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e The topline ISM Services PMI was 51.8 in October 2023. The Business Activity component
of the ISM Services PMI report receded to 54.1 for October 2023

e Hiring momentum in services industries slowed according to the October 2023 ISM
Services PMI Employment component (50.2)

e Services industries’ pricing trends remained steady, with the Prices component of the ISM
Services PMI at 58.6

The ISM Services PMI report came in at 51.8 in October 2023. This is down from 53.6 in September and
represents a second consecutive monthly retreat in the topline index. The ISM Services index measures
net activity among service industry businesses, with a reading of 50 implying an even split between those
indicating expansionary and contractionary conditions. The ISM Services has not dipped below the
breakeven threshold of 50 since December of 2022 (49.2), but the October 2023 result is built upon
details that appear to be trending away from expansionary conditions.

The Business Activity component index gave back 2023’s summer months expansion, falling to 54.1 for
October 2023. The Business Activity component had climbed from 51.5 in May 2023 to post four months
of 57+ results. Service providers faced with slowing current business activity and still-strong wage growth
will be faced with difficult decisions entering the holiday shopping and recreation season. Efforts to hire
workers will put a strain on profits as labor costs rise, and the prospect of weaker spending in the coming
months may force a reevaluation of the very need for those workers. Indeed, the Bureau of Labor
Statistics’ Employment Situation report — also released on Friday morning (11/2/23) — showed that
Leisure & Hospitality hiring in October 2023 was less than one-third of the pace seen in October 2022.

The ISM Service PMI’'s own Employment component index saw a stark decline in October 2023 to 50.2 —
barely above the breakeven threshold of 50 that indicates ongoing expansion across service industries.
This result is down from 54.7 and 53.4 in August and September. As the sharp drop in the current
Business Activity component for October implies that demand for labor in the U.S. economy’s services
sector may well be easing after the constant struggle to find workers dominated headlines since the end
of the pandemic.

The New Orders component of the ISM Services PMI bounced to 55.5 for October 2023. This forward-
looking component of the over ISM Services PMI does offer a salve against the less-rosy current
conditions elements of the report for the month. With holiday spending potential ramping up in the coming
months, a New Orders rebound could imply a turnaround in the Employment and Business Activity sub-
indices that have begun to stumble over the past two months.

The October 2023 ISM Services PMI offers further evidence that the 12 to 18 month lag of monetary
policy effects are running their course and slowing the U.S. economy on cue. Recall that the four
consecutive 75 basis point hikes from the Fed occurred from June through November 2022, setting up
their impact to reach a crescendo in these final months of 2023 and entering next year. PNC does not
expect any further interest rate hikes from the Fed during this tightening cycle and continues to see a mild
recession beginning in spring-2024 as the most likely scenario as restrictive financial conditions and
stretched household balance sheets join forces to undercut consumer spending potential. A slowdown in
service spending — as the largest share of personal consumption expenditures (67% of total in 2023Q3) —
is necessary for that scenario to play out, and the October 2023 ISM Services PMI offers evidence that
such trends are manifesting.
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Action Economics Survey Range Last PNC’s Comment
Actual

FOMC on hold the funds rate steady at their
December 13 meeting and all during the first
half of 2024, before rate cuts begin next
summer.

Fed Funds Rate Target
Range Mid-Point (after the 5.38-5.38% 5.38% 5.38%
FOMC meeting on 12/13/23)

Up 0.1%. Gasoline prices fell by close to

0,
Oct CPI (11/14, Tuesday) 0.0-0.2% 0.1% (%é /:) 4.5%. The Y/Y rise slows to 3.4% from 3.7%
P in September.
Oct CPI (ex-food & energy) 0.3 - 0.4% 0.3% 0.3% Up 0.3%. The Y/Y rise slows to 4.0% from
(11/14, Tuesday) coene o (Sept) 4.1% in September.
Oct Retail Sales ) 0 190 0.7% Up 0.2%. Both vehicle and gasoline sales
(11/15, Wednesday) 0.6100.3% 0.2% (Sept) fell.
Up 0.3%. Control sales (excluding vehicle,
Oct Retail Sales (ex-auto) -0.3 t0 0.3% 0.0% 0.6% building materials, gasoline station and
(11/15, Wednesday) ‘ o o (Sept) restaurant sales) rose 0.4% on strength in
online sales.
0.5%
Oct PPI (11/15, Wednesday) -0.1t00.3% 0.1.% (Sept) Up 0.1%
Oct PPI (ex-food & energy) . . 0.3% .
(11/15, Wednesday) 0.1-0.3% 0.2% (Sept) Up 0.2%.
Sept Business Inventories Ao 0 0.4% 0
(11/15, Wednesday) 0.2-0.5% 0.4% (hug) ~ UPOA%




