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Beige Book Portrays an Economy That Is

Expanding at a Modest Pace
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* The Beige Book characterized U.S. economic growth as expanding at a

modest pace.
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* Labor market conditions softened somewhat relative to the previous reporting

period.

=  Wage growth remained modest to moderate across most Districts.

* Price pressuresincreased in one District but declined or remained unchanged
in the other 11 Districts compared with the previous reporting period.

= Consistent with expansionary ISM Manufacturing Index readings in July and
August, many Districts reported modest, moderate, or robust gains in

manufacturing activity.

= Overall, economic expectations remained positive, although many contacts
continued to report elevated uncertainty regarding the outlook.

Details

The Federal Reserve Beige Book - which depicts
regional economic conditions and prospects across
the 12 Federal Reserve Districts — portrayed a U.S.
economy that was expanding “modestly” in late
July and August. Since early July, economic activity
increased at a slight to moderate pace in 10 of the
12 Federal Reserve Districts, down from 11 Districts in
the previous reporting period, while the number of
Districts reporting flat activity rose from one in the
previous period to two in the current period.

Labor market conditions softened somewhat
relative to the previous reporting period.
Employment rose modestly in only three Districts,
down from five in the prior report, while the number
of Districts reporting little or no change in

employment increased from seven to nine. Among
Districts experiencing employment gains, the pace
of growth was generally more uniform than in
previous reports.

Wages rose at a “modest to moderate” pace in most
Districts, with the strongest wage pressures
reported for “skilled workers in construction and
manufacturing.” Several Districts also noted rising
employee benefit costs, largely reflecting higher
health insurance premiums.

Price pressures picked up in one District but declined
or remained unchanged in the other 11 Districts
relative to the previous reporting period. According
to the report, Districts widely reported higher prices
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for energy, transportation, and raw materials.
However, a few Districts noted that heightened
customer price sensitivity was limiting businesses'
ability to pass through higher input costs. Notably,
rising insurance and health care costs were
reported across many Districts. Some contacts
indicated that prices for health care services and
private insurance coverage increased in part to
offset reductions in federal funding.

Consistent with expansionary readings in the ISM
Manufacturing Index in July and August, many
Districts reported modest, moderate, or robust
increases in manufacturing activity. Districts citing
improvements included Boston, New York,
Philadelphia, Cleveland, Atlanta, Chicago, St. Louis,
Minneapolis, and Dallas, while Richmond and San
Francisco reported little or no change in activity.
Some Districts highlighted stronger manufacturing
demand related to data center construction and
defense spending.

Financial services activity “improved slightly as loan
volumes remained solid or increased across most
Districts.” For most Districts that reported on
residential real estate and construction, some noted
“a high concentration of activity related to data
center projects.”

The term "uncertainty" appeared less frequently
than in the previous Beige Book, although many
contacts continued to characterize uncertainty as
elevated. Overall, the September Beige Book is
consistent with PNC’s baseline forecast for slower
consumer spending growth this year, reflecting
heightened price sensitivity among consumers and
subdued auto sales. Industrial production should
continue to strengthen as manufacturing activity
improves across most Districts, supported by
defense-related spending and demand associated
with data center development. Business fixed
investment is expected to remain solid, although
growth is likely to moderate from the pace seen in
recent quarters. Employment growth remains
modest. Accordingly, PNC expects the FOMC to
maintain the federal funds rate in a target range of
3.50% to 3.75% in September and beyond.
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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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