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Macro Outlook Improves as Iran War De-Escalates 

Fed Held Rates Steady as Expected in June, Phasing Out Forward Guidance 
Bill Adams, Chief U.S. Economist 

The Week Ahead 

The Fed’s preferred measure of inflation is forecast to rise to the highest in three years in the May release, 
reflecting the same spike in energy prices that pushed up the CPI and PPI during the month. Energy prices fell in 
the first half of June, which should lower PCE inflation considerably in the next report. 

Consumer sentiment is expected to be revised higher in the final release for June, bolstered by recent weeks’ drop 
in gasoline prices and buoyant stock markets.  

Real GDP growth in the first quarter of 2026 is forecast to be revised down slightly in the Bureau of Economic 
Analysis’s third estimate, incorporating recent data that pointed to softer consumer spending on services and 
business fixed investment in equipment.  

 

Last Week in Review 

As expected, the Fed held the federal funds target unchanged at a range of 3.50% to 3.75% at the June 17 
decision, Chair Kevin Warsh’s first at the Fed’s helm. The vote was unanimous. The June decision dramatically 
shortened the policy statement, dropping most forward guidance—though it retained a restatement of the Fed’s 
commitment to stable prices and maximum employment, and a separate restatement that “The Committee will 
delivery price stability.” As expected, the June Dot Plot indicated the question facing the FOMC has shifted from 
“should we cut” at the start of 2026 to “should we hike.” The Dots were about evenly split between FOMC 
members supporting a hike by year-end and those supporting no change. This implies that the dominant view of 
voting FOMC members represented by the Dot Plot is unchanged rates—the most hawkish voices on the FOMC 
are the regional Fed presidents, and only a subset of them get to vote on decisions. However, the Dot Plot carries 
less weight than in the past since Chair Warsh refrained from submitting forecasts to it. His skepticism of forward 
guidance extends to the Dot Plot, which he clearly plans to phase out. Financial markets interpreted the decision 
as raising the odds of rate hikes over next 12 months, in part because there is no sign that the Fed is paying any 
more attention to political pressure to cut rates than it did under former Chair Powell’s leadership. 

The U.S. and Iran announced last week they will reopen the Strait of Hormuz to energy shipping, greatly 
diminishing risks to the U.S economic outlook. U.S. crude oil futures fell to the lowest since early March on the 
news. The peace deal has offsetting impacts on the two legs of the Fed’s dual mandate for stable prices and 
maximum employment, since it reduces downside risks to the job market (less reason for the Fed to cut) and also 
reduces upside risks to inflation (less reason to hike).  

The first activity indicators for May were mostly positive. Retail sales were stronger than expected, up 0.9% on the 
month, with core sales excluding gas stations and autos up 0.5%. Industrial production was cooler, rising a 
smaller-than-expected 0.1% on the month with manufacturing production flat. Revisions lowered production in 
the first quarter. Housing data were mixed, with the NAHB Housing Market Index pulling back in May to the 
second-lowest since last September, while pending home sales rose during the month.  
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Date Economic Release 
Prior 

Release 

Consensus 

Forecast 

Comerica 

Forecast 

6/22 No Market-Moving Economic Releases — — — 

  S&P Global US Manufacturing PMI (Jun Preliminary) 55.1 — 54.8 

6/23 S&P Global US Services PMI (Jun Prelim.) 50.7 — 51.2 

  Current Account Balance, Billions (1st Quarter) -190.7 — -371.6 

6/24 New Home Sales, 1,000s (May) 622 640 650 

    -6.2% M/M — 4.5% M/M 

  Personal Income (May) 0.0% M/M 0.4% M/M 0.4% M/M 

  Personal Consumption Expenditures ("PCE" May) 0.5% M/M 0.5% M/M 1.0% M/M 

  Real PCE (May) 0.1% M/M — 0.6% M/M 

  PCE Price Index (May) 0.4% M/M 0.5% M/M 0.4% M/M 

    3.8% Y/Y 4.1% Y/Y 4.0% Y/Y 

  Core PCE Price Index (May) 0.2% M/M 0.3% M/M 0.2% M/M 

    3.3% Y/Y 3.5% Y/Y 3.3% Y/Y 

  Chicago Fed National Activity Index (May) 0.14 — 0.18 

  Durable Goods Orders (May Prelim.) 8.0% M/M -6.5% M/M -6.0% M/M 

6/25 Core Durable Orders Ex. Transportation (May Prelim.) 1.1% — 0.7% M/M 

  
Core Capital Goods Orders Nondef. Ex. Aircraft (May 

Prelim.) 
-1.0% — 0.5% M/M 

  
Core Cap. Goods Shipments Nondef Ex. Air. (May 

Prelim.) 
0.4% — 0.5% M/M 

  Initial Jobless Claims, 1,000s (Week of 6/20) — — 218 

  Continuing Claims, 1,000s (Week of 6/13) — — 1,787 

  GDP Annualized QoQ (1st Quarter, Third Estimate) 1.6% 1.7% 1.4% 

  
Personal Consumption Annualized QoQ (1st Quarter, 

Third Estimate) 
1.4% — 1.2% 

  GDP Price Index (1st Quarter, Third Estimate) 3.5% — 3.5% 

  Core PCE Price Index QoQ (1st Quarter, Third Estimate) 4.4% — 4.4% 
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Date Economic Release 
Prior 

Release 

Consensus 

Forecast 

Comerica 

Forecast 
 Advance Goods Trade Balance, Billions (May) -83.0 -84.0 -80.0 

  Retail Inventories (May) 0.7% M/M — 0.4% M/M 

  Wholesale Inventories (May Prelim.) 0.6% M/M — -0.2% M/M 

6/26 
University of Michigan Consumer Sentiment Index (Jun 

Final) 
48.9 — 52.0 

  U. Mich: Consumer Current Conditions (Jun Final) 48.4 — 50.0 

  U. Mich: Consumer Expectations (Jun Final) 49.3 — 54.0 

  
U. Mich: 1-Year Consumer Inflation Expectations (Jun 

Final) 
4.6% — 4.1% 

  
U. Mich: 5-10 Year Consumer Inflation Expectations (Jun 

Final) 
3.4% — 3.2% 
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