Action Economics Survey Range Last PNC’s Comment
Actual

Oct Export Price Index ) 0 n o 0.7% 0
(11/16, Thursday) 1.0t00.1% 0.5% (Sept) Down 0.4%.
0,
Oct Import Price Index -0.5t00.1% -0.3% (g'; /E) Down 0.5%.
(11/16, Thursday) P
Initial Claims, Wk of 11/11/23 205K - 225K 220K (1 $/147/§3) Up to 220K.
(11/16, Thursday)
Oct Industrial Production 0.3% Down 0.2%. Manufacturing production fell
-0.9to -0.1% -0.4% ept y 0.3% reflecting the impact of the
(11/16, Thursday) 0.9 to -0.1% 0.4% (Sept) by 0.3% reflecting the i f the UAW
strike (settled at the end of last month).
Oct Capacity Utilization 50 a0 0 79.7% .
(11/16, Thursday) 79.0 - 79.8% 79.6% (Sept) Down to 79.4%.
Oct Housing Starts - 1.358M  Up to 1.40 million. Building permits up to
(11/17, Friday) 1-250-1.425M —1.347M ooy 1.50 miltion.

Oct Leading Indicators -0.7%

(11/20, Monday) -0.8t0 0.3% -0.5% Down 0.5%.

(Sept)
Oct Existing Home Sales 3.960M -
(11/21, Tuesday) 3.780 - 4.000M 3.910M (Sept) Down to 3.90 million.

. o .
Oct Durable Goods Orders 3.7 to 3.4% -3.3% 4T oD:dVZ:sgél{oa?‘tse\;egiy V'?Jlritllse ;I\;Ir:fnaaslict;?cf)t
(11/22, Wednesday) ’ e o (Sept) gJump P
months.
Nov U. Mich. Consumer 404
Sentiment (final) 60.4 - 63.0 60.4 . Uptoél.
(Nov prelim)

(11/22, Wednesday)




Monthly Calendar of Economic Data: November 2023

Nov 14
Consumer Price Index
Total Core
Aug 0.6 0.3
Sept 0.4 0.3
Oct
Nov 15
Retail Sales
Total Ex-Autos
Aug 0.8 0.9 Aug
Sept 0.7 0.6 Sept
Oct Oct
Nov 16
Unemployment Claims (000)
July Aug Sept Oct
249 250 217 211
237 240 221 200
228 232 202 212
221 229 205 220
227 209

October Import Prices

Nov 17
Housing (000)
Starts Permits
Aug 1.269 1.541
Sept 1.358 1.473
Oct
Nov 20
Leading Indicators
Aug -0.5
Sept -0.7
Oct
Nov 22
Durable Goods
Total Ex-Transp.
Aug -0.1 0.5
Sept 4.7 0.5

Oct

Nov U. Mich. Consumer Sentiment (final)

Producer Price Index
Total Core Inv
0.7 0.2 Ju[y 0.1
0.5 0.3 Aug 0.4

Sept

Industrial Prod | Cap Util

Nov Aug 0.0 79.5
217 Sept 0.3 79.7
Oct
Nov 21
Existing Home Sales (000)
Aug 4.040
Sept 3.960
Oct

Mfg and Trade

N PNC

Sales
0.8
1.3
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Disclaimer: The material presented is of a general nature and does not constitute the provision of investment or economic advice to any
person, or a recommendation to buy or sell any security or adopt any investment strategy. 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.
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Visit pnc.com/economicreports for more information from PNC Economics.
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