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The Economy 
 

A week of OK macro data and risk on sentiment in markets. 

US 
 

The housing market slowdown became a lot more obvious this week as newly 
released data showed a 16.6% plunge in new single family homes in April, on top of 
the 10.5% decline in March. In fact, this was the fourth consecutive retreat and left 
sales more than a quarter below year-earlier levels. While sales declined, the number 
of homes available for sales increased such that inventory spiked to 9.0 months’ 
worth of sales—by far the highest since May 2010. Even so, the median price 
increased 3.6% m/m and stood 19.6% above the April 2021 level. We suspect that 
this partly reflects the type of homes available for sale (larger, more expensive) as 
builders prioritize higher price point offerings amid persistent shortages of building 
materials and appliances.   

 

 
The existing home market is clearly softening as well. Pending home sales dropped 
3.9% in April, marking the sixth consecutive decline, to settle 11.5% lower than a year 
previously. This isn’t much of a surprise, though, given the rise in mortgage rates and 
still very constrained inventory. 

After the big negative surprises from the Philly and Empire manufacturing surveys last 
week, it was a bit of a relief to see the Kansas Fed manufacturing survey best 
expectations this week. The index retreated just two points to 23. There were no 
major moves across components, the general message appearing to be that activity 
is still robust yet expected to moderate somewhat over the next six months. In regard 
to a special question about how long respondents expected supply chain challenges 
to persist, the vast majority (87%) answered six to twelve months or more. 

In recent months, personal spending has run substantially ahead of incomes, a 
combination that has caused the savings rate to decline precipitously to 4.4% in 
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April, the lowest level since 2008. This is not yet problematic in the aggregate 
because consumers still sit on abundant excess savings. However, the trend 
highlights building headwinds for consumer spending down the line, especially on 
discretionary items. For less wealthy consumers, those headwinds are likely already 
in play given their much smaller financial cushion. Personal income increased 0.4% in 
April, with wage and salary income up 0.6%. However, real disposable income was 
flat, having been in a slight downtrend for months. Nominal personal spending rose 
0.9% in nominal terms, with the prior month’s data revised higher in line with Q1 
revisions for consumer spending in the GDP accounts. Price measures came in 
marginally softer than expected, but this is all a relative statement given how high 
inflation remains. Headline PCE (personal consumption expenditure) prices rose 
0.2% and core PCE prices increased 0.3%. Both inflation measures decelerated three 
tenths to 6.3% y/y, and 4.9% y/y, respectively. The Fed will likely be encouraged by 
the recent downshift in core PCE monthly price increases but will continue to watch 
carefully to see that this recent trend is sustained. On the whole, this release 
diminishes the urgency for anything more aggressive than 50 basis point moves. The 
incremental (one tenth) pullback in short term inflation expectations in the final 
Michigan consumer sentiment survey for May will likely be welcome as well, although 
that remains at risk of reversing in June amid higher gasoline prices.  

FOMC consensus was already coalescing around the idea that 50 basis point moves 
are sufficient, according to minutes from the early May meeting. Chair Powell had 
said as much at the press conference, so this was no real news. Still, the minutes 
were quite explicit that “Most participants judged that 50 basis point increases in the 
target range would likely be appropriate at the next couple of meetings.” For our part, 
we do agree that a 50-bp hike in June seems all but guaranteed. But if incoming data 
show enough of a downshift by the late July meeting, there is a chance that the 
Committee may still opt for a smaller hike then. We found it interesting that “Many 
participants judged that expediting the removal of policy accommodation would leave 
the Committee well positioned later this year to assess the effects of policy firming 
and the extent to which economic developments warranted policy adjustments.”. This 
is not an explicit endorsement of the idea of a pause in the hiking cycle as some 
FOMC members had since suggested, but the fact that “many” felt this way gives the 
idea more weight in our view. It seems very unlikely to us that a reassessment at that 
stage would involve an acceleration in the pace of hikes rather than a 
slowdown/pause. In that regard, we couldn’t help by notice the two qualifiers in this 
paragraph (our italics): “At present, participants judged that it was important to move 
expeditiously to a more neutral monetary policy stance. They also noted that a 
restrictive stance of policy may well become appropriate depending on the evolving 
economic outlook and the risks to the outlook.” They are, to us, a reminder that 
nothing is really set in stone. 

