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Headlines   

 Last week’s partial government shutdown disrupted the data flow, pushing 

the January jobs report to this Wednesday. As a result, this week is unusually 

data-heavy, with December Retail Sales on Tuesday followed by January 

CPI on Friday. 

 

 The data we did get last week was mixed, with some early signs of a rebound 

in manufacturing activity yet continued weakness in labor market 

indicators, with job openings falling to the lowest level since the pandemic. 

 

 We expect the economy added 75k jobs in January, with the unemployment 

rate holding at 4.4%. Tuesday’s release will also include sizable downward 

revisions to prior month’s job growth estimates – roughly 60k – 70k per 

month – reinforcing that 2025 was one of the weakest years for job growth 

on record outside of recession. 

 

 Friday’s CPI report is expected to show firmer inflation in January, with Core 

CPI rising 0.4% m/m, up from 0.2% in December. We also expect continued 

evidence of tariff pass-through to goods prices, alongside a modest boost 

from seasonal adjustment distortions that often affect start-of-year inflation 

readings. 
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Government shutdown ends, setting 

up packed data week 

The federal government briefly shut down last week 

but reopened Tuesday night after President Trump 

signed a $1.2 trillion funding package that keeps 

nearly all federal agencies – outside of DHS – 

funded through September 2026. 

While the macroeconomic impact of the shutdown 

itself should be minimal, it nonetheless disrupted the 

economic data calendar, delaying several key 

releases and setting up an unusually heavy data 

week ahead. December Retail Sales are scheduled 

for release on Tuesday, followed by the January jobs 

report on Wednesday and January CPI on Friday. 

The data that were released last week painted a 

mixed picture. On the positive side, there appear to 

be early signs of a rebound in manufacturing 

activity. The ISM Manufacturing Index rose sharply 

in January, reaching its highlight level in several 

years and marking the first month of expansion 

since last January. 

Figure 1: ISM manufacturing index 

 

Labor market data, however, were more downbeat. 

The December JOLTS report showed job openings 

falling by nearly 400k in January, the lowest level 

since the pandemic, pointing to continued cooling in 

labor demand. In addition, alternative job growth 

indicators – including ADP and Revelio – signaled 

weak employment gains in January, while initial 

unemployment insurance claims increased 

somewhat, albeit to a still historically low level. 

Figure 2: Monthly private-sector job growth 

estimates  

 

Figure 3: Job openings continue to fall 

 

“Low hire, low fire” job market likely 

continued in January 

We expect the upcoming employment report to 

show that the “low‑fire, low‑hire” labor‑market 

regime persisted into January, keeping the 

unemployment rate at 4.4% even as nonfarm 

payrolls rose about 75k, driven entirely by 

private‑sector job gains.  

Risks around the print remain two‑sided: January 

seasonal factors can be unusually supportive, 

potentially boosting the headline despite subdued 

underlying hiring, while annual benchmark revisions, 

updated seasonal factors, and changes to the BLS 

birth–death model could expose softer underlying 

trends and add volatility to the month‑to‑month 

changes. In addition, retirements of federal workers 

tied to DOGE‑related deferred resignations could be 
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larger than anticipated, posing further downside 

risk to payrolls. 

Figure 4: Unemployment rate 

 

Claims data continue to reinforce the “low‑fire” part 

of the narrative. Despite a sizeable bump last week, 

the four-week moving average of initial claims 

remain near the low end of their post‑pandemic 

range – 212k in the week ending January 31 – 

indicating employers remain reluctant to lay off 

workers. The four-week moving average of 

continuing claims fell to 1.851 million, the lowest level 

since late‑2024, suggesting that separations are not 

translating into sustained increases in insured 

unemployment. JOLTS data tell a similar story: the 

private‑sector layoff rate of 1.1% layoff rate remains 

consistent with a historically low and steady layoff 

environment. 

Figure 5: Initial unemployment insurance claims 

 

However, labor demand is clearly softening. 

