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MANUFACTURING




Expansion accelerated in the manufacturing sector, based on the 53.2% PMI reading in the Institute for Supply
Management’s November purchasing manager survey. New orders and production each grew at a faster pace for
the month suggesting support for the expansion to continue into the first part of 2017. The ISM Prices Index was
unchanged in November at 54.5%.
Industrial production fell 0.4% in November following a 0.1% gain in October. Factory output edged 0.1% lower
reflecting a 2.3% decline in the production of motor vehicles and parts; excluding motor vehicles, manufacturing
output rose 0.2%. Mining production rose 1.1% for the month, despite a 6.8% decline in output of coal mines. Mild
November temperatures (remember them?) led utilities production to plummet by 4.4%. The capacity utilization rate
fell 0.4 percentage points to 75.0%, well below the longer run average of 80.0%.

LABOR MARKETS






The U.S. economy added 178,000 jobs in November with notable service sector gains in professional and business
services (+63,000); health care (+28,400); and leisure and hospitality (+29,000). On the goods producing side of the
economy, construction payrolls rose (+19,000) while manufacturing employment (-4,000) and mining (+2,100) were
little changed. Government payrolls increased by 22,000 jobs for the month, primarily at the local level.
The headline unemployment rate declined to 4.6% in November, while the labor force participation rate edged down
to 62.7%. Average hourly earnings decreased by $0.03 to $25.89, and over the past twelve months average earnings
have risen by 2.5%.
The October Job Openings and Labor Turnover Survey (JOLTS) shows the number of job openings fell by 97,000 to
5.53 million and the number of hires was down by 22,000. Quits declined by 66,000 and the quit rate remained
anchored at 2.1%.

SALES


Holiday shopping appeared off to a disappointing start as retail sales rose by just 0.1% in November. Sales in the auto
sector fell 0.5% for the month resulting in sales ex-auto up 0.2%. Monthly sales rose in a number of business
categories including furniture & home furnishings stores (+0.7%); building material, garden equipment, & supplies
dealers (+0.3%); gas stations (+0.3%); and food & drink places (+0.8%). Year over year, retail sales have increased by
3.8%.

PRICES




U.S. import prices decreased 0.3% in November as prices for fuel imports dropped by 3.9% and prices for imports
excluding fuel ticked 0.1% lower. Import prices had generally trended higher since February, but remain 0.1% below
year ago levels.
Consumer prices trended 0.2% higher in November following gains of 0.4% in October and 0.3% in September. The
consumer food index posted no change in November as a slight drop in food at home was offset by a like gain in
food away from home. The index of consumer energy prices rose 1.2% for the month on seasonally adjusted gains
in gasoline (+2.7%) ; electricity prices were flat and natural gas prices declined 0.4%. Excluding food and energy, the
core Consumer Price Index increased 0.2% primarily on higher shelter prices. Since November 2015, the CPI rose
1.7% and the core CPI advanced 2.1%.

I HEAR THE BELLS
The FOMC decided in the December meeting to raise the target federal funds rate range by 25 basis points to 0.5% to 0.75%
with a further projection of three additional hikes in 2017. While their outlook for employment, inflation, and economic
growth was little changed since September, it reaffirms their conviction that inflation will continue to firm toward the 2.0%
target over the next year or two. The excess slack in the economy implied in the capacity utilization rate could dampen
inflation pressures and restrain capital spending in the industrial sector in the near term. However, the continued
tightening in the labor markets should support rising wages going into next year and will be driver for the pace of inflation
after we ring in the New Year.
Information and opinions expressed herein are of a general nature and should not be construed as
investment or economic advice. Relevant information was obtained from sources deemed to be reliable,
but First Commonwealth does not guarantee it to be accurate. Opinions and forecasts are subject to
change without notice. First Commonwealth does not assume any liability for any loss that may result
from a person acting on this information.

