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Preview of the Week Ahead

Inflation will likely rise in year-over-year terms in July, reflecting less favorable base comparisons. That
is to say, consumer prices jumped in June 2022, then fell slightly in July 2023, so a steady pace of
monthly increases in mid-2023 would translate into higher year-over-year inflation in July than June. July
likely saw higher monthly CPI inflation as well due to rising gasoline prices in the back half of the month.
But core inflation was likely steady as shelter costs rose more slowly, reflecting slowing increases of new
residential leases and discounting of new cars and other durable goods.

The first read of consumer sentiment for August will likely show it steady on the month after a bigincrease
in July. Consumers will be cheered by recent stock market gains, but sentiment pulled back after S&P
downgraded the U.S. government’s credit rating in 2011 and a similar reaction can be expected after
Fitch’s downgrade this past week.

The Week in Review

Economic data released this week showed a cooling labor market. 187,000 jobs were added in July,
below the consensus forecast for 200,000. The prior two months’ job gains were revised down by 49,000
as well. On the other hand, the unemployment rate edged down to 3.5% and is near a half-century low.
The labor force participation rate held steady at 62.6% for a fifth consecutive month and remains well
below its prior cyclical peak of 63.3%. The average workweek continued its decline, falling by 0.1 hour
to 34.3 hours and coming on the back of a 1.3% drop in the previous quarter. Average hourly earnings
rose more than expected: Up 0.4% on the month and up 4.4% from a year ago. Persistently high wage
inflation is a key concern for the Fed, which sees calming labor cost pressures as an essential step toward
their goal of bringing inflation back down to their 2% target.

Job openings were little changed at 9.6 million in June, and openings in May were revised lower. There
were 1.6 job openings per unemployed person in June, indicating demand for labor still exceeds supply,
but this is down from a peak of 2.0 openings per person unemployed in the spring of 2022. The quits
rate—a proxy for employees’ ability to land a new job with higher pay—continues to fall, too, and is back
to the top of its 2018-2019 range. Productivity jumped 3.7% annualized in the second quarter, with the
first quarter revised up to a 1.2% annualized decline. Higher productivity reflects both more output and
a decline in hours worked. That translated into a much smaller increase in unit labor costs, which slowed
to a 1.6% annualized increase from the prior quarter’s revised figure of 3.9%. Wage cost pressures are
cooling from 2022, when unit labor costs increased 7.4%.

The ISM manufacturing PMI rose modestly by 0.4% in July to 46.4%, but remained in contractionary
territory for a ninth consecutive month. Manufacturing production fell for the second consecutive month,
and orders and new export orders point to weakness in future production. The ISM services PMI moved
lower but held in expansionary territory, albeit indicating slower growth than in June. Both surveys show
cooler increases of business input price pressures through July than any time since mid-2020.
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Economic Indicator Prior Consensus | Comerica
Release Forecast Forecast
Mon Consumer Credit (Jun) $7.24 billion | $13.5billion | $14.6 billion
8/7
Tue NFIB Small Business Optimism (Jul) 91.0 90.5 92.0
8/8 Trade Balance (Jul) $-69.0 billion | -$65.0 billion | -$71.0 billion
Wholesale Trade Sales (Jun) -0.2% M/M - -0.2% M/M
Wed No market-moving economic releases -- -- --
8/9
Consumer Price Index (CPI) (Jul) 0.2% M/M 0.2% M/M 0.3% M/M
3.0%Y/Y 3.3%Y/Y 3.4%Y/IY
Thu Core CPI, Excluding Food and Energy (Jul) 0.2% M/M 0.2% M/M 0.2% M/M
4.8%YIY 4.8%YIY 4.7%YIY
8/10
Federal Budget Balance (Jul) -$228 billion - -$190 billion
Initial Jobless Claims (Week of 8/05) 227,000 230,000 225,000
Continuing Jobless Claims (Week of 7/29) 1,700,000 - 1,700,000
Producer Price Index (PPI) — Final Demand (Jul) 0.1% M/M 0.2% M/M 0.4% M/M
0.1% Y/Y 0.7% YIY 0.9% Y/Y
_ Core PPl — Final Demand Excluding 0.1% M/M 0.1% M/M 0.2% M/M
Fri Food, Energy, and Trade Services (Jul) 2.6%Y/Y 2.6%Y/Y 2.6%Y/Y
8/11 University of Michigan Consumer Sentiment 71.6 71.0 71.6
(Aug - Preliminary)
Michigan 1-Yr Consumer Inflation Expectations 3.4% -- 3.4%
(Aug - Preliminary)
Michigan 5-10-Yr Consumer Inflation Expectations 3.0% -- 3.0%
(Aug -Preliminary)
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