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Beige Book Portrays an Economy That is

Expanding at a Slight to Moderate Pace
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=  Growth was modest in the U.S. in the spring, according to the Fed’s Beige

Book. Growth was slight to moderate in eleven of the twelve districts, with no

growth in one (San Francisco).
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» Manufacturing activity has picked up in recent months.

* The labor market remained soft, with flat employment in eleven districts.
Hiring remained restrained, with modest to moderate wage growth.

= |nflation picked up further in late April and in May. Energy prices were the
primary driver and contributed to price increases in other sectors.

» The Beige Book is consistent with PNC’s forecast for modest near-term

economic growth.

* PNC expects the FOMC to keep the fed funds rate in its current range through

the rest of this year and beyond.

Details

According to the latest Beige Book from the Federal
Reserve, the U.S. economy continued to expand at a
modest pace in the second half of April and in May.
Consumer spending growth was mixed with higher-
income households holding up, but greater financial
strain for lower-income households. Signs of distress
included greater use of credit cards and stronger
demand for staples. Auto demand was soft, and
oriented toward used and hybrid vehicles.

Manufacturing activity picked up in most parts of
the country. Bank demand was stable, although
there were rising delinquency rates for mortgages
and consumer and agricultural loans. Agriculture
was under pressure from higher energy and fertilizer
prices. In most Fed districts energy producers held

off on boosting production because of uncertainty
surrounding the outlook for prices.

Businesses continued to expect weak growth, with
ongoing uncertainty and weak consumer sentiment
as drags.

Employment was stable in 11 of 12 districts, with
modest growth in the Minneapolis district.
Manufacturing was leading job growth in several
districts, with demand coming from defense
spending and data center construction. Wage
growth was “modest to moderate” in most of the
country, in line with inflation. Most districts reported
a “low-hire, low-fire” labor market, with workers
cautious about switching jobs. Businesses remained
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reticent about hiring, except for attrition or critical
positions.

Price increases were “moderate to strong,” with
inflation up from the previous report (March and
early April). Energy price increases due to the
conflict with Iran were spilling over into “shipping,
packaging, groceries, and fertilizer.” Margins were
shrinking as selling prices rose more slowly than
input costs. Respondents reported consumer
concerns about higher energy prices.

Growth was moderate in the Cleveland district,
modest in four others (Richmond, Atlanta,
Minneapolis, and Dallas), and slight in six (Boston,
New York, Philadelphia, Chicago, St. Louis, and
Kansas City). The economy was stable in San
Francisco. Minneapolis was the only district to report
job growth, which was modest there.

The Beige Book covering late April and May was
consistent with PNC’s forecast for continued
modest economic growth in mid-2026. Consumers
remain under pressure from high prices, especially
energy prices, but the stress is concentrated among
lower-income households. Businesses are also
seeing lower margins as they try to limit price
increases to their customers. Job growth remained
soft in the spring, with limited hiring but low layoffs.

Given increased inflationary pressures from the
conflictinIran, the Federal Open Market Committee
is likely to keep the federal funds rate in its current
range of 3.50% to 3.75% through the rest of 2026 and
into 2027. There is essentially no appetite from
FOMC participants for rate cuts, given inflation that
has been above the committee’s 2% objective since
early 2021 and is moving higher. But most FOMC
participants do not want to raise the fed funds rate
given that inflationary pressures from tariffs are
starting to ease, and energy prices should come
down once there is a resolution to the hostilities in
the Middle East. In addition, weak wage growth is
limiting inflationary pressures from the labor market.
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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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