 

Canada 
 

Retail sales were unchanged in March, bucking expectations for a 1.4% gain. Sales 
rose in 10 of 11 subsectors, led by higher sales at gasoline stations (+7.4%). 
However, all these gains have been offset by lower sales at motor vehicle and part 
dealers (-6.4%) which is the largest decline in this subsector since April 2020. 
According to the Bank of Canada (BoC), shortages in semiconductor chip are 
continuing to impact production and prices for motor vehicles. The BoC also noted 
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that while consumption growth for most goods is expected to moderate, spending on 
motor vehicles should pick up as supply chain shortages ease. Core retail sales, 
which exclude gasoline stations and motor vehicle and parts dealers, rose 1.5% in 
March. During Q1 2022, nominal retail sales rose 3.0%, the largest quarterly increase 
since Q3 2020. In volume terms, quarterly sales edged up 0.2%. 

UK 
 

Escalating economic uncertainty and cost of living caused a sharp loss of momentum 
in the private sector in May. According to preliminary estimates, the manufacturing 
PMI dropped 1.2 points to a sixteen-month low of 54.6. Meanwhile, the services PMI 
plunged 7.2 points to a fifteen-month low of 51.8. The good news is that both indexes 
continue to signal broad expansion and increases in employment. However, forward 
looking components weakened notably, with the manufacturing new orders barely 
above the neutral mark at 50.3 and the services incoming new business measure 
slowing to 52.8, the third consecutive decline and the lowest level since March 2021. 
Inflationary pressures remain elevated. However, while they intensified further in 
services, they retreated incrementally in manufacturing.  

 

Eurozone 
 

The region’s macro data flow this week was by no means strong, but it was 
encouraging. There was a certain degree of resilience, particularly in consumer and 
business sentiment indicators. For example, the German IFO index and the GfK 
consumer confidence index both improved marginally from the prior month, and the 
French business sentiment index was stable. This may indicate that the Ukraine 
invasion has now been largely incorporated into economic expectations. Given the 
risks to the eurozone economy outlook, we’ll take whatever good news we can get.  

In that same vein, it was good to see the PMI indexes (both manufacturing and 
services) holding in the mid-50s range, indicative of decent expansion. We’ll be 
particularly focused on the services PMI as the summer tourist season could prove 
robust despite war-related risks and higher cost of travel. The regional services PMI 
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index eased 1.4 points, but only to a still-elevated 56.3. Notably, employment rose to 
55.9, the highest level since 2007! Backlogs rose, incoming new business eased but 
remains robust, and the same was true for business expectations. The combination 
suggest the employment picture doesn’t look likely to deteriorate markedly in the near 
term, which in turn will support household incomes. Whether this will be enough to 
power consumption in the context of high inflation is less certain, but at least that leg 
of the stool is still standing.  

The picture was a little different on the manufacturing side. The manufacturing PMI 
lost 1.1 point to 54.4, which marks the lowest level since late 2000 yet solidly in 
expansion territory. But the details were more mixed. New orders dipped into 
contraction at 48.2, the first such development since June of 2020. Output, while 
improving from April, indicates only moderate growth at 51.2. Backlogs slipped, 
though are still in positive territory.  

Price pressures remain intense but did not get worse in May. All four price metrics 
(input and output, manufacturing and services) retreated slightly from very high levels. 

Japan 
 

The 0.3-point improvement in the composite flash PMI index for May (to 51.4) helps 
keep near-term growth concerns at bay in Japan. The services sector was entirely 
responsible for the gain as the service PMI advanced a full point to 51.7; by contrast, 
the manufacturing PMI eased 0.3 points to 53.2. However, this resilience masks more 
worrying drops of 1.3 and 1.0 points, respectively, in output and new orders, now at 
50.8 and 50.5, respectively. Supplier deliveries lengthened anew, with the 
corresponding metric at a new Covid-era low and worst since the 2011 tsunami; this  
underscores the impact of global supply bottlenecks originating primarily in China.  

