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Preview of the Week Ahead

The delayed October and November jobs reports probably will show net job losses of around 50,000 as
the federal government shed workers. The unemployment rate likely rose, while wage gains probably
slowed. Headline and core CPI inflation likely held steady in November at around 3% from a year earlier.
Retail sales were likely soft in October on a decline in new vehicle sales. Weighed down by the government
shutdown, core retail sales likely rose at a moderate clip. Boosted by lower gas prices, a rebound in stock
prices, and the end of the shutdown, consumer sentiment probably rose in December. Lower gas prices
also likely contributed to households’ near-term inflation expectations edging lower.

The Week in Review

As expected, the Federal Open Market Committee (FOMC) lowered the fed funds target by a quarter of a
percent to a range of 3.50% to 3.75% at the December 10 decision. In another split vote, St. Louis Fed
President Schmid and Chicago Fed President Goolsbee both dissented in favor of no change, while
Governor Miran dissented in favor of a larger, half-percentage point cut for the third consecutive meeting.
Besides Schmid and Goolsbee, four other non-voting Committee members (Regional Fed presidents) also
preferred holding rates steady, indicating fractious policymaking ahead. The 12 regional Fed presidents
get five votes at each FOMC decision, always including one for the New York Fed’s president. The other
presidents rotate annually on and off the voting roster. Chair Powell indicated that FOMC members think
2025’s cuts brought the fed funds target “within a range of plausible estimates of neutral,” meaning the
bar for further cuts in 2026 is likely higher than it was in 2025. Consistent with this, the median FOMC
member in December Summary of Economic Projections (“Dot Plot”) projected just one more rate cut in
2026; the Dot Plot also raised the forecast for real GDP growth next year, and trimmed the inflation
projection. Powell said the Fed is “well positioned to wait to see how the economy evolves” (our emphasis
added), signaling he leans toward the Fed going on hold near-term. However, the Fed’s guidance likely
tells us less than usual about the course of policy in the year ahead, for two reasons. First, the Fed knows
less than usual about the current state of the economy, since the shutdown is delaying economic releases.
Second, the Fed's guidance doesn't account for how Chair Powell’s successor will change the FOMC’s
approach after Powell's term ends in May, and President Trump has been unabashed in seeking a
replacement who will cut interest rates. Separate from the rate decision, the Fed restarted purchases of
Treasuries on December 12 to support liquidity in short-term funding markets, with $40 billion in the first
month, “elevated” purchases “for a few months” after that, and lower purchases subsequently.

Job postings jumped in September and October, registering 7.7 million in both months after 7.2 million
in August. Vacancies in sectors related to the holiday shopping season (trade, transportation and
warehousing) rose substantially. Other details were weaker, with the hires and quits rate tying for the
weakest since 2020. The layoffs and discharges rate was low, but still tied for the highest since 2021. The
federal fiscal deficit shrank to $173.3 billion in November from $284.4 billion in October. Fiscal year-to-
date, revenues are up nearly 18% and expenditures down 4%. The trade balance in goods and services
shrank more than expected in September, to $52.8 billion from $59.3 billion in August, as higher gold
exports shrank the goods trade deficit.
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Economic Indicator Prior Release
Forecast Forecast
Mon NAHB Housing Market Index (Dec) 38 39 40
15-Dec
Change in Nonfarm Payrolls (Oct) 119,000 N/A -75,000
Change in Nonfarm Payrolls (Nov) N/A 50,000 25,000
Unemployment Rate (Nov) 4.4% (Sep) 4.5% 4.5%
Labor Force Participation Rate (Nov) 62.4% (Sep) 62.4% 62.3%
Average Weekly Hours (Nov) 34.2 (Sep) 34.2 34.3
Tue Average Hourly Earnings (Nov) 0.2% M/M (Sep)| 0.3% M/M | 0.2% M/M
16-Dec 3.8%Y/Y (Sep) | 3.6%Y/Y 3.4%Y/Y
Retail Sales (Oct) 0.2% M/M 0.2% M/M | 0.0% M/M
Core Retail Sales Excluding Auto and Gas (Oct) 0.1% M/M 0.5% M/M | 0.2% M/M
S&P Global US Services PMI (Dec - Flash Estimate) 54.1 54.0 53.0
S&P Global US Manufacturing PMI (Dec - Flash Est.) 52.2 - 51.5
Wed No market-moving economic releases - - -
17-Dec
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Economic Indicator Prior Release Consensus [ Comerica
Forecast Forecast
Initial Jobless Claims (Week of 12/13) 236,000 - 230,000
Continuing Jobless Claims (Week of 12/6) 1,838,000 - 1,960,000
Thu
18-Dec Consumer Price Index (CPI, Nov) 0.3% M/M (Sep) - -
3.0%Y/Y (Sep) | 3.1%Y/Y 3.0% Y/Y
Core CPI Excluding Food and Energy (Nov) 0.2% M/M (Sep) - -
3.0%Y/Y (Sep) | 3.0%Y/Y 3.0%Y/Y
Existing Home Sales (Nov) 4.10 million | 4.15 million |4.20 million
1.2% M/M 1.2% M/M | 2.4% M/M
Fri Michigan Consumer Sentiment (Dec) 53.3 53.3 55.0
19-Dec
Michigan 1-Yr Inflation Expectations (Dec) 4.1% - 3.9%
Michigan 5-10 Yr Inflation Expectations (Dec) 3.2% - 3.2%
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