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¢ In his Jackson Hole speech Fed Chair Powell called for near-term cuts to the federal funds
rate, citing the softening labor market. Powell said that the FOMC does not want a further
cooling in the labor market.

¢ Powell said he expects inflation to slow further in the near term toward the Fed’s 2%
objective.

e PNC expects multiple fed funds rate cuts in 2024 and 2025, starting at the next FOMC
meeting on September 18.

In his speech this morning at the Jackson Hole monetary policy conference Fed Chair Jerome Powell explicitly called
for cuts in the federal funds rate as inflation is moving toward the central bank’s 2% objective and the labor market is
softening. Powell called for a shift in monetary policy toward cuts in the federal funds rate, saying “the timing and
pace of rate cuts will depend on incoming data, the evolving outlook, and the balance of risks.”

Powell in particular noted the ongoing slowing in the labor market, saying that “the cooling in labor market conditions
is unmistakable,” citing lower job vacancies and slowing wage growth. He added that “it seems unlikely that the labor
market will be a source of elevated inflationary pressures anytime soon.” Perhaps most importantly, he said that the
labor market is where it needs to be: “We do not seek or welcome further cooling in labor market conditions.” He also
said that the “downside risks to employment have increased” since the Federal Open Market Committee began to
raise the federal funds rate in 2022.

Powell’s speech is consistent with PNC'’s baseline forecast for cuts in the federal funds rate starting at the FOMC’s
next meeting, on September 18. PNC expects a cut in the fed funds rate of 25 basis points at that meeting, with
additional 25 basis point cuts at the FOMC'’s remaining 2024 meetings, in early November and mid-December. That
would bring the fed funds rate to a range of 4.50% to 4.75% at the end of this year, down from 5.25% to 5.50%
currently. PNC then expects additional rate cuts in the first half of 2025, with the fed funds rate down to around 3.5%
at the middle of next year.

Powell expressed optimism about the outlook for inflation, saying that “my confidence has growth that inflation is on a
sustainable path back to 2%,” the FOMC's inflation objective. He attributed the slowing in inflation over the past
couple of years to an improved balance between aggregate supply and demand, in part because of restrictive
monetary policy. He also said that “the upside risks to inflation have diminished.”

At the same time Powell also said that “the downside risks to employment have increased.” This indicates that the
FOMC would not hesitate to cut the fed funds rate aggressively if it appears that the labor market is deteriorating
further. He also said that the current range of the fed funds rate “gives us ample room to respond to any risks we may
face, including the risk of unwelcome further weakening in labor market conditions.”

Market reaction was positive to Powell's remarks. The fed funds futures market is pricing in a 68% probability of a 25-
basis point cut in the fed funds rate on September 18, with a 32% probability of a 50-basis point cut. The S&P 500 is
up 0.6% since it opened this morning. The yield on the 10-year Treasury note is down 6 basis points to 3.80%. The
dollar weakened against a basket of currencies. The price of a barrel of West Texas Intermediate crude oil is up more
than 2% on the day, to around $74.60.

Powell also discussed the path of inflation since the pandemic. He attributed the acceleration in inflation in 2021 and
2022 to strong demand, especially for goods, as a result of stimulus aid, low interest rates, and an inability to spend
on services. He also noted supply constraints in the wake of the pandemic, coming from supply-chain disruptions,
especially in regard to China, and a reduced supply of labor. But a better balance between supply and demand in
2023 and so far in 2024 has led to slower inflation without a significant slowing in economic growth. This rebalancing
has occurred through tight monetary policy that has weighed on demand, a rebalancing in demand from goods to
service, and a reduction in supply-chain problems. He also noted that keeping inflation expectations well anchored
contributed to slower inflation, citing the Fed’s commitment to fighting inflation.
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Chief Economist Senior Economic Advisor Senior Economist Economist



sy &PNC

Action Economics Survey m Last Actual PNC’s Comment

Fed Funds Rate Target
Range Mid-Point (after the
FOMC meeting on 9/18/24)

July Durable Goods Orders
(8/26, Monday)

Aug Consumer Confidence
(8/27, Tuesday)

July Advance Trade in Goods
(8/29, Thursday)

Q2 GDP Second Report
(8/29, Thursday)

Q2 Chain Price Index
Second Report
(8/29, Thursday)

Initial Claims, Week of
8/24/24 (8/29, Thursday)

July Personal Income
(8/30, Friday)

July Personal Consumption
Expend. (8/30, Friday)

Aug U. Mich. Consumer
Sentiment (final)
(8/30, Friday)

5.13-5.13%

0.9-7.8%

99.0-103.0

-$101.7 to
-$94.5B

2.6-2.9%

2.3-2.%

227-237K

0.1-0.4%

0.2-0.8%

67.4-69.0

5.13%

4.5%

100.5

-$97.0B

2.8%

2.3%

235K

0.2%

0.4%

67.8

5.38%

-6.7%
(June)

100.3
(July)

-$96.6B
(June)

2.8%
(Q2 First
Report)

2.3%
(Q2 First
Report)

232K
(8/17/24)

0.2%
(June)

0.3%
(June)

67.8
(Aug
prelim)

We expect a 25 bps funds rate cut at the
September 18, November 6, and December
18 FOMC meetings and at least another 75
bps rate cuts in the first half of 2025.

