as tariff
revenues increased, while outlays were up just 2.5%. The University of Michigan’s Consumer Sentiment
Indicator rebounded to the highest since February in the preliminary release for June as inflation
expectations fell, but may weaken in the final release after the latest Mideast conflict.
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Mon No market-moving economic releases - - -
16-Jun
Retail Sales (May) 0.1% M/M -0.7% M/M -0.4% M/M
Core Retail Sales Excluding Auto and Gas (May) 0.2% M/M 0.4% 0.3% M/M
Tue Industrial Production (May) 0.0% M/M 0.0% M/M -0.2% M/M
17-Jun
Capacity Utilization (May) 77.7% 77.7% 77.5%
Manufacturing Production (May) -0.4% M/M - -0.2% M/M
NAHB Housing Market Index (Jun) 34 36 37
Building Permits (May Preliminary) 1.422 million | 1.430 million | 1.440 million
-4.0% M/M 0.28% M/M 1.3% M/M
Housing Starts (May) 1.361 million | 1.360 million | 1.360 million
Wed 1.6% M/M -0.1% M/M -0.1% M/M
18-Jun
Initial Jobless Claims (Week of 6/14) 248,000 245,000 240,000
Continuing Jobless Claims (Week of 6/7) 1,956,000 - 1,915,000
FOMC Interest Rate Decision 4.25% -4.50% | 4.25% - 4.50% | 4.25% - 4.50%
Thu Happy Juneteenth! - - -
19-Jun
Fri No market-moving economic releases - - -
20-Jun
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