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Last week’s job’s report showed the economy added 172k jobs in May, lifting
average monthly job gains to 114k per month year-to-date. That is an
encouraging sign after job growth effectively stalled in 2025. In addition,
we’re seeing clear evidence that job growth is broadening outside of
healthcare, which was essentially the only industry adding to headcount last
year.

Despite stronger job growth, the unemployment rate has declined only
modestly in 2026, edging down to 4.30% in May from 4.38% at year-end.

The fact that the unemployment rate hasn’t fallen further is somewhat
surprising. Most estimates suggested the level of job growth needed to keep
the unemployment rate stable had fallen to effectively zero heading into
2026. If so, job gains this year should have already pushed the unemployment
rate closer to 4.0% by now.

We estimate the breakeven pace of job growth has risen from roughly zero at
the end of 2025 to about 60k per month more recently. That is a positive sign
for underlying growth, even if we confess that the reasons for the
improvement remain somewhat elusive. There has been a modest easing in
immigration enforcement since last fall, suggesting the bulk of the headwind
from weaker net immigration may be behind us.

Focus this week will be on the May CPI release. PNC expects core inflation to
have increased 0.4% in May, lifting the year-on-year gain to 3.0% from 2.7% -
the fastest pace since September 2025.
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Job growth strong in the spring...

The May jobs report was strong. The economy
added 172k jobs in May versus expectations of 88k,
and job growth in April and March was revised up by
a total of 93k. This brings the three-month average
of job growth to 188k per month, the fastest pace
since 2023 and a clear acceleration from the near
stall-speed pace in 2025.

Figure 1: Nonfarm payroll job growth
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Even more encouraging is that the breadth of job
growth continues to improve. More industries are
adding to headcount outside of healthcare,
suggesting the improvement in the labor market
may prove more durable. Employment and the labor
force participation rate for prime-age workers both
increased and remain near multidecade highs,
indicating that the labor market remains near full
employment.

Figure 2: Payroll job growth ex. healthcare
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... but only a modest decline in the
unemployment rate

Despite the improvement in job growth, the
unemployment rate has declined only modestly in
2026, from 4.38% at year-end to 4.30% in May.

Figure 3: Unemployment rate (%)
4.8%
4.6%
44%
42%
4.0%
3.8%
3.6%
3.4%
3.2%

3.0% T T T T
22 23 24 25 26

Sources: BLS, PNC

This is somewhat puzzling. Most researchers,
including us, had estimated that the breakeven
pace of job growth - the level needed to keep the
unemployment rate stable — had fallen close to zero
heading into 2026. If that were the case, the
unemployment rate would be closer to 4.0% today
than 4.3%.

We argue that the breakeven pace of job growth
has started to rise in 2026, from roughly Ok per
month at the end of 2025 to over 60k per month
more recently. This is a positive signal for underlying
growth and demand heading into the second half of
the year.

Estimating “breakeven” level of job
growth

Estimating the breakeven pace of job growth has
garnered increased attention in recent years, as
shifts in immigration and population growth have
driven meaningful swings in labor supply. Most
estimates rely on projections of population growth
and net immigration. While reasonable, one
complication is that these series are difficult to
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measure in real time and are often subject to large
revisions.

Figure 4: Estimates of breakeven job growth
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Instead, PNC’s approach relies on information from
both the Establishment and Household Surveys. We
combine job growth from the Establishment Survey
with labor market ratios from the Household Survey
(e.g., the unemployment rate) to construct a
backward-looking estimate of breakeven job
growth over the past six months. While backward-
looking, the series tends to be relatively stable,
allowing for short-term extrapolation of underlying
trends.

The first step is to estimate the level of the labor
force consistent with payroll job growth in the
Establishment Survey of employers. This serves two
purposes. First, payroll employment is less noisy and
better captures changes in population growth and
immigration than household employment. Second,
the Bureau of Labor Statistics does not continuously
revise the Household Survey over time; instead,
historical revisions are incorporated in a single
month each year, creating level shifts that
complicate the construction of a consistent
breakeven series.

With a smoother time series of labor supply
consistent with payroll job growth, we then estimate
the level of job gains needed to keep the
unemployment rate stable over the prior six months.
Our estimates are broadly in line with others,
including the Dallas Fed, but rely less on population
growth assumptions and can be updated in real
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time. While breakeven job growth remains low
compared to a few years ago, it has steadily
increased so far in 2026 after falling to near zero in
late 2025.

Breakeven job growth fell rapidly in 2024 and 2025
as weaker demographic trends, both from an aging
population and weaker net immigration, weighed
on labor supply. In particular, much more strict
enforcement of illegal immigration under the Trump
Administration has lowered net immigration, with
some estimates suggesting it has fallen below zero.

Figure 5: Estimate of net unauthorized net
immigration
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While there is some evidence that enforcement has
moderated in recent months, the changes appear
modest. It's possible that self-deportations have
slowed, limiting the outflow from immigration,
although that remains largely speculative.
Whatever the reason, the improvements in trend job
growth and breakeven employment are positives
for aggregate demand and activity heading into
the second half of the year.