This is echoed in the April services PPI inflation, which accelerated four tenths to 
1.7% y/y. It was mostly driven by overseas freight costs but the pulse was strong for 
hotel services, rental fees and advertainments as well. We expect all these areas to 
intensify the inflationary pulse in Japan. 
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Australia 
 

 

 

Nominal retail sales increased 0.9% in April, close to expectations. There were solid 
gains in both food at home (1.9%) and eating out (3.3%). Clothing sales also rose a 
solid 3.1%. By contrast, spending on household goods and at department stores 
declined by 2.7% and 2.5%, respectively. 

Meanwhile the preliminary May PMIs decelerated markedly but remained well within 
expansion territory. The composite PMI lost 3.4 points to 52.5, the manufacturing 
index retreated 3.5 to 55.3 and services declined 3.1 to 53.0.  

First-quarter capital expenditures declined unexpectedly, down 0.3% q/q versus the 
1.5% expected gain and the 1.1% improvement in the previous quarter. This is 
probably due to bottlenecks such as floods, as suggested by large declines in South 
Australia and Tasmania (-7.6% and -4.8%, respectively). Although the 1.7% drop in 
buildings and structures echoes with in the 0.9% decline in construction work done, 
spending on equipment, plant and machinery increased 1.2%. 
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Week in Review (May 23  – May 27) 

 

Country Release (Date, format) Consensus Actual Last Comments 

Monday, May 23 

GE IFO Business Climate (May) 91.4 93.0 91.9 (↑) Fine. 

JN Jibun Bank Japan PMI Mfg (May, prelim) n/a 53.2 53.5 Resilient; could be impacted by China slowdown. 

Tuesday, May 24 

US New Home Sales (Apr, thous) 750 591 709 (↓) Down 26.9% y/y. 

UK Manufacturing PMI (May, prelim) 55 54.6 55.8 Sixteen-month low. 

UK Services PMI (May, prelim) 57 51.8 58.9 Sharp momentum loss. 

EC Manufacturing PMI (May, prelim) 54.7 54.4 55.5 Still decent. 

EC Services PMI (May, prelim) 57.4 56.3 57.7 Good. 

GE Manufacturing PMI (May, prelim) 54.0 54.7 54.6 Still decent. 

GE Services PMI (May, prelim) 57.1 56.3 57.6 Good. 

FR Manufacturing PMI (May, prelim) 55.2 54.5 55.7 Still decent. 

FR Business Confidence (May) 105 106 106 OK. 

Wednesday, May 25 

US Fed Minutes    In line with expectations, not a market mover. 

US Durable Goods Orders (Apr, prelim) 0.6% 0.4% 0.6% (↓) A little softer than expected.  

GE GfK Consumer Confidence (Jun) -25.5 -26.0 -26.6 (↓) Trying to stabilize.  

GE GDP (Q1, q/q, final) 0.2% 0.2% -0.3% No surprises. 

FR Consumer Confidence (May) 89 86 87 (↓) Has softened a lot. 

JN Leading Index CI  (Mar, final) -- -- 101 Slight dip, not worrying. 

JN PPI Services (Apr, y/y) 1.5% -- 1.3% Driven by volatile items such as overseas freight.  

AU Private Capex (Q1, q/q) 1.5% -0.3% 1.1% Impacted due to floods. Could weigh on GDP. 

Thursday, May 26 

US GDP (Q1, q/q, second estimate) -1.3% -1.5% 6.9% Consumer spending revised higher. 

US Initial Jobless Claims (21 May, thous) 215 210 218 Extremely low historically. 

US Continuing Claims (14 May, thous 1,310 1,346 1,317 Extremely low historically. 

US Pending Home Sales (Apr, m/m) -2.0% -3.9% -1.6% (↓) Sixth consecutive decline. 

US Kansas City Fed Manf. (May) 18 23 25 Pleasant resilience. 

CA Retail Sales (Mar, m/m) 1.4% 0.0% 0.2% (↑) Much worse than expected 

IT Consumer Confidence Index (May) 99.9 102.7 100 Pleasant resilience. 

IT Manufacturing Confidence (May) 109.0 109.3 109.9 (↓) Pleasant resilience. 

