PNC Economics Research

28 May 2026

Inflation Still High in April, With Readl

Income Down 1% Over the Past Year
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* Inflation remained elevated in April, with the PCE price index up close to

4% from a year earlier.
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* Nominal after-tax income fell 0.1% in April. Real after-tax income was

down more than 1% from a year earlier.

* Real consumer spending was up 0.1% in April. Real spending growth is
positive but slowing due to the softer labor market and high inflation.

=  Withinflation above the Fed’s objective and moving higher, the fed
funds rate will remain in its current range throughout 2026.

Details

Inflation remained high in April, with the personal
consumption expenditures price index up 0.4%,
following a 0.7% increase in March. Core inflation,
excluding food and energy, was more contained, up
a moderate 0.2% in April after a 0.3% increase in
March. A 3.9% increase in energy prices pushed
overdllinflation higher in April; that followed an 11.6%
increase in energy prices in March following the U.S.-
Israeli military action against Iran.

On a year-ago basis, overall PCE inflation was 3.8%
in April, up from 3.5% in March and 2.9% in February.
Year-over-year inflation in April was at its highest
level since May 2023. Core inflation was 3.3% year-
over-year in April, up from 3.2% in March and below
3% in most of 2025. Core PCE inflation has not been
this high since late 2023. The PCE price index is the
Federal Reserve’s preferred inflation measure, and
both overall and core inflation are well above the
central bank’s 2% objective. Particularly worrisome
is the acceleration in core inflation. Given core

inflation that is more than a percentage point above
what the FOMC would like and is moving even
higher, federal funds rate cuts are very unlikely in the
near term.

Figure 1: Core PCE Inflation (y/y % chg)
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Personal income, before adjusting for inflation, was
flat in April from March. Wages and salaries rose
0.2% over the month, with a big decline in small
business profits due to the timing of farm payments.
Disposable (after-tax) income fell 0.1% over the
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month with an increase in tax payments. On a year-
ago basis nominal (before inflation adjustment)
after-tax income rose 2.6%, the weakest growth
since mid-2022. Weak job and wage gains are
leading to slower nominal income growth.

Given big price increases in recent months, the real
(inflation-adjusted) income results were very soft.
Real after-tax income dropped 0.5% in April, after
declines of 0.2% in March and 0.5% in February. This
predates the recent pickup in inflation; real
disposable income has been flat or down in six of
the last seven months. Real disposable income was
down 1.1% from a year earlier in April. This is the
largest decline in real income since late 2022.
Excluding the pandemic era and distortions caused
by changes in tax rates in 2013, this is the largest
year-over-year decline in real after-tax income
since the Great Recession in 2009.

Figure 2: Real Personal Disposable Income (y/y %

chg)
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Consumer spending rose 0.5% before adjusting for
inflation in April from March. Nominal energy
spending rose 5.5% over the month, following a 21%
increase in March. Real consumer spending rose
0.1% in April. On a year-ago basis real consumer
spending was up 2.1% in April, the same rate as in
March. Real consumer spending growth has slowed
from above 3% a year ago as the softer labor market
and now higher inflation are weighing on
consumers.

High energy prices are taking a toll on the U.S.
economy in the spring of 2026, according to the April
personal income and outlays report from the Bureau
of Economic Analysis. Both overall and core inflation
are running at their highest paces in a few years,
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moving even further above the Federal Reserve’s
inflation target of 2%. Weaker job and wage gains
are weighing on nominal household income growth,
and after adjusting for inflation household income is
down more than 1% over the past year, the type of
drop normally associated with recession. But
consumer spending is holding up better; there was a
small drop in real spending in April from March, but
it was still up more than 2% from a year earlier.
Larger tax refunds from the One Big Beautiful Bill are
offsetting higher energy prices, although that lift will
fade over the next couple of months.

The outlook for consumer spending is soft. A weaker
labor market and high inflation are major drags and
the boost from tax refunds will fade. Interest rates
remain elevated with no relief expected anytime
soon. One positive is the strong stock market, which
is supporting spending by high-income households.

The April PCE price index data confirm that the Fed
will remain on hold in the near term. Inflation is too
high for the central bank’s liking and is moving in the
wrong direction. Particularly worrisome is the pickup
in core inflation, which has been above 3%
throughout 2026. PNC expects that the fed funds
rate will remaininits current range of 3.50% to 3.75%
throughout this year and into 2027. The fed funds
futures market is currently pricing in a less than 1%
probability of a rate cut this year, with a more than
50% probability of at least one fed funds rate
increase by the end of 2026.

The S&P 500 opened slightly lower this morning, with
a less than 1 basis point increase in the 10-year
Treasury yield to 4.49%.

Figure 3: Real Consumer Spending (m/m % chg)
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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