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Preview of the Week Ahead

The September jobs report is forecast to show another month of modest employment growth, holding
the unemployment rate steady. The labor force participation rate, the average workweek, earnings, and
job openings likely eased. The ISM PMIs are forecast to show the manufacturing sector in continued
contraction but the services sector in expansion. Led by a steep decline in homebuilding, construction
spending is forecast to fall for the tenth month running. House prices probably edged lower again in July,
with a further slowdown in annual house price increases. Pending home sales likely rebounded as
mortgage rates fell.

The Week in Review

Second quarter economic growth was revised up to a 3.8% annualized increase in the third estimate of
real GDP, well above the 3.3% prior estimate. Stronger consumer spending, especially expenditures on
services, was behind the upward revision. Business investment in equipment and intellectual property
products, such as software, rose robustly, partially offset by a decline in investment in structures, which
fell sharply for the sixth consecutive quarter. Government spending moved lower as federal nondefense
spending plummeted for the second consecutive quarter. Imports plunged as tariff frontrunning
unwound. As a result, net exports made a large contribution to growth last quarter. The GDP Price Index
decelerated to 2.1% annualized from 3.6% annualized in the first quarter.

Home sales were mixed last month. Existing home sales essentially stalled in August at a weak annualized
rate of 4.0 million, while sales of new homes soared unexpectedly by 20% to an annualized pace of
800,000. Given elevated mortgage rates and homebuilders’ reports of lackluster buyer traffic, the sharp
increase in new home sales is surprising, and could be revised down in future releases. Listings of existing
and new homes for sale declined. Months of supply of new home listings fell, while months’ supply of
existing listings held steady. Median prices of both existing and new homes rose 2.0% from a year earlier.

Personal income rose 0.4% last month, while Personal Consumption Expenditures (PCE) rose 0.6%, both
a tenth of a percent above the consensus forecast. Adjusted for inflation, spending was up a strong 0.4%
for the second consecutive month. Consumer expenditures on durable goods continues be the key driver
of household spending. The personal saving rate eased to year-to-date low of 4.6% in August from 4.8%
in July, but was revised considerably higher from 2022 to the present as revisions raised estimates of
capital incomes over that period. Matching the consensus expectation, the headline and core PCE Price
Indices—the Fed’s preferred measure of inflation—rose by 0.3% and 0.2% respectively on the month
and were up 2.7% and 2.9% respectively from a year earlier, little changed from July. There has been
limited passthrough of tariff costs to consumer inflation in the year through August.

The University of Michigan’s final reading of Consumer Sentiment for September retreated to 55.1 from
58.2 in August; after April and May, it was the lowest since mid-2022. Weaker expectations accounted
for most of September’s decline. Consumers’ year-ahead inflation expectations eased slightly to 4.7%,
while longer-term inflation expectations moved up for the second month running, to 3.7%.
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. . . Consensus Comerica
Economic Indicator Prior Release
Forecast Forecast
Pending Home Sales (Aug) -0.4% M/M | 0.1% M/M 1.5% M/M
Mon 0.7%Y/Y - 1.1% Y/Y
29-Sep
Dallas Fed Manufacturing Activity (Sep) -1.8 - 3.0
FHFA House Price Index ("HPI", Jul) -0.2% M/M - -0.2% M/M
2.6%Y/Y 2.1%Y/IY
S&P Cotality 20-City Case-Shiller Home Price Index (Jul)| -0.3% M/M | -0.1% M/M -0.2% M/M
Tue 2.1% Y/ - 1.5% Y/Y
30-Sep
Conference Board Consumer Confidence (Sep) 97.4 95.3 94.0
Job Openings, Total Nonfarm (Aug) 7.181 million | 7.17 million 7.00 million
ADP Private Payrolls, Net Monthly Change (Sep) 54,000 50,000 40,000
ISM Manufacturing PMI (Sep) 48.7 49.1 48.4
Wed
1-Oct Construction Spending (Aug) -0.1% M/M | -0.1% M/M -0.2% M/M
Wards Total Vehicle Sales (Sep) 16.1 million | 16.2 million 16.3 million
Thu Initial Jobless Claims (Week of 9/27) 218,000 230,000 232,000
2-Oct
Continuing Jobless Claims (Week of 9/20) 1,926,000 - 1,932,000
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Economic Indicator Prior Release Consensus Comerica
Forecast Forecast
Change in Nonfarm Payrolls (Sep) 22,000 50,000 40,000
Unemployment Rate (Sep) 4.3% 4.3% 4.3%
Labor Force Participation Rate (Sep) 62.3% - 62.2%
Fri Average Weekly Hours (Sep) 34.2 34.2 34.1
3-Oct
Average Hourly Earnings (Sep) 0.3% M/M 0.3% M/M 0.2% M/M
3.7%YIY 3.7%YIY 3.6%Y/Y
ISM Services PMI (Sep) 52.0 51.8 51.3
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