IT Industrial Sales (Mar, m/m) -- 2.4% 2.9% (↑) Pleasant resilience. 

Friday, May 27 

US Personal Income (Apr) 0.5% 0.4% 0.5% Wage and salary income up 0.6%. 

US Personal Spending (Apr) 0.7% 0.9% 1.4%(↑) Savings rate plunged to 4.4%, lowest since 2008 

US U. of Mich. Sentiment (May, final) 59.1 58.4 65.2 Short term inflation expectations ticked lower. 

AU Retail Sales (Apr, m/m) 1.0% 0.9% 1.6% Driven largely by food costs. 

Source: for data, Bloomberg®; for commentary, SSGA Economics.  
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Week Preview (May 30– June 3) 

Country Release (Date, format) Consensus Last Comments 

Monday, May 30 

GE CPI (May, y/y, prelim) 7.6% 7.4%  

GE Retail Sales (Apr, m/m) -0.5% 0.9%(↑)  

JN Jobless Rate (Apr) 2.6% 2.6% Labor market to remain resilient. 

JN Retail Sales (Apr, m/m) 0.4% 1.7%(↓) May remain subdued. 

JN Industrial Production (Apr, m/m, prelim) -0.3% 0.3% Could come in negative due to slowing global demand. 

AU Private Sector Credit (Apr, m/m) -0.50% 0.4% Could mean revert. 

Tuesday, May 31 

US FHFA House Price Index (Mar, m/m) 2.0% 2.1%  

US S&P CoreLogic CS 20-City (Mar, m/m) 1.9% 2.4%  

US Conf. Board Consumer Confidence (May) 104.0 107.3  

CA GDP (Q1, saar) 5.2% 6.7% Solid gain. 

UK Mortgage Approvals (Apr, thous) 71.0 70.7  

GE Unemployment Claims Rate (May) n/a 5.0%  

FR CPI (May, y/y, prelim) 5.2% 4.8%  

FR GDP (Q1, q/q, final) n/a 0.7%  

IT GDP (Q1, q/q, final) n/a 0.6%  

JN Consumer Confidence Index (May) 33 33 Might recover due to reopening. 

JN Jibun Bank Japan PMI Mfg (May, final) n/a 53.5 Might be revised down due to low external demand. 

AU GDP (Q1, q/q) 0.6% 3.4% Could slow down due to weak demand. 

Wednesday, June 1 

US ISM Manufacturing (May) 55.4 55.4  

US JOLTS Job Openings (Apr, thous) n/a 11,549  

US Wards Total Vehicle Sales (May, mil) 14.5 14.3  

CA Bank of Canada Rate Decision 1.50% 1.00% More to come. 

UK Manufacturing PMI (May, final) 54.6 55.8 Manufacturing sector is losing momentum. 

EC Manufacturing PMI (May, final) 54.4 55.5  

GE Manufacturing PMI (May, final) 54.7 54.6  

IT Manufacturing PMI (May) n/a 54.5  

IT Unemployment Rate (Apr) 8.3% 8.3%  

Thursday, June 2 

US Initial Jobless Claims (28 May, thous) n/a 210  

US Factory Orders (Apr) 1.1% 1.8%  

Friday, June 3 

US Change in Nonfarm Payrolls (May, thous) 353 428  

US Unemployment Rate (May) 3.5% 3.6%  

US ISM Services Index (May) 57.0 57.1  

UK Nationwide House PX (May, m/m) n/a 0.3% House price appreciation might slow down. 

EC Services PMI (May, final) 56.3 57.7  

GE Services PMI (May, final) 56.3 57.6  

FR Industrial Production (Apr, m/m) n/a -0.5%  

Source: for data, Bloomberg®; for commentary, SSGA Economics. 
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Economic Indicators 

  

 

 

 

 

 

 

Central Bank Policy Targets

Region Target

Dec Jan Feb Mar Apr 

US Target: PCE price index 2.0% y/y 5.8 6.0 6.3 6.6 6.3 

Canada Target: CPI 2.0% y/y, 1.0%-3.0% control range 4.8 5.1 5.7 6.7 6.8 

UK Target: CPI 2.0% y/y 5.4 5.5 6.2 7.0 9.0 
Eurozone Target: CPI below but close to 2.0% y/y 5.0 5.1 5.9 7.4 7.4 