Up 4.5% on a strong rebound in civilian
aircraft orders. Shipments down 0.5%.

Up to 103.

A widening to -$97.5 billion.

Revised up to 2.9%.

Revised up to 2.4%.

Down to 228K.

Up 0.3%.

Up 0.4%. The PCED rose 0.1% and held
steady at 2.5% from a year ago. The core
PCED rose 0.2% and edged up to 2.7% from
a year ago.

Up to 69.
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Aug ISM (9/3, Tuesday) Lo bl8E 48.1 (j*ﬁ-s) Up to 48.0.

July Construction Spending

-0.3%
(9/3, Tuesday) 0.0-0.3% 0.3% Up 0.3%.

(June)
July Trade Balance

-$74.5 to -$73.1B - .

(9/4, Wednesday) _$72.4B -$73.8B (une) Awidening to -$74.0 billion.
July Factory Orders -3.39
(9/4, Wednesday) 1.5-3.5% 2.1% =0 Up 2.2%.

(June)
Aug ADP Employment Survey 129K
(9/5, Thursday) 120-150K 145K Up 145K.

(July)
Q2 Nonfarm Productivity 2 3%
(Revised) (9/5, Thursday) 2.3-2.4% 2.3% (’02)0 Revised up to 2.4%.
Q2 Unit Labor Costs 0.9%
(Revised) (9/5, Thursday) 0.8-1.0% 0.9% (’QZ)O Revised down to 0.8%.
Aug ISM-NMI (9/5, Thursday) 51.0-52.0 515 51.4 Up to 52.0.

(July)
Aug Nonfarm Payrolls 114K
(9/6, Friday) 120-175K 150K (uly) Up 165K.
Aug Private Nonfarm 97K
Payrolls (9/6, Friday) 100-150K 130K (uly) Up 130K.
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Aug Manufacturing Payrolls
(9/6, Friday)

Aug Unemployment Rate
(9/6, Friday)

Aug Average Hourly
Earnings (9/6, Friday)

Aug Hours Worked
(9/6, Friday)

0-10K

4.2-4.3%

0.3-0.3%

34.2-34.3hrs

4K

4.2%

0.3%

34.3hrs

1K
(July)

4.3%
(July)

0.2%
(July)

34.2hrs
(July)

Unchanged.

Down to 4.2%.

Up 0.3% and edged up to 3.7% from a year
ago.

Up to 34.3 hours.




Monthly Calendar of Economic Data: Aug/Sept 2024

Aug 26 Aug 27
Durable Goods CB Consumer Confidence
Total Ex-Transp. Total Current Expect
May 0.1 -0.1 June 97.8 135.3 72.8
June -6.7 0.5 July 100.3 133.6 78.2
July Aug
Aug 29
Gross Domestic Product Unemployment | Claims (000)
2nd Qtr (Second Report) Apr May e July
Real GDP Price Index 212 232 229 223
Q2'23 2.1% 1.7% 212 223 243 245
Q3'23 4.9 3.3 208 216 239 235
Q4'23 3.4 1.7 209 221 234 250
Q1'24 1.4 3.1 239
Q2'24(1%Y 2.8 2.3
Q2'24(2n)
Aug 30 Sept3
Personal ISM Manufacturing Index
Income Spending June 48.5
May 0.4% 0.4% July 46.8
June 0.2 0.3 Aug
July
Aug Chicago PMI Construction Spending
Aug U. of Mich. Consumer Sentiment (final) May -0.4%
June -0.3
July
Sept 4
Trade Balance ($B) Manufacturers’
May -$75.0 Ship Inv Orders
June -$73.1 May -0.7 0.1 -0.5
July June 0.5 0.0 -3.3
July
Sept5
Nonfarm Productivity & Costs (Q2 Revised) JLSnZI Non-Manufactuzzr; Index
Unit Labor Jul 51'4
Productivity Costs AU Y ’
2323 4.6% 0.1% g
Q4'23 3.5 -2.8
Q124 0.4 3.8 Septé
Q2'24(p) 23 09 U.Rate | Jobs (000)
Q2'24(r) June 41% 179
Aug ADP Employment Survey '::Jl;’ 43 1l

Aug
234
228
232
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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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