
SUMMARY 

 Employment increased by 224,000 in June, well above expectations. The economy is adding jobs at a solid pace in 
2017. 

 The unemployment rate rose slightly in June because of more people looking for work. Wage growth remains modest 
eight years into the economic expansion. 

 According to the Federal Reserve’s Beige Book, economic growth continued at a slight to moderate pace in the late 
spring. 

 In Congressional testimony, Fed Chair Yellen said that the recent slowing in inflation is likely transitory, and called for 
a gradual tightening in monetary policy. 

 PNC expects the Federal Reserve will start to reduce the size of its balance sheet in October, with an increase in the 
federal funds rate at the end of the year. 
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The June jobs report was strong across the board. The US economy added 222,000 jobs in June, well above the 
consensus expectation of 180,000 and above PNC’s forecast of 200,000. This was the best month for job growth since 
February. Some of the strength came from the public sector with government jobs up by 35,000, the biggest increase in 
almost a year, but private-sector job growth was very good at 187,000. There were also big upward revisions to job growth 
in May (to 152,000 from 138,000) and April (to 207,000 from 174,000), for a total net upward revision of 47,000. Job 
growth has averaged an excellent 194,000 over the past three months, above the pace of 187,000 per month for all of last 
year (see Chart 1). 

The unemployment rate rose to 4.4 percent in June from 4.3 percent in May. However, the increase in the unemployment 
rate was actually good news. The number of people who reported having jobs in the household survey (different from the 
survey of employers) rose by 245,000 in June, after falling by 233,000 in May. The number of people in the labor force 
rose by 361,000 in June, after falling by 429,000 in May. The labor force participation rate rose 0.1 percentage point to 
62.8 percent; it remains well below where it was before the Great Recession, and has been stuck around its current level 
for the past few years. The number of unemployed rose by 116,000 in June. The broader U-6 unemployment rate 
(unemployed, underemployed and too discouraged to look for a job) rose to 8.6 percent in June from 8.4 percent in May, 
but is down from 9.4 percent in January. 

Job growth was good in most industries in June. Mining and logging employment rose by 8,000 in June, the eighth straight 
monthly increase, but it is still down by more than 20 percent from its peak in the fall of 2014. Construction jobs rose by 
16,000 in June, and manufacturing jobs rose by 1,000. Private service-providing industries added 162,000 jobs in June. 
This included gains of 35,000 in professional/business services (including 13,000 in temporary services), 45,000 in 
education and healthcare, 36,000 in leisure/hospitality services, and 17,000 in financial activities. Retail trade employment 
rose by 8,000 in June, but that followed a combined drop of 80,000 over the preceding four months; traditional retailers 
remain under pressure from online sales. Employment in information services was down by 4,000 in June. Local 
government jobs rose by 35,000 in June, in part because of timing issues with the end of the school year, while federal 
government employment was up by 4,000 and state government employment fell by 4,000. 

The one disappointing aspect of the June jobs report was lackluster wage growth. Average hourly earnings rose 0.2 
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percent over the month, but just 0.153 percent before 
rounding. Wage growth in May was revised lower, to 0.1 
percent from 0.2 percent. Average hourly earnings were up 
2.5 percent in June from one year earlier, up from 2.4 
percent growth in May, but this is soft given that the 
expansion is now 8 years old and the unemployment rate 
has been below 5 percent for more than a year. Wage 
growth has been stuck at around 2.5 percent for the past 
year, and has actually slowed a bit over the past few 
months (see Chart 2). The average workweek rose to 34.5 
hours in June from 34.4 hours in May. 

With 222,000 new payroll workers, a longer average 
workweek, and moderate wage growth aggregate weekly 
earnings were up 0.6 percent in June. With no inflation over 
the month, workers’ real income was likely up a solid 0.5 
percent over in June. 

Economic growth was “slight to moderate” in June, 
according to the latest Beige Book from the Federal 

Reserve. The strongest growth was in the Chicago, Dallas, 
Kansas City, and San Francisco districts. Consumer 
spending continues to drive economic growth, but there 
was a softening in consumer demand in many districts, 
especially for autos. There was “modest to moderate 
growth” in manufacturing and nonfinancial services in most 
of the country, with construction flat or expanding. 

Employment continued to increase in most of the United 
States, although it was flat in the Atlanta and St. Louis 
districts. Labor markets continued to tighten across a 
variety of occupations and industries, especially in 
construction and information technology. Wages increased 
at a “modest to moderate pace in most Districts” as job 
markets tightened. Prices increased modestly in most 
districts, with a few districts noting slowing inflation.  

In her semiannual testimony before Congress, Federal 
Reserve Chair Janet Yellen called for “gradual increases in 
the federal funds rate over time.” She also reiterated the 
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Chart 1: Job Growth of Close to 200,000
Per Month in the Second Quarter
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announcement from the Federal Market Committee that the 
Fed will begin to reduce the size of its balance sheet this 
year, gradually allowing long-term Treasuries and 
mortgage-backed securities to roll off the balance sheet as 
they mature.  

Yellen said, as she has previously, that she and other 
FOMC members view recent slower inflation as transitory, 
“partly the result of a few unusual reductions in certain 
categories of prices,” and that she expects inflation to pick 
back up. However, she did say that the FOMC will “carefully 
monitor actual and expected progress toward our 
symmetric inflation goal” of 2 percent, using the personal  

consumption expenditures price index. 

Yellen’s testimony reinforces PNC’s view that the FOMC 
will call for reducing the size of the Fed’s balance sheet at 
its September policy meeting, with the actual reduction to 
start on October 1. This will put modest upward pressure on 
interest rates. The FOMC will hold off on raising the fed 
funds rate until its December meeting, waiting to see both 
how markets respond to the balance sheet reduction and 
what happens to inflation in the second half of 2017. The 
FOMC has raised the fed funds rate twice so far this year, 
to a range of 1.00 to 1.25 percent. 

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 particular needs. © 2017 The PNC Financial Services 
Group, Inc. All rights reserved. 

Visit http://www.pnc.com/economicreports to view the full listing of economic reports published by PNC’s economists. 

Chart source: Bureau of Labor Statistics 
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Chart 2: Wage Growth Still Soft,
Has Slowed in Recent Months
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