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Preview of the Week Ahead

This week’s CPI release is forecast to show headline inflation rose toward 4% in April and reached the highest in
nearly two years, pushed up by higher gas prices. Core CPI is also forecast to pick up on the month on a hot shelter
print. Part of that reflects mechanical catch-up from the gap in shelter price data during last year’s government
shutdown. PPl likely accelerated to the fastest since early 2023 in April.

The April retail sales report will likely come in soft, with consumers spending more at gas stations while reining in
discretionary spending elsewhere. Industrial production likely fared better, rising moderately. Existing home sales
likely rebounded in April after March’s drop, and are trending similarly to their pace last year. The median existing
home’s sale price likely rose in the low single digits from a year ago. The federal budget is forecast to swing to a
surplus in April, but a smaller one than a year ago as tax cuts reduce revenues, and as spending increases on
defense and domestic security programs.

The Week in Review

Labor demand improved in the April jobs report, while supply tightened. On the demand side, nonfarm payroll
employment rose 115,000, above the 65,000 consensus and near Fifth Third Commercial Bank’s 120,000
forecast. February and March were revised down a net 16,000. After revisions, payrolls averaged a 76,000
monthly increase year to date, up considerably from 10,000 per month last year. By major industry, healthcare
and social assistance added 54,000 jobs, transportation and warehousing 30,000, retail 22,000, and leisure and
hospitality 14,000. In goods-producing sectors, manufacturing edged down 2,000, construction rose 9,000,
mining and logging added 3,000. Government employment fell 8,000.

The unemployment rate held steady at 4.3%, matching both our forecast and the consensus, and was down from
4.5% last November. In the volatile household survey, employment fell 226,000, the labor force contracted
92,000, and unemployed jobseekers rose 134,000. The labor force participation rate edged down to 61.8%, the
lowest since late 2021. The labor force is down by over a million from a year ago. The prime-age (25-54)

employment-to-population ratio held at 80.7%, just a hair below July 2023’s 80.9% cyclical peak, which was the
highest since 2001.

Average hourly earnings rose 0.2% and were up 3.6% on the year. That’s up slightly from March, when they
registered the slowest growth of this expansion. Data on the workweek were contradictory, providing no clear
signal. Workers who were part-time for economic reasons jumped 445,000, but the average workweek also
lengthened a tenth of an hour to 34.3 hours. Aggregate hours worked rose 0.3% and aggregate payrolls 0.6%.

The labor market is inching out of last year’s low-hire/low-fire mode into moderate-hire/low-fire. That’s reassuring
amid elevated anxiety tied to the Iran War. The job market is riding tailwinds from tax cuts, higher public spending,
and the Fed’s rate cuts in late 2025. Also, firms are catching up on hiring and capex they delayed during last
year’s tariff uncertainty. With hiring stronger but participation falling, the labor market seems set to tighten this
year if the economy avoids downside risks from the Iran War. For the Fed, firmer payrolls growth alongside a
shrinking labor force argue against a rate cut at Kevin Warsh’s first meeting as chair next month.
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Economic Release

Prior Release

Consensus
Forecast
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Comerica
Forecast

5/11 Existing Home Sales (Apr) 3.98 million | 4.05 million | 4.06 million
-3.6% MM | 2.0%MM | 2.0%MM
NFIB Small Business Optimism (Apr) 95.8 96.0 95.5
ADP Weekly Employment Change (Week of 4/25) 39,250 — 37,000
CPI (Apr) 0.9% MM | 0.6%MM | 0.8%MM
33%YN | 37%YN | 3.9%YN
5/12 Core CPI (Apr) 0.2% MM | 0.3%MM | 0.4% MM
26%YIY | 27%YNY | 2.8%Y)Y
Federal Budget Balance (Apr) -164.1 bn — 220.0 bn
PPI Final Demand (Apr) 0.5% M/M 0.5% M/M 0.7% M/M
4.0%YN | 49%YNY | 5.0%YN
5/13 PPI Ex Food and Energy (Apr) 0.1% M/M 0.3% M/M 0.4% M/M
38%YN | 43%YN | 44%YN
PPI Ex Food, Energy, Trade (Apr) 0.2% M/M 0.3% M/M 0.4% M/M
3.6% Y/Y — 4.2% YIY
Retail Sales Advance (Apr) 1.7% M/M 0.5% M/M 0.0% M/M
5/14 Retail Sales Ex Auto (Apr) | 1.9%MM | 0.6%MM | 0.2%MM
Retail Sales Ex Auto and Gas (Apr) | 0.6%MM | 0.4%MM | -0.1%MM
Retail Sales Control Group (Apr) | 0.7%M/M | 0.4%M/M | 0.0%M/M
Initial Jobless Claims (Week of 5/9) | 200,000 | 206,000 | 203,000
Continuing Claims (Week of 5/2) | 1,766,000 |  — | 1,760,000
Business Inventories (Mar) ‘ 0.4% M/M ‘ 0.3% M/M ‘ 0.5% M/M
Industrial Production (Apr) | -05%MM | 02%MM | 0.3%MM
5/15 Manufacturing (SIC) Production (Apr) | 0.1%MM | 0.1%MM | 0.2%M/M
Capacity Utilization (Apr) | 757% | 758% | 758%
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