According to the consumer confidence survey from 

the Conference Boad, fewer consumers are 

reporting jobs as “plentiful” and more as “hard to 

get,” pushing the labor‑market differential to its 

lowest point since early 2021 – historically a signal of 

rising unemployment pressures. We also see this in 

measures of labor demand. Job openings fell by 

nearly 400k in January, leading the 

openings‑to‑unemployed ratio to fall further below 

1.0 (0.87) to its lowest levels since 2017 outside of 

pandemic distortions.  

Income growth is also slowing, with nominal 

personal income rising only 0.1% in October and 

0.3% in November, while real after‑tax income 

growth decelerated to 1.0% year‑over‑year – its 

weakest pace since late 2022 – reflecting weaker 

job gains and moderating wage growth. This aligns 

with the Atlanta Fed Wage Growth Tracker’s 

indication that wage growth has cooled back 

toward more normal rates. 

Figure 6: Atlanta Fed wage growth tracker 

 

Payroll jobs likely to be revised 800k 

lower in January print 

The January jobs report will also incorporate the 

BLS’s annual benchmark revisions, which we expect 

will show that payroll levels were overstated by 

roughly 800k between April 2024 and March 2025 –

equivalent to about 60k–70k jobs per month. In 

addition, the BLS is introducing an updated 

birth/death model that incorporates real‑time 

sample information, a change that should further 

reduce reported job growth in the months following 

March as the model more accurately captures 

weaker firm creation dynamics. New seasonal 
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adjustment factors introduced with the benchmark 

will likewise shift the historical path of monthly gains 

and complicate interpretation of the January print. 

Even before these revisions, job growth in 2025 was 

exceptionally weak. Once the BLS applies 

benchmark and modeling changes, the data will 

likely show that job growth was essentially zero last 

year – consistent with the lowest annual gains 

observed outside of recession. This reinforces the 

idea that given reduce immigration the “breakeven” 

pace of job growth needed to stabilize the 

unemployment rate may currently be very low, and 

at times even negative. In other words, the labor 

market can sustain very small payroll gains without 

generating meaningful upward pressure on 

unemployment. 

Figure 7: Payroll jobs expected to decline following 

revisions 

 
 

The recent stabilization of the unemployment rate 

despite extremely soft hiring suggests that labor 

supply has declined in tandem with labor demand. 

Lower job openings, reduced job switching, and 

softer household measures of employment all point 

to a labor market where both sides of the market 

have cooled simultaneously, allowing the 

unemployment rate to hold steady even as 

underlying momentum weakens. 

 

 

Inflation expected to have firmed in 

January 

We expect January CPI to firm notably, with core 

CPI increasing by 0.4% m/m and headline 

increasing 0.3%. January is historically a seasonally 

strong month, and this year that effect should be 

amplified by tariff‑related price pass‑through, 

which continues to show up cleanly across a broad 

set of goods categories. Anecdotal evidence 

suggests that retailers were waiting for the holiday 

season to end before passing on additional tariff 

costs, creating upside risk to core goods prices in 

26Q1. Used car prices also look set for a modest 

rebound in January in line with wholesale trends. 

On the services side, we expect a slight moderation 

following December’s strength. Lodging and 

airfares should retrace part of last month’s outsized 

gains, and underlying services inflation should 

continue to cool gradually as wage growth 

normalizes. Shelter inflation is also poised to slow 

further, consistent with the trend in new lease rent 

indicators, though monthly prints may still be 

choppy. 

More data this week 

The business data calendar this week also includes 

a release for retail sales on Tuesday. PNC forecasts 

retail sales to have risen by 0.6% m/m in December. 