Japan Target: CPI 2.0% y/y 0.8 0.5 0.9 1.2 2.5 

Australia Target Range: CPI 2.0%-3.0% y/y 3.5 5.1 5.1 5.1 
Source: Macrobond

Key Interest Rates
Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22

US (top of target range) 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.50 0.50 

Canada (Overnight Rate) 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.25 0.50 1.00 

UK (Bank Rate) 0.10 0.10 0.10 0.10 0.10 0.10 0.25 0.25 0.50 0.75 0.75 

Eurozone (Refi) 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 

Japan (OCR) -0.05 -0.04 -0.04 -0.05 -0.03 -0.05 -0.02 -0.02 -0.01 -0.02 -0.02 

Australia (OCR) 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 0.10 

Source: Macrobond

General Government Structural Balance as a % of Potential GDP Forecast

2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

US -2.7 -2.5 -3.5 -4.2 -5.2 -6.1 -10.4 -8.0 -5.3 -4.6 

Canada -0.6 0.0 0.1 -0.3 0.0 -0.2 -8.6 -3.6 -2.3 -1.3

UK -3.9 -3.6 -2.8 -2.3 -2.4 -2.7 0.5 -3.2 -4.4 -2.0

Eurozone -0.7 -0.6 -0.5 -0.5 -0.3 -0.5 -4.5 -4.0 -3.5 -2.3 

Germany 1.2 1.2 1.2 1.1 1.6 1.3 -3.1 -2.6 -2.0 -0.5

France -2.5 -2.1 -2.0 -1.9 -1.5 -2.1 -5.9 -5.9 -5.3 -3.4

Italy -1.0 -0.6 -1.3 -1.6 -1.7 -1.0 -6.0 -4.6 -5.2 -3.7

Japan -5.4 -4.2 -4.1 -3.3 -2.5 -2.5 -8.1 -6.9 -7.3 -3.3

Australia -2.8 -2.6 -2.3 -1.6 -1.2 -4.1 -7.8 -7.7 -5.4 -3.6 

Source: International Monetary Fund, World Economic Outlook

Headline Consumer and Producer Price Inflation 

Dec Jan Feb Mar Apr Dec Jan Feb Mar Apr

US 7.0 7.5 7.9 8.5 8.3 10.0 10.1 10.4 11.5 11.0 

Canada 4.8 5.1 5.7 6.7 6.8 15.7 16.2 16.0 17.9 16.4 

UK 5.4 5.5 6.2 7.0 9.0 9.4 10.0 10.2 11.9 14.0 

Eurozone 5.0 5.1 5.9 7.4 7.4 26.4 30.7 31.5 36.8 

Germany 5.3 4.9 5.1 7.3 7.4 24.2 25.0 25.9 30.9 33.5 

France 2.8 2.9 3.6 4.5 4.8 17.3 20.3 20.2 24.4 

Italy 3.9 4.8 5.7 6.5 6.0 22.8 32.9 32.7 36.9 

Japan 0.8 0.5 0.9 1.2 2.5 8.9 9.2 9.8 9.7 10.0 

Australia 3.5 5.1 5.1 5.1 3.7 4.9 4.9 4.9 

Source: Macrobond

Year/Year % Change in Target

CPI Year/Year % Change PPI Year/Year % Change
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Economic Indicators 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Real GDP Growth (Q/Q Seasonally Adjusted)

Q1-21 Q2-21 Q3-21 Q4-21 Q1-22 Q1-21 Q2-21 Q3-21 Q4-21 Q1-22Jan Apr Jul Oct Jan Jan Apr Jul Oct Jan

US 1.5 1.6 0.6 1.7 -0.4 0.5 12.2 4.9 5.5 3.5 

Canada 1.2 -0.9 1.3 1.6 0.2 11.7 3.8 3.3 
UK -1.2 5.6 0.9 1.3 0.8 -5.0 24.5 6.9 6.6 8.7 