Core inflation expected to have
accelerated in May

Consumer inflation surged 0.9% month-on-month in
March as the conflict in the Middle East drove
gasoline prices up a seasonally adjusted 22.3%.
While consumer inflation slowed to 0.6% in April, gas
prices continued to increase through May. Average
gasoline prices in April and May were $4.11 and $4.51
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respectively, which translates to a seasonally-
adjusted growth rate of 8.2%. Based on the weight
of gasoline in the CPI, the rise in gasoline prices will
boost May inflation by 24 basis points, up from 20
basis points in April but down sharply from 65 in
March. Overall, PNC expects the CPI to rise 0.7% in
May, partially due to rising gas and food prices but
also due to secondary effects as higher energy
prices filter through the U.S. economy. An increase
of that magnitude in the overall CPI would push the
year-ago growth rate up to 4.4%, the highest since
April 2023.

Figure 6: Headline CPI (m/m, % chg.)
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Figure 7: Core CPI (m/m, % chg.)
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Core CPI - which excludes food and energy prices -
has averaged 0.3% growth thus far in 2026. PNC
expects core CPI growth to accelerate slightly to
0.4% in May. That would lift the year-on-year gain to
3.0% from 2.7%. — the fastest pace since September
2025.
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Data preview

Besides CPI, we receive trade, housing, producer
prices, jobless claims, and consumer sentiment data
this week. We will be watching the April trade report
for signs of how tariff-related distortions are
affecting goods flows and the broader growth
picture. The goods deficit likely narrowed as tariffs
weighed on imports, while the services surplus may
have narrowed modestly on more expensive
airfares. Overall, a narrower trade deficit would
support second-quarter real GDP growth.

We expect a small increase in May existing home
sales, helped by lower mortgage rates at the end of
April and start of May. But housing remains
constrained by affordability pressures, limited
inventory, and the lock-in effect from homeowners
with much lower mortgage rates. Sales are likely to
remain subdued and face renewed headwinds from
the rebound in mortgage rates.

The producer price index will provide a look at
upstream inflation pressures from the oil price
shock. We expect PPl growth to moderate from
April’s very strong pace, but remain elevated. PPI
subcomponents feed into the PCE price index,
particularly in services categories, and are useful for
gauging future pressure on the CPI.

The jobs report last week validated recent trends in
initial jobless claims, which remain contained and
below historical averages. Absent a pickup in
layoffs, continued job growth could push the
unemployment rate lower and keep market
attention on potential rate hikes.

Finally, consumer sentiment should improve
modestly, helped by equity market gains. Still,
sentiment remains near record lows, reflecting
elevated prices, high borrowing costs, and
uncertainty around the outlook. We continue to
watch inflation expectations for signs of pressure on
near-term prices and how anchored long-term
expectations remain.
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Additional charts and tables

Table 1: Data release calendar

Release | Date Time Period PNC Consensus Last actual

Key Releases

NY Fed 1-Yr Inflation Expectations Mon 6/8 11:00 am May -- 3.72% 3.64%
NFIB Small Business Optimism Tue 6/9 6:00 am May -- 96.0 95.9
ADP Weekly Employment Change Tue 6/9 8:15 am Sat 5/23 -- -- 35.750k
Trade Balance Tue 6/9 8:30 am Apr -$54.2b -$56.5b -$60.3b
Imports M/M Tue 6/9 8:30 am Apr -- 1.2% 2.3%
Exports M/M Tue 6/9 8:30 am Apr -- 2.6% 2.0%
Existing Home Sales Tue 6/9 10:00 am May 4.06m 4.06m 4.02m
Wholesale Inventories M/M Tue 6/9 10:00 am Apr F -- 0.6% 0.5%
MBA Mortgage Applications Wed 6/10 7:00 am Fri 6/5 -- -- -2.5%
CPIM/M Wed 6/10 8:30 am May 0.7% 0.5% 0.6%
Core CPIM/M Wed 6/10 8:30 am May 0.4% 0.3% 0.4%
Federal Budget Balance Wed 6/10 2:00 pm May -- -$275.0b $215.0b
Initial Jobless Claims Thu 6/1 8:30 am Sat 6/6 217k 219k 225k
Continuing Claims Thu 6/11 8:30 am Sat 5/30 -- 1785k 1777k
PPI Final Demand M/M Thu 6/1 8:30 am May 0.6% 0.7% 1.4%
Household Change in Net Worth Thu 6/11 12:00 pm 1Q -- -- $2173b
U. of Mich. Sentiment Fri6/12 10:00 am JunP 46.2 46.0 44.8
U. of Mich. 1 Yr Inflation Fri6/12 10:00 am JunP - 4.9% 4.8%

Source: Bloomberg, PNC
*Released prior to publication

Trade Balance
e  The goods deficit narrowed 3%-4% in April from the same time last year under tariff impacts, while the services surplus likely
narrowed slightly from last month under more expensive airfares.

Existing Home Sales
e Asmallincrease in existing home sales is projected in May on lower mortgage rates.

CPIM/M
e The CPlis expected to rise 0.7% in March, partially due to rising gas and food prices but also due to secondary effects as higher
energy prices filter through the U.S. economy.

Core CPIM/M
e  Core CPI growth is forecast to remain unchanged from last month.
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Initial Jobless Claims
. Initial jobless claims are forecast to drop somewhat but remain range bound.

PPI Final Demand M/M
. PPI growth is projected to moderate to half of the previous month’s pace but remain elevated.

U. of Mich. Consumer Sentiment
. Consumer sentiment is expected to improve marginally in May on continued equity market gains.

Weekly Economic Roundup | 6



PNC Economics Research 08 June 2026

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. To the extent that these materials
reference PNC data, such materials are not intended to be reflective or indicative of, and should not be relied upon as, the
results of operations, financial condition or performance of PNC.

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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