March 10, 2023

Gus Faucher Stuart Hoffman Kurt Rankin Abbey Omodunbi Ershang Liang

Chief Economist Senior Economic Advisor Senior Economist Senior Economist Economist
THE PNC FINANCIAL SERVICES GROUP | The Tower at PNC Plaza | 300 Fifth Avenue | Pittsburgh, PA 15222-2401

e Job growth was 311,000 in February, well above the consensus, with only small downward revisions
to December and January.

e The unemployment rate rose to 3.6% in February, but remains very low.

e The FOMC is likely to increase the fed funds rate by 50 bps at its next meeting on March 22,
concerned that the labor market remains too tight.

Payroll job growth was stronger than consensus expected for the eleventh straight month, with the U.S.
economy adding 311,000 jobs in February according to a survey of employers, compared to the consensus
expectation of 205,000. There were small downward revisions to job growth in January (to 504,000 from
517,000), and December (to 239,000 from 260,000), but the overall picture is one of job growth that remains
well above the economy’s long-term potential, and is much too hot for the Federal Reserve. Over the last three
months the economy has added more than 350,000 jobs per month on average.

The unemployment rate rose to 3.6% in February from 3.4% in January, which was the lowest rate since 1969.
The increase in the unemployment rate came primarily from 419,000 people entering the labor force in
February from January. The labor force participation rate—the share of adults working or looking for work—
rose to 62.5% in February from 62.4% in January, the highest this rate has been since before the pandemic.
But given that the labor force participation rate was consistently above 63% before the pandemic, the labor
market remains exceptionally tight. The number of people employed in the household survey (different from
the survey of employers) rose by 177,000 in February.

Job growth was mixed, with big job gains in leisure/hospitality services, education/health services, retail trade,
government, and professional/business services, but small job losses in transportation/warehousing and
manufacturing.

Average hourly earnings rose a modest 0.2% in February, good news from the inflation front. The average
workweek fell to 34.5 hours in February from 34.6 hours in January. With more jobs, higher wages, but a
shorter workweek, aggregate payrolls rose a small 0.2% in February.

This fairly strong February jobs report, combined with only small downward revisions to job growth in
December and January, mean that the Federal Open Market Committee is likely to raise the fed funds rate by
50 basis points when it meets on March 22. The central bank is very concerned that the tight labor market is
contributing to high inflation. With job growth still running well above the economy’s long-term potential, despite
Fed tightening over the past year, the FOMC is poised to act aggressively again. Another “hot” CPI report for
February next Tuesday (3/14) with both the total and core CPI up 0.5% will reinforce the FOMC'’s decision to
hike by 50 bps at their upcoming meeting.

PNC expects a recession starting in the second half of 2023 as the cumulative impact of Fed rate interest
hikes filter their way through the economy. But the recession should be mild. Businesses will be reluctant to lay
workers off given their current hiring difficulties. In addition, consumer, business, and bank balance sheets are
strong, and the housing market is well-balanced.
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Fed Funds Rate Target Range Mid-Point
(after the FOMC meeting on 3/22/23)
Range: 4.88 to 5.13 percent
Median: 4.88 percent

4.63 percent

We expect the FOMC to return to a 50 bps funds rate
hike to a 5.00-5.25% target range at their March 22
meeting. The FOMC median dot plot for the terminal
funds rate is likely to indicate at least one 25 bps rate
hike is coming in May.

Feb CPI (3/14, Tuesday)
Range: 0.3 to 0.5 percent

Up 0.5% with higher energy and shelter prices the
biggest contributors. The Y/Y change will edge lower

Median: 0.4 percent 0.5% to 6.3%

Feb CPI (ex-food & energy) (3/14, Tuesday) Up 0.5% with shelter, used car and transportation

'\Rﬂar&ge:. 82 to 0.5 ptercent 0.4% services prices making the biggest contributions.The
edian: -4 percen (Jan) Y/Y change will hold steady at 5.6%.

Feb Retail Sales (3/15, Wednesday) Down 0.3% with new vehicle and restaurant sales
Range: -1.0to 0.6 percent o down the most.

Median:  -0.4 percent 3.0%
(Jan)

Feb Retail Sales (ex-auto) (3/15, Wednesday) Up 0.2%. Control sales (excluding vehicles, building
Range:  -1.0to 0.9 percent 2.3 materials, gasoline, and restaurant sales) up 0.3%.
Median: -0.1 percent 270

(Jan)

Feb PPI (3/15, Wednesday) Up 0.3%.
Range: 0.1to 0.5 percent o
Median: 0.3 percent 0.7%

(Jan)

Feb PPI (ex-food & energy) (3/15, Wednesday) Up 0.3%.
Range: 0.3 to 0.5 percent o
Median: 0.4 percent 0.5%

(Jan)

Jan Business Inventories (3/15, Wednesday) Unchanged. Business sales surged by 1.7%.
Range: -0.1to 0.4 percent o
Median: 0.0 percent 0.3%

(Dec)

Feb Housing Starts (3/16, T_h.ursday) A temporary rise to 1.34 million but the trend is down,

Range:  1.270 to 1.350 million 1.309M especially for apartment building starts. Building

