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e Real GDP grew 2.3% in the fourth quarter and was up 2.5% from a year earlier.

e Growth slowed in 2024 but remained solid.

e Consumer spending led GDP growth in the fourth quarter, with drags from inventories and
business fixed investment.

¢ Real GDP growth should be around 2% in 2025.

Real GDP increased 2.3% at an annualized rate in the fourth quarter of 2024, according to the advance
report from the Bureau of Economic Analysis. This was a slowing from 3.1% growth in the third quarter but
was still solid.

On a year-over-year basis growth was 2.5% in the fourth quarter, down from 3.2% in 2023, but still above
the economy’s long-term potential.

Consumer spending growth was very strong in the fourth quarter, up 4.2% annualized after adjusting for
inflation, adding 2.8 percentage points to annualized growth. This was the largest increase in consumer
spending since the first quarter of 2023. There was an especially large 12% increase in durable goods
spending over the quarter but spending also increased for nondurable goods and services.

Business fixed investment fell 2.2% in the fourth quarter, subtracting 0.3 percentage point from growth. This
was the first decline in business fixed investment in two years. There were declines in business investment
in equipment and structures, while investment in intellectual property products rose. Residential investment
(investment in housing) rose more than 5% in the fourth quarter, adding 0.2 percentage point to growth.

Trade was essentially neutral for growth in the fourth quarter, with exports and imports both down slightly.

Inventories were a significant drag in the fourth quarter, subtracting 0.9 percentage point from growth. Final
sales of domestic product—GDP minus the change in inventories, which measures demand in the U.S.
economy—grew a substantial 5.5% in the fourth quarter, the best performance in more than a year.

Government spending rose 2.5% annualized in the fourth quarter, with increases at the federal and state
and local levels. Overall, government added 0.4 percentage point to growth.

The U.S. economy is in excellent shape entering 2025. GDP growth was solid in 2024, somewhat softer
than in 2023, but still above the economy’s long-run potential. Most of the slowing in growth in the fourth
quarter was from inventories, so demand was strong, and the need to increase inventories should be a
support to growth this year. Consumer spending growth cannot continue at the rapid pace of the fourth
quarter but should remain good with the strong labor market and solid household fundamentals. There was
a decline in business fixed investment in the fourth quarter, perhaps due to uncertainty about the political
environment, but it should rebound as businesses look to make investments to meet long-term demand
and the Federal Reserve continues to lower short-term interest rates.

PNC expects a bit slower GDP growth in 2025. Consumer spending growth will slow to a pace more
consistent with income growth, and government will provide less support than over the past two years.
Business investment will rebound as monetary easing supports borrowing. Housing should benefit from
lower mortgage rates. PNC expects real GDP growth of around 2% this year, close to the economy’s long-
term potential.

Gus Faucher Jay Hawkins Stuart Hoffman Kurt Rankin Ershang Liang
Chief Economist Senior Economist Senior Economic Advisor Senior Economist Economist
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Action Economics Survey m Last Actual PNC’s Comment

Fed Funds Rate Target
Range Mid-Point (after the
FOMC meeting on 3/19/25)

Jan ISM (2/3, Monday)

Dec Construction Spending
(2/3, Monday)

Dec Factory Orders
(2/4, Tuesday)

Jan ADP Employment Survey
(2/5, Wednesday)

Dec Trade Balance
(2/5, Wednesday)

Jan ISM-NMI
(2/5, Wednesday)

Q4 Nonfarm Productivity
(Prelim) (2/6, Thursday)

Q4 Unit Labor Costs (Prelim)
(2/6, Thursday)

Initial Claims, Week of 2/1/25
(2/6, Thursday)

Jan Nonfarm Payrolls
(2/7, Friday)

4.38-4.38%

48.7-52.4

0.0-0.8%

-1.1t00.7%

110-200K

-$99.0 to
-$79.2B

52.8-56.5

0.8-2.0%

1.3-4.2%

210-220K

130-225K

4.38%

49.7

0.3%

-0.8%

142K

-$96.3B

54.2

1.8%

3.3%

214K

165K

4.38%

49.2
(Dec)

0.0%
(Nov)

-0.4%
(Nov)

122K
(Dec)

-$78.2B
(Nov)

54.0
(Dec)

2.2%
(@3)

0.8%
(Q3)

207K
(1/25/25)

256K
(Dec)

4.38%. The Federal Open Market Committee
will leave rates unchanged in March.

