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After a sluggish start to the week, the market bounced back, displaying a very positive reaction to Producer Price Index (PPI), Consumer Price Index (CPI), and Retail Sales reports received throughout the week. Economic data released this week
indicated that the U.S. economy remains solid and demonstrates resilience despite many financial challenges. Retail sales for July came in higher than expected, fueled by a rebound in the auto industry. With pandemic savings mostly spent and a labor
market that is on a downward trend, the longevity of a strong consumer is uncertain as higher borrowing costs add pressure as more consumers resort to credit cards and other loans to support purchases. The labor market showed some resilience,
with unemployment claims decreasing as initial applications for unemployment benefits fell to their lowest level since early July, coming in at 227,000 versus the 234,000 expected. The PPl and CPI both came in cooler than expected. For PPI, services
prices have been the main driver in recent reports, but this trend reversed in July as PPl rose modestly by 0.1% in July and 2.2% year-over-year. Core CPI, which strips out the highly volatile categories of energy and food, rose slightly higher than in
June, increasing 0.2% on a month-over-month basis and 3.2% year-over-year. The inflation reports further support expectations of Federal Reserve interest rate cuts. Focus will now be on the Fed’s preferred inflation measure, the Price Consumption
Expenditure (PCE), due to be released later this month.
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