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Indicator/Action Last

Economics Survey: Actual: Regions’ View:

Fed Funds Rate: Target Range Midpoint Range: This week brings the July reads on the Consumer Price Index and retail sales. Of
(After the September 15-16 FOMC meeting): 3.50% to 3.75% perhaps most interest will be the read on the core CPI, which we and most others
Target Range Mid-point: 3.375 to 3.875 percent Midpoint: expect to show further moderation in core inflation, which we expect will continue
Median Target Range Mid-point: 3.625 percent 3.625% over the next two months. This, in turn, will follow through into the PCE Deflator,

independent of pending methodological changes. If we’re correct, that will help
shape the discussion at the September FOMC meeting.

July Existing Home Sales
Range: 3.88 to 4.18 million units
Median: 4.05 million units SAAR

Tuesday, 8/11

Jun = 4.09 million

Up to an annual rate of 4.11 million units. On a not seasonally adjusted basis, we
look for sales of 406,000 units, down 3.8 percent from June, but this is smaller than
the typical July decline in unadjusted sales. Our forecast would leave unadjusted
sales up 4.4 percent year-on-year, a “clean” comparison as the number of sales days
this July was the same as last July. Recall that existing home sales are booked at
closing, with July sales largely reflecting sales contracts signed from late-May
through June, a period over which mortgage interest rates were little changed. While
sellers have become more flexible on asking prices, the reality is that even before the
upturn in mortgage rates seen over recent weeks there was very little relief from the
affordability constraints that remain a heavy weight on demand for home purchases.
At the same time, though, days on market continue to adhere to normal seasonal
patterns — below thirty days for homes sold in May and June — which indicates there
are opportunistic buyers, including all-cash buyers. To that point, the not seasonally
adjusted data show pending home sales, an index of signed sales contracts, performed
better in June than is typical for the month. While this would seem consistent with
our forecast of a smaller than normal July decline in unadjusted sales, the caveat is
that the link between pending home sales and existing home sales is no longer as
reliable as for some time had been the case. Either way, the trend sales rate, which
we measure by the running twelve-month total of not seasonally adjusted sales, has
been virtually flat for over two years, and our forecast would keep the trend sales
rate in this same narrow range. On the inventory front, July tends to be a transition
month, past the spring/summer builds and before the fall/winter declines, so whether
inventories rose or fell in July it was likely to have been by very little, and we look
for inventories to be very modestly higher year-on-year. We look for the median
sales price to have been up by less than two percent year-on-year.

July Consumer Price Index
Range: 0.0 to 0.7 percent
Median: 0.1 percent

Wednesday, 8/12

Up by 0.2 percent, for a year-on-year increase of 3.4 percent. On an unrounded basis,
our forecast anticipates a monthly increase of 0.159 percent, close enough that we
would not be surprised if the monthly increase printed at 0.1 percent. Despite rising
rapidly over the final three weeks of July, gasoline prices were still down on a
monthly average basis, meaning they will be a drag on the headline CPI. This simply
reflects the magnitude of the declines seen during June, with gas prices ending the
month well below the monthly average. July saw the opposite, with prices rising
rapidly over most of July and ending the month far above the monthly average, which
means gas prices could be a meaningful support for the headline CPI in the August
data. We expect a firmer print on the core CPI than that seen in June. As we and
others noted at the time, much of the softness in services prices in the June data
seemed more one-off in nature as opposed to marking a change in the underlying
fundamentals, and we expect the July data to bring some payback. Primary rents,
lodging costs, air fares, and prices for medical services are some specific areas in
which we expect firmer July prints. Still, as with the headline CPI we think it will be
a close call between the monthly change in the core CPI printing at 0.2 or 0.3 percent;
our forecast for the core CPI sits at 0.258 percent on an unrounded basis. Either way,
the year-on-year increase in the core CPI should come in at 2.5 percent, which would
be the smallest such increase since February, and our forecast would put the
annualized three-month change in the core CPI at 1.8 percent, the smallest such
change since December. While that moderation is a bit overstated given the mild
monthly increases seen in May and June, we continue to argue that the risks from
inflation come not in the form of a sustained reacceleration in core inflation but
instead core inflation remaining fairly stable at a rate above the 2.0 percent mark.

July Consumer Price Index: Core
Range: 0.0 to 0.4 percent
Median: 0.2 percent

Wednesday, 8/12

units SAAR
Jun =-0.4%
Jun = 0.0%

Up by 0.3 percent, which would yield a year-on-year increase of 2.5 percent.
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July Producer Price Index
Range: -0.1 to 0.9 percent
Median: 0.2 percent

Thursday, 8/13

Jun =-0.3%

Up by 0.3 percent, yielding a year-on-year increase of 5.0 percent.

July Producer Price Index: Core
Range: 0.2 to 0.4 percent
Median: 0.3 percent

Thursday, 8/13

Jun =+0.2%

Up by 0.2 percent, which would translate into a year-on-year increase of 4.1 percent.

July Retail Sales: Total
Range: -0.5 to 0.7 percent
Median: 0.1 percent

Friday, 8/14

Jun =+0.2%

Up by 0.2 percent. After sharply lower gasoline prices knocked five-tenths of a point
off the June increase in total retail sales, you might expect a more robust July print,
but we think the following points are worth keeping in mind. First, control group
sales, a direct input into the GDP data on consumer spending on goods, were solid
in June, suggesting that to some extent the cash freed up by sharply lower gasoline
prices was readily spent elsewhere. Second, a good part of solid control group sales
in June was the summer installment of Amazon Prime Day(s) being shifted into June
as opposed to their more typical July slot. The impact of this is best seen in the not
seasonally adjusted data, which show sales by nonstore retailers, the vast majority of
which consist of online sales, were much stronger in June than is typical for the
month. The seasonally adjusted data show sales by nonstore retailers rose by 1.9
percent in June, following up on a 1.4 percent increase in May and a 1.5 percent
increase in April. As such, it makes sense to expect there would be payback in July,
and by every account we’ve seen, this was the case. Our forecast anticipates a decline
in sales by nonstore retailers that will knock three-tenths of a point off the monthly
changes across the board — total, ex-auto, and control group sales. We do look for
gasoline to be a support for top-line sales given the extent to which prices rose during
July, which likely siphoned off spending in other categories. At the same time, we
look for seasonal adjustment to have been less favorable this July than was the case
last July, which would weigh on the headline print but say nothing about actual
spending. To that point, our forecast would leave not seasonally adjusted July control
group sales up by just under three percent from June, smaller than the prior two July
increases but nonetheless larger than the average July increase. Additionally, with
the exception of restaurant/bar sales, the retail sales data do not capture services
spending, and various spending trackers show strong spending in areas such as travel,
lodging, entertainment, and recreation in July. In other words, even though July retail
sales may not seem all that inspiring, there are few signs that consumer spending is
wavering, even adjusting for the effects of higher prices.

July Retail Sales: Ex-Auto
Range: -0.4 to 1.0 percent
Median: 0.2 percent

Friday, 8/14

Jun =-0.2%

Up by 0.3 percent.

July Retail Sales: Control Group
Range: -0.4 to 0.5 percent
Median: 0.3 percent

Friday, 8/14

Jun =+0.5%

Up by 0.1 percent.

June Business Inventories
Range: 0.1 to 0.3 percent
Median: 0.1 percent

Friday, 8/14

May =+0.3%

We look for total business inventories to be up by 0.1 percent and we look for total
business sales to be down by 1.1 percent.
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