We also look to jobless claims on Thursday to see if 

last week’s spike is the start of a more durable trend, 

especially amid surging corporate layoff 

announcements.  
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Table 1: Data release calendar 

Release Date Time Period PNC  Consensus  Last actual 

Key Releases       

NY Fed 1-Yr Inflation Expectations Mon 2/9 11:00 am Jan  -- -- 3.42% 

NFIB Small Business Optimism Tue 2/10 6:00 am Jan  -- 99.80 99.50 

ADP Weekly Employment Change Tue 2/10 8:15 am Sat 1/24  -- -- 7.750k 

Import Price Index M/M Tue 2/10 8:30 am Dec  0.20% -- 0.00% 

Export Price Index M/M Tue 2/10 8:30 am Dec  0.30% -- -- 

Employment Cost Index Tue 2/10 8:30 am 4Q  0.90% 0.80% 0.80% 

Retail Sales Advance M/M Tue 2/10 8:30 am Dec  0.60% 0.40% 0.60% 

Retail Sales Control Group Tue 2/10 8:30 am Dec  0.60% 0.40% 0.40% 

Business Inventories Tue 2/10 10:00 am Nov  0.20% 0.20% 0.30% 

MBA Mortgage Applications Wed 2/11 7:00 am Fri 2/6  -- -- -8.90% 

Change in Nonfarm Payrolls Wed 2/11 8:30 am Jan  75k 70k 50k 

Average Hourly Earnings M/M Wed 2/11 8:30 am Jan  0.40% 0.30% 0.30% 

Average Weekly Hours All Employees Wed 2/11 8:30 am Jan  34.2 34.20 34.20 

Unemployment Rate Wed 2/11 8:30 am Jan  4.40% 4.40% 4.40% 

Labor Force Participation Rate Wed 2/11 8:30 am Jan  -- 62.40% 62.40% 

Final Benchmark Payrolls Revision Wed 2/11 8:30 am 2025  -- -900k -- 

Federal Budget Balance Wed 2/11 2:00 pm Jan  -- -- -$144.7b 

Initial Jobless Claims Thu 2/12 8:30 am Sat 2/7  215k -- 231k 

Continuing Claims Thu 2/12 8:30 am Sat 1/31  -- -- 1844k 

Existing Home Sales Thu 2/12 10:00 am Jan  4.22m 4.21m 4.35m 

CPI M/M Fri 2/13 8:30 am Jan  0.30% 0.30% 0.30% 

Core CPI M/M Fri 2/13 8:30 am Jan  0.40% 0.30% 0.20% 

Real Avg Hourly Earning Y/Y Fri 2/13 8:30 am Jan  -- -- 1.10% 

Source: Bloomberg 
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Employment Cost Index 

 0.9%. The Employment Cost Index is expected to inch up but the year-on-year rate will hold steady at 3.5%. 

 

Retail Sales Advance M/M 

 0.6%. Retail sales growth is forecast to be solid on strong holiday sales.  

 

Retail Sales Control Group 

 0.6%. Control retail sales are projected to rise, supporting a 2.5% annualized increase in consumer spending in the fourth quarter.   

 

Business Inventories 

 0.2%. Business inventories are expected to increase as businesses added inventory ahead of the holiday season.   

 

Change in Nonfarm Payrolls 

 75k. Despite cold and snowy weather depressing construction jobs, nonfarm payrolls are expected to rebound from a weak 

December.  

 

Average Hourly Earnings M/M 

 0.4%. Average hourly earnings growth is projected to accelerate in concert with faster job growth. 

 

Average Weekly Hours All Employees 

 34.2. Average weekly hours worked are expected to remain unchanged. 

 

Unemployment Rate 

 4.4%. The unemployment rate is forecast to hold steady. 

 

Initial Jobless Claims 

 215k. Jobless claims are projected to fall after last week’s storm-related increase.  

 

Existing Home Sales 

 4.22m. Home sales are expected to slide as mortgage rates backed up.  

 

CPI M/M 

 0.3%. Typical price hikes in the first month of the year including tariff pass through lifted consumer prices. Lower gasoline prices 

knocked 0.1 percentage point off the total.  

 

CPI Core M/M 

 0.4%. Normal price increases in January including tariff pass-through lifted non-energy consumer prices. 
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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. 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. 

 