49.0. Manufacturing activity to remain in
contraction territory in January.

0.3%. Construction activity to accelerate
slightly in December.

-0.8%. Factory orders to decline again in
December as the factory sector continues to
struggle amid high interest rates.

155K. Private sector jobs gains to pick up in
January.

-$90.2B. The trade deficit to widen in
December amid solid consumer spending
growth.

53.5. Service sector activity to moderate
slightly in January but remain in expansion
territory.

2.0%. Nonfarm productivity to decelerate in
Q4 but remain solid.

2.2%. Unit labor costs to accelerate in Q4
amid an upturn in job growth in the final two
months of the quarter.

215K. Initial jobless claims to rise in the
week ending 2/1 but remain historically low.

170K. Nonfarm payrolls gains to moderate
sharply in January but remain solid.
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Action Economics Survey m Last Actual PNC’s Comment

Jan Private Nonfarm
Payrolls (2/7, Friday)

Jan Manufacturing Payrolls
(2/7, Friday)

Jan Unemployment Rate
(2/7), Friday)

Jan Average Hourly Earnings
(2/7, Friday)

Jan Hours Worked
(2/7, Friday)

Feb U. Mich. Consumer
Sentiment (prelim)
(2/7, Friday)

Dec Consumer Credit
(2/7, Friday)

112-205K

-20to 6K

4.1-4.2%

0.3-0.4%

34.2-34.3hrs

69.5-72.8

$7.2-$20.0B

149K

0K

41%

0.3%

34.3hrs

71.5

$13.3B

223K
(Dec)

-13K
(Dec)

41%
(Dec)

0.3%
(Dec)

34.3hrs
(Dec)

71.1
(Jan)

-$7.5B
(Nov)

145K. Private payrolls gains to slow sharply
in January but remain strong.

-2K. Manufacturing employment to fall again
in January amid continued weakness in the
interest rate sensitive sector.

4.1%. Unemployment rate unchanged in
January amid solid employment gains.

0.3%. Average hourly earnings growth in
January to remain on par with December’s
modest gain.

34.3. Average workweek unchanged in
January.

72.8. Consumer sentiment to improve
slightly in February amid solid job gains and
rising equity prices.

$18.0B. Consumer credit growth to
accelerate amid a solid holiday season.
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Monthly Calendar of Economic Data: February 2025

Feb 3
ISM Manufacturing Index Construction Spending Autos Light
Nov 48.4 Oct 0.5 Dom For Truck Total
Dec 49.2 Nov 0.0 Nov 1.9 1.1 13.7 16.7
Jan Dec Dec 19 11 13.8 16.8
Jan
Feb 4
Feb5
Manufacturers’
Ship Inv Orders Trade Balance ($B) ISM Non-Manufacturers Index
Oct -0.2 -0.1 0.5 Oct -$73.6 Nov 52.1
Nov 0.1 0.3 -0.4 Nov -$78.2 Dec 54.0
Dec Dec Jan
Jan ADP Employment Survey
Feb é
Unemployment Claims (000) Nonfarm Productivity & Costs (Q4 Prelim)
Oct Nov Dec Jan Feb . SIS lE
242 203 Productivity Costs
260 221 Q423 3.1 0.9
242 219 220 217 Q1724 0.7 85
228 215 220 223 Q2'24 2.1 -1.1
218 215 211 207 Q3'24 2.2 0.8
225 Q4'24(p)
Feb 7
U. Rate Jobs (000) Consumer Credit ($B)
Nov 4.2 +212 Oct $17.3
Dec 4.1 +256 Nov -$7.5
Jan Dec

Feb U. Mich. Consumer Sentiment (prelim)

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.

© 2025 The PNC Financial Services Group, Inc. All rights reserved.

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