Median: 1.319 million

(Jan)

permits flat at 1.36 million.
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Feb Export Price Index (3/16, Thursday) Down 0.4 percent.
Range:  -0.4 to 0.2 percent o
Median: -0.3 percent 0.8%
(Jan)
Feb Import Price Index (3/16, Thursday) Up 0.3% with higher imported oil prices leading the
Range: -0.3 to 0.5 percent wa
Median: -0.3 percent -0.2% v
(Jan)
Initial Claims, Week of 3/11/23 Down to 205K.
(3/16, Thursday)
Range: 196K to 215K 211K
Median: 205K (3/4/23)
Feb Industrial Production (3/17, Friday) Up 0.1% all due to a big rebound in utility usage as the
'\Rﬂaggei. -00;13 t00.8 {Jercent 0.0% February weather returned closer to normal.
edian: 4 percen (Jan) Manufacturing and mining production fell 0.3% and
0.5%, respectively.
Feb Capacity Utilization (3/17, Friday) Unchanged at 78.3%.
Range:  78.0 to 78.8 percent o
Median:  78.5 percent 78.3%
(Jan)
Mar U Mich Consumer Sentiment (prelim) Down to 64 reflecting lower stock prices and higher
(3/17, Friday) 67.0 gasoline prices.
Range: 64.0 t0 68.0 :
Median:  67.0 (Feb)
Feb Leading Indicators (3/17, Friday) Down 0.4% for the eleventh straight monthly decline.
ﬁagger_ '8-?0 -0.2 Feroent 0.3% This persistent decline supports our mild recession
edian.  -0.5 percen (Jan) forecast starting later this year.
Feb Existing Home Sales (3/21, Tuesday) A temporary rise to 4.20 million but the trend is down.
Range:  3.950 to 4.250 million
Median:  4.085 million 4.000M

(Jan)
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Actual
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Feb New Home Sales (3/23, Thursday)
Range: 0.635 to 0.650 million
Median:  0.645 million

0.67M
(Jan)

Down to 0.65 million.

Feb Durable Goods Orders (3/24, Friday)
Range: 1.5 to 3.0 percent
Median: 2.1 percent

-4.5%
(Jan)

Up 1.7% on a rebound in civilian aircraft orders.
Shipments up 1.0%. Excluding transportation, orders
and shipments rose by 0.5% and 0.4%, respectively.

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

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. © 2023 The PNC Financial Services Group, Inc. All rights reserved.
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MoONDAY TuUEsDAY WEDNESDAY THURSDAY FRIDAY
27 28 Mar 1 2 3
ADV DURABLE GOODS CB CONSUMER CONFIDENCE |(ISM MFG INDEX Nonfarm Business ISM NON-MFG INDEX
Total Ex-Transp Total Current Expect Dec 48.4 (Q4 Revised) Dec 492
Nov -1.8% 0.0% Dec 109.0 1474 834 Jan 47.4 Productivity & Costs Jan 55.2
Dec 5.1 -0.4 Jan 106.0 151.1 76.0 Feb 47.7 Productivity Unit Labor Costs ||Feb 55.1
Jan -4.5 0.7 Feb 1029 1528 69.7 4Q'21 6.3 3.9
CONSTRUCTION SPENDING 1922 -74 12.7
CASE-SHILLER HPI Nov 1.8% Q222(p) -4.6 10.8
20-City Composite(SA) Dec 0.7 Q2'22(r) -41 10.2
MM YIY Jan  -0.1 Q322 1.2 6.9
Oct 0.5 8.7 Q4'22(p) 3.0 11
Nov  -0.5 6.8 . Q422(r) 1.7 3.2
Dec 05 4.7 Autos nght
Dom For Truck Total
Dec 2.0 08 105 133
Jan 26 1.0 123 159
Feb 23 09 117 149
Feb Chicago PMI
6 7 8 9 10
MANUFACTURERS’ CONSUMER CREDIT($B) TRADE BALANCE ($B) U.Rate Jobs(000)
Ship Inv  Orders Nov $36.1 Nov  -$60.6 Dec 35%  +239
Nov -0.9 00 -1.9 Dec $10.7 Dec -$67.2 Jan 3.4 +504
Dec -0.6 0.4 1.7 Jan $14.8 Jan  -$68.3 Feb 3.6 +311
Jan 0.7 00 -16
Feb ADP Employment Survey
13 14 15 16 17
CONSUMER PRICE INDEX RETAIL SALES HOUSING(000) IND PROD CAPUTIL
Total Core Total Ex-Autos Starts Permits Dec -1.0% 78.4%
Dec 0.1% 0.4% Dec -1.1% -0.9% Dec 1.371 1.337 Jan 0.0 78.3
Jan 0.5 0.4 Jan 3.0 2.3 Jan 1.309 1.339 Feb
Feb Feb Feb
u | ccl 000 LEADING INDICATORS
Unemployment Claims (000) |Dec -0.8%
PRODUCER PRICE INDEX | 5c"Nov'Dec Jon Feb Mar [omn 09
Dec 02% 03% 219 226 231 206 195 211 Feb
Jan O:7 0:5 226 223 212 192 195
Feb 214 241 216 186 192
218 226 223 183 190
MFG and TRADE 218 206
Inv Sales
Nov 0.3% -1.2%
?ec 0.3 -0.6 Mar U Mich Consumer
an P i
Feb Import Price Index Sentiment (prelim)
20 21 22 23 24
EXISTING HOME SALES(000) CURRENT ACCOUNT ADV DURABLE GOODS
Dec 4.030 Q4'2021  -$224.8 Total Ex-Transp
Jan 4.000 Q1'2022 -$282.5 Dec 5.1% -0.4%
Feb Q22022  -$251.0 Jan -4.5 0.7
Q32022 -$217.1 Feb
Q4'2022
NEW HOME SALES(000)
Dec 625
Jan 670
Feb

FOMC meeting (2pm)




