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Jobs to Outpace Labor Force Again in June ComericA Bank.

Core Inflation Rose to Highest Since 2023 in May, Pressuring the Fed
Bill Adams, Chief U.S. Economist

The Week Ahead

The June jobs report is forecast to show that employers added more than 100,000 jobs again last month, holding
the unemployment rate roughly steady near four and a quarter percent. The volatile survey of households will likely
show the labor supply held about flat in the first half of 2026, restrained by an aging population and tighter
immigration policies. The June jobs report won't reflect the effects of the U.S.-Iran de-escalation, since its surveys
cover the period before the deal was announced. One especially useful detail in the household survey will be
unemployment among workers aged 20 to 24 with no prior work experience (Largely the Class of 2026). It likely
pulled back relative to June 2025, when it tied 2020 for the highest June since 2016.

Consumer confidence is forecast to rise in June on the month’s decline in gas prices. Inflation expectations should
fall and vacation intentions improve, good tidings for the rest of the summer travel season.

Last Week in Review

The personal consumption expenditures (PCE) price index rose 0.4% in May (0.4498% before rounding), near the
0.5% consensus. From a year earlier, PCE inflation picked up to 4.1% from 3.8% and reached the highest since
May 2023, matching expectations. Gasoline and other energy goods were the biggest culprit behind higher
inflation, jJumping 6.5%. But price pressures extend beyond just energy. The core PCE index excluding food and
energy rose 0.3% (0.3201%) and ticked up to a 3.4% year-over-year increase, the highest since October 2023,
from 3.3% in April. The Supercore PCE index—Service prices excluding energy and housing—rose 0.5% and 3.9%
from a year earlier, the highest since December. And the market-based PCE index excluding food and energy,
another measure of core inflation, rose 3.2% and reached the highest since November 2023. May’s higher core
inflation bolsters the case for the Fed to hike rates over the next 12 months. But the FOMC will likely hold them
steady again at the next decision on July 29, since inflation shocks from tariffs and the war are fading and could
bring down core inflation by the fall.

Personal income and personal consumption expenditures both jumped 0.7% in May, stronger than consensus
forecasts. Adjusted for inflation, real personal consumption expenditures rose 0.3%. After taxes and inflation, real
disposable personal income rose 0.3% after declines in each of the prior three months. The personal saving rate
tied April for the lowest since June 2022, underscoring the strain on household budgets.

Real GDP in the first quarter was revised up to a 2.1% seasonally adjusted annualized rate from 1.6%, but the
details were weaker than the headline: Real personal consumption expenditures were revised down to a 0.5%
annualized rate from 1.4% and registered the weakest increase in four years. A big downward revision to imports
narrowed the trade deficit and boosted GDP, while nonresidential fixed investment was revised up. Our preferred
measure of core real GDP, real final sales to private domestic purchasers, was revised down to 1.7% annualized
from 2.4%. Even after the downward revision, the first quarter’s pace was fast enough for the economy to absorb
new labor force entrants and keep the unemployment rate steady. Just as important, the outlook for the rest of the
year has improved now that energy is flowing through the Strait of Hormuz again.
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. . Consensus Comerica
Economic Release Prior Release
Forecast Forecast
6/29 Dallas Fed Manufacturing Activity Index (Jun) 0.4 1.2 4.0
FHFA Purchase-Only House Price Index (HPI, Apr) 0.1% M/M 0.1% M/M -0.1% M/M
1.7% YIY — 1.9% Y/IY
S&P Cotality Case-Shiller 20-City HPI (Apr) -0.2% M/M -0.1% M/M 0.0% M/M
0.8% Y/IY 0.9% M/M 1.1% YIY
S&P Cotality Case-Shiller National HPI (Apr) 0.7% YIY % YIY 0.9% Y/Y
Conference Board Consumer Confidence Index (Jun) 93.1 94.7 96.0
Conference Board: Present Situation (Jun) 121.2 — 124.0
6/30 Conference Board: Consumer Expectations (Jun) 74.4 — 80.0
Nonfarm Job Openings, 1,000s (May) 7,618 7,288 7,400
Rate 4.6% — 4.7%
Nonfarm Quits, 1,000s (May) 2,977 — 3,050
Rate 1.9% — 2.0%
Nonfarm Layoffs, 1,000s (May) 1,692 — 1,750
Rate 1.1% — 1.1%
Dallas Fed Services Activity Index (Jun) -7.7 — -2.0
Car and Light Truck Sales, Millions, Seasonally-Adjusted 16.1 16.0 16.1
Annual Rate (Jun)
ADP Private Payrolls, Monthly Change, 1,000s (Jun) 122.0 116.0 115.0
ISM Manufacturing Purchasing Managers Index (PMI, Jun) 54.0 53.8 54.5
7 ISM Manufacturing PMI: Prices Paid (Jun) 82.1 78.0 76.0
ISM Manufacturing PMI: New Orders (Jun) 56.8 — 57.5
ISM Manufacturing PMI: Employment (Jun) 48.6 — 49.5
Construction Spending (May) 0.4% M/M 0.2% M/M 0.0% M/M
Nonfarm Payrolls, Monthly Change, 1,000s (Jun) 172 113 120
Unemployment Rate (Jun) 4.3% 4.3% 4.3%
Labor Force Participation Rate (Jun) 61.8% 61.8% 61.9%
U6 Underemployment Rate (Jun) 8.1% — 8.0%
Average Hourly Earnings, Total Private (Jun) 0.3% M/M 0.3% M/M 0.3% M/M
3.4%YIY 3.5% Y/IY 3.5% YIY
Average Weekly Hours, Total Private (Jun) 34.3 34.3 34.3
7/2 Initial Jobless Claims, 1,000s (Week of 6/27) 215 220 220
Continuing Claims, 1,000s (Week of 6/20) 1821 — 1,810
Factory Orders (May) 4.8% M/M -2.0% M/M -3.0% M/M
Core Factory Orders Excluding Transportation (May) 1.3% M/M — 1.0% M/M
Durable Goods Orders (May Final) -4.5% M/M -4.5% M/IM -4.5% M/M
Core Durable Orders Excl. Transportation (May Final) 1.3% M/M — 1.3% M/M
Core Capital Goods Orders, Nondef. Ex. Aircraft (May Final)| 1.6% M/M — 1.6% M/M
Core Cap. Goods Shipments, Nondef Ex. Air. (May Final) 0.3% M/M — 0.3% M/M
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