Eurozone -0.1 2.2 2.2 0.3 0.3 -0.9 14.6 4.1 4.7 5.1 

Germany -1.7 2.2 1.7 -0.3 0.2 -2.8 10.4 2.9 1.8 3.8 

France 0.2 1.5 3.0 0.8 0.0 1.6 19.1 3.5 5.5 5.3 

Italy 0.3 2.7 2.5 0.7 -0.2 0.1 17.7 3.9 6.2 5.8 

Japan -0.3 0.5 -0.7 0.9 -0.2 -1.7 7.4 1.2 0.4 0.5 

Australia 1.9 0.8 -1.9 3.4 1.3 9.6 4.0 4.2 
Source: Macrobond

Industrial Production Index (M/M Seasonally Adjusted)

Dec Jan Feb Mar Apr Dec Jan Feb Mar Apr

US -0.3 0.8 1.0 0.9 1.1 3.5 3.2 7.5 5.4 6.4 
Canada 0.0 -0.1 1.1 2.2 1.5 4.5 

UK 0.3 0.9 -0.3 -0.2 0.9 3.3 2.1 0.7 
Germany 1.0 1.4 0.1 -3.9 -2.8 0.7 2.8 -3.3 
France -0.1 1.8 -1.2 -0.5 -0.1 -1.3 2.1 0.1 

Italy -1.0 -3.3 4.0 0.0 4.9 -2.1 3.3 2.9 
Japan 0.2 -2.4 2.0 0.3 2.8 -1.6 0.5 -0.8 

Source: Macrobond

Unemployment Rate (Seasonally Adjusted)

Jun-21 Jul-21 Aug-21 Sep-21 Oct-21 Nov-21 Dec-21 Jan-22 Feb-22 Mar-22 Apr-22

US 5.9 5.4 5.2 4.7 4.6 4.2 3.9 4.0 3.8 3.6 3.6 

Canada 7.6 7.4 7.1 7.0 6.8 6.1 6.0 6.5 5.5 5.3 5.2 

UK 4.6 4.5 4.3 4.2 4.1 4.1 3.9 3.8 3.7 

Eurozone 7.9 7.6 7.5 7.3 7.2 7.1 7.0 6.9 6.9 6.8 

Germany 5.8 5.6 5.5 5.4 5.4 5.3 5.2 5.1 5.1 5.0 5.0 

France 8.1 7.9 7.8 7.6 7.5 7.4 7.5 7.4 7.4 7.4 

Italy 9.4 9.1 9.1 9.0 9.2 9.0 8.8 8.6 8.5 8.3 

Japan 2.9 2.8 2.8 2.8 2.7 2.8 2.7 2.8 2.7 2.6 

Australia 4.9 4.6 4.5 4.7 5.2 4.6 4.2 4.2 4.0 3.9 3.9 

Source: Macrobond

Current Account Balance as a % of GDP (Seasonally Adjusted)

Q3-19 Q4-19 Q1-20 Q2-20 Q3-20 Q4-20 Q1-21 Q2-21 Q3-21 Q4-21 Q1-22

US -2.2 -1.9 -2.1 -3.2 -3.3 -3.3 -3.4 -3.5 -3.8 -3.6 

Canada -2.2 -1.6 -3.2 -1.1 -2.0 -0.8 0.1 0.1 0.1 -0.1 

UK -2.5 0.5 -2.2 -1.4 -1.4 -4.8 -2.2 -2.0 -4.9 -1.2 
Eurozone 3.1 1.6 0.7 1.4 2.7 3.1 3.7 3.2 2.6 0.8 1.2 

Germany 7.8 7.4 6.8 5.2 7.3 8.3 9.0 7.8 7.1 6.5 5.2 

France -0.6 -0.4 -1.4 -3.5 -2.1 -0.9 -0.8 -0.3 -0.7 -1.4 -0.8 

Japan 4.3 3.7 4.6 4.2 3.6 4.0 3.4 3.1 3.4 3.5 3.5 

Australia -1.5 -2.5 -2.8 -3.5 -2.2 -2.7 -2.2 -1.4 -0.2 1.2 

Source: Macrobond

Month/Month % Change Year/Year % Change

Quarter/Quarter % Change Year/Year % Change
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