Market Expectations Survey EPNC

January 2, 2024

¢ Nominal consumer spending rose 0.2% over the month. There were solid increases in real
personal after-tax income and real consumer spending in November. The personal saving
rate rose slightly in November, but it is much lower than it was pre-pandemic.

e Overall PCE prices declined slightly in November, with core PCE prices up just 0.1%. Over
the past six months core PCE inflation has been below the Federal Reserve’s 2%
objective.

¢ Slowing inflation points to fed funds rate cuts in 2024. The U.S. economy is doing well
heading into 2024.

Personal income rose 0.4% in November from October, before adjusting for inflation (nominal), according
to the Bureau of Economic Analysis. Wages and salaries were up 0.6% for the month. There were small
declines in small business profits and government transfer payments. Disposable (after-tax) personal
income was also up 0.4%. Nominal consumer spending rose 0.2% in November. Spending on services
rose 0.5%, with spending on durable goods also up 0.5%. Spending on nondurable goods fell 0.5%, in
large part because of a drop in energy prices over the month.

The personal consumption expenditures price index fell 0.1% in November from October as energy prices
declined. This was the first drop in the overall PCE price index since April 2020, during the pandemic,
when demand plummeted. The core PCE price index—excluding food and energy, and the Federal
Reserve’s preferred inflation measure—was up a scant 0.1% in November. The PCE price index has
increased 0.1% in four of the last five months. Over the last six months core PCE inflation has been 1.9%
annualized, below the Federal Reserve’s 2% objective; this is down from almost 6% in early 2022. On a
year-ago basis PCE inflation was 2.6% in November, down from 2.9% in October (3.0% in October before
revisions). Year-ago core PCE inflation was 3.2% in November, down from 3.4% in October (3.5% before
revisions).

With overall prices down in November, real after-tax personal income rose 0.4% in November from
October, with real consumer spending up 0.3%. With after-tax income up more than spending, the
personal saving rate rose to 4.1% in November from 4.0% in October (revised higher from 3.8%). The
saving rate was below 4% through most of 2022, as household spent down some of their pandemic
saving; they are now saving a bit more, although the rate is below the pre-pandemic rate of around 7%.

The personal income and outlays report for November was a very good one. Both core and overall
inflation are slowing, and core inflation over the last six months has moved below the Federal Reserve’s
2% objective. Household income is rising with the strong labor market, and consumer spending is also
increasing, albeit somewhat more slowly as households increase their spending. The Federal Open
Market Committee is not yet ready to declare victory on inflation, but the outlook is much better than it
was just a few months ago. The slowing in core inflation opens the door for fed funds rate cuts in 2024;
the timing will depend on core PCE numbers over the next few months.

Personal income and consumer spending will continue to increase in the near term, although growth will
depend on the labor market. Higher jobs and higher wages are supporting increases in both income and
spending. Lower inflation is another positive for consumer spending, as are rising stock prices and home
values. High interest rates will remain a drag on consumer spending growth in the near term, although
that drag has lessened somewhat as long-term rates have moved lower toward the end of 2023. Another
constraint on spending growth will be the need for households to increase their saving. But overall, it
looks like the U.S. economy is moving toward slower growth, but no recession, in 2024.
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Action Economics Survey Range Last PNC’s Comment
Actual

Fed Funds Rate Target
Range Mid-Point (after the
FOMC meeting on 1/31/24)

Dec ISM (1/3, Wednesday)

Dec ADP Employment Survey
(1/4, Thursday)

Initial Claims, Wk of 12/30/23
(1/4, Thursday)

Dec Nonfarm Payrolls
(1/5, Friday)

Dec Private Nonfarm
Payrolls (1/5, Friday)

Dec Manufacturing Payrolls
(1/5, Friday)

Dec Unemployment Rate
(1/5, Friday)

5.38-5.38%

46.0-48.0

93-130K

215-222K

133-200K

105-155K

-2to 11K

3.7-3.9%

5.38%

47.2

1M7K

215K

150K

125K

5K

3.8%

5.38%

46.7
(Nov)

103K
(Nov)

218K
(12/23/23)

199K
(Nov)

150K
(Nov)

28K
(Nov)

3.7%
(Nov)

We expect the FOMC to hold the Fed funds
rate target at 5.25-5.50% at their January,
March and May meetings with the first of
three rate cuts this year starting in June or
July.

Up to 48.

Up 125K.

Down to 215K.

Up 170,000.

Up 120,000.

Up 5,000.

Up to 3.8%.




Action Economics Survey Range Last PNC’s Comment
Actual

Dec Average Hourly Earnings 0.1-0 4% 0.3% 0.4% Up 0.3% and the Y/Y rise edges down to
(1/5, Friday) S = (Nov) 3.9%.
'(31% Hl:"r‘i';:;')v”ked 343-344hrs  3hbhrs 3?,;][:;')’5 Unchanged at 34.4 hours.
_ 0,
:‘;‘é F::imorders 1.0-4.6% 2.1% (%St;‘) Up 2.0%. Sales down 0.5%.
52.7
Dec ISM-NMI (1/5, Friday) 20.7-93.2 026 (Noy  Upto53s4
Nov Consumer Credit $5.1B o
(1/8, Monday) $8.0-$15.0B $9.0B 0ct) Up $15 billion.
Nov Trade Balance -
(1/9, Tuesday) -$65.2t0-$62.0B  -$64.8B $(git:)),B Awidening to -$65.2 billion.
0.1% Up 0.2%. Gasoline prices edged down after
Dec CPI (1/11, Thursday) 0.1-0.3% 0.2% (Nov? huge declines in both October and
November.
Dec CPI (ex-food & energy) 0.3%
(1/11, Thursday) 02-0.3% 0.3% (Noy  Up03%.
0.0%
Dec PPI (1/12, Friday) 0.0-03% 0.2% (Noy  UPO1%
Dec PPI (ex-food & energy) 0
(1/12, Friday) » 0.0-0.3% 0.2% ?N?)\// )y Up02%.
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Monthly Calendar of Economic Data: January 2024

Jan2 Jan 3
Construction Spending ISM Manufacturing Index Autos Light
Sept 0.2 Oct 467 Dom For Truck Total
Oct 1.2 Nov 467 Oct 2.3 0.8 12.4 15.5
Nov 0.4 Dec Nov 2.2 0.8 12.3 15.3
Dec
Jan4
Unemployment Claims (000)
Aug Sept Oct Nov Dec
250 217 211 218 221
240 221 200 233 203
232 202 212 211 206
229 205 220 219 218
209
Dec ADP Employment
Janb
U. Rate Jobs (000) Manufacturers’
Oct 3.9 +150 Ship Inv Orders
Nov 3.7 +199 Sept 0.0 0.1 2.3
Dec Oct -1.4 0.1 -3.6
Nov
ISM Non-Mfg Index
Oct 51.8
Nov 52.7
Dec




Monthly Calendar of Economic Data: January 2024

Jan8 Jan9
Consumer Credit ($B) Trade Balance ($B)
Sept $12.2 Sept -$61.2
Oct 5.1 Oct -$64.3
Nov Nov
Jan 11 Jan 12
Consumer Price Index Producer Price Index
Total Core Total Core
Oct 0.0 0.2 Oct 0.4 0.1
Nov 0.1 0.3 Nov 0.0 0.1
Dec Dec

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 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.

© 2024 The PNC Financial Services Group, Inc. All rights reserved.

Visit pnc.com/economicreports for more information from PNC Economics.
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