——

P
Retail Spending Robust in June ComericA Bank.

Lower Gas Prices Powered Sales for the Rest of the Consumer Economy
Bill Adams, Chief U.S. Economist

The Week Ahead

New home sales are the most important economic release in this light week for macro data. Sales likely
rebounded in June after May’s drop, but were still down nearly 10% from a year earlier. 2026 has become another
disappointing year for new home sales as high mortgage rates shrink the pool of potential buyers. The median new
home price likely fell modestly from a year earlier after holding unchanged in May.

The flash release of S&P Global’s manufacturing PMI survey for July is forecast to show modestly slower growth as
customers added less to inventories. The services PMI likely edged down, too, as the re-escalation of the Iran
conflict weighed on new orders. The surveys will likely report that input-price inflation picked up from June as
prices rose for crude oil, gasoline, diesel, jet fuel, and other refined products.

Last Week in Review

Inflation cooled even more than expected in June, helped both by lower energy prices and by tame trends in other
goods and services. The CPI fell 0.4% from May, down by more than the consensus forecast, as gasoline prices fell
a seasonally adjusted 9.7%. Core CPI excluding food and energy was flat on the month and slowed to 2.6% year
over year, near the lowest since 2021. The CPI showed price declines across a range of core goods categories,
likely reflecting actions by businesses that discounted to maintain turnover. Similarly, the PPI fell 0.3% while core
PPI excluding foods, energy and trade services inched up 0.1%, both below consensus forecasts. Producer prices
for May were revised down 0.4%. The Fed will likely view June’s better inflation data as supporting unchanged
interest rates at the next decision near month-end.

Retail sales were robust in June. Although headline retail and food services sales growth slowed to 0.2%, the soft
headline was due to a big drag from the 5.3% drop in gas station sales (Recall how gas prices plunged in the CPI
report). Sales excluding gas stations surged 0.7%. Core sales excluding food services, gas stations, and autos rose
0.4%, implying volumes rose even more since core goods prices fell 0.1% in the CPI report. Control sales, the
subset of core retail sales that the BEA uses to calculate nominal consumer spending in GDP, rose a solid 0.5%.
Total and core sales for April and May were revised higher, too. From a year earlier, many discretionary categories
posted excellent sales growth in June: Sporting goods, hobby, musical instrument, and bookstore sales rose
15.2%, nonstore sales rose 14.2%, electronics and appliance store sales rose 8.6%, and auto and other motor
vehicle dealer sales rose 6.0%. Food services and drinking place sales were softer, up just 3.8% from a year earlier,
and furniture and home furnishing sales were flat—but even that is an improvement after years of weakness as
existing home sales faltered. The University of Michigan’s Consumer Sentiment Index rose to 54.4 in the
preliminary July release from 49.5 in June.

Other activity indicators for June also grew, though not by as much as retail sales. Industrial production edged up
0.1%, a little below the 0.2% consensus forecast, while manufacturing production was flat on the month. From a
year earlier, industrial production grew 1.1% as manufacturing also rose 1.1%, mining rose 2.4%, and utilities rose
0.3%. The capacity utilization rate was unchanged from May’s downwardly revised 76.1%. Volatile housing starts
bounced 19.0% higher in June after a 15.2% drop in May. In the first half of the year, starts edged up 0.5% from
2025; single-family starts fell 5.3%, while multifamily starts in buildings with five or more units jumped 17.0%.
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Economic Release Prior Release (CCLELETE (L]
Forecast Forecast
7/20 No Market-Moving Economic Releases — — —
7/21 | ADP Weekly Employment Change, 1,000s (Week of 7/4) 19.8 — 20
7/22 No Market-Moving Economic Releases — — —
Initial Jobless Claims, 1,000s (Week of 7/18) 208 212 216
7/23 Continuing Jobless Claims, 1,000s (Week of 7/11) 1,805 1,808 1,815
S&P Global US Manufacturing PMI (Jul Preliminary) 53.9 54.5 53.7
S&P Global US Services PMI (Jul Preliminary) 51.2 51.5 50.8
7124 New Home Sales, 1,000s (Jun) 580 603 610
-7.3% M/M 4.0% M/M 5.2% M/M
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