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MANUFACTURING  
 Growth in the manufacturing sector remained strong, as the ISM’s manufacturing index registered 59.1% in January, down 

0.2 percentage points from December.   New orders, production, and employment all grew at a slower pace for the month, 

while new export orders accelerated to its fastest pace in over six years.  Input prices continue to rise as the ISM Prices Index 

rose 4.4 percentage points to 72.7%.  Overall the survey suggests that the momentum in manufacturing activity from last year 

has carried over into the first quarter of 2018. 

 In contrast to the upbeat ISM survey, the Federal Reserve reports that industrial production ticked down 0.1% in January 

following a downwardly-revised gain of 0.4% in December.  Factory output was flat for the second month in a row. Mining 

accounts for much of the recent weakness and output fell 1.0% in January reflecting drops across all major mining component 

industries.  Utilities production increased 0.6% for the month.   The capacity utilization rate fell slightly to 77.5% in January, 

and remains 2.3 percentage points below the longer term average. 

 

LABOR MARKETS 
 Payrolls rose by 200,000 in January, with noteworthy gains in construction (+36,000); food & drink establishments (+31,100); 

health care (+20,600); retail trade (+15,400); manufacturing (+15,000); and financial activities (+9,000).  Average hourly 

earnings rose by $0.09 in January and year over year wages have increased by 2.9%.   The official unemployment rate held 

steady at 4.1% and the labor force participation rate remained stuck at 62.7%. 

 Job openings fell by 167,000 in the December Job Openings and Labor Turnover Survey, though November’s reading was 

revised higher.  The number of hires was little changed (-5,000), while total separations rose modestly (+26,000).  Within 

separations, the number of quits rose by 98,000 and the quits rate edged up to 2.2% which might suggest increased 

confidence in the labor market. 

 

SALES 
 Retail sales fell well short of expectations in January, declining 0.3%.  Auto sector dales dropped by 1.3%, leaving sales ex-

auto flat.  Monthly sales also declined at furniture & home furnishings stores (-0.4%); home improvement stores (-2.4%); 

health & personal care stores (-1.2%); and sporting goods, hobby, book, & music stores (-0.8%).  Sales rose in electronic & 

appliance stores (+0.5%); gas stations (+1.6%); clothing & accessories stores (+1.2%); and department stores (+0.8%).  Over the 

past 12 months, retail sales have increased 3.6% not adjusted for inflation.  

 It is worth noting that December retail sales figures were revised lower (from +0.4% to 0.0%), including a downward revision 

to the control group (from +0.3% to -0.2%) which could translate into weaker personal consumption expenditures than 

previously reported in fourth quarter GDP. 

 

PRICES 
 The Consumer Price Index (CPI) increased 0.5% in January following gains of 0.3% and 0.2% in November and December.  

In January, consumer food prices rose 0.4%, primarily on food away from home.  The consumer energy index jumped 3.0% 

for the month reflecting large gains in gasoline and fuel oil as well as more modest increases in prices for electricity and 

natural gas.  Excluding food and energy, core CPI rose 0.3% with higher prices for shelter, medical care services, auto 

insurance, and apparel.  From year ago levels, headline CPI increased 2.1% and core CPI rose 1.8%. 

 The Producer Price Index (PPI) for final demand rose 0.4% in January with gains for both goods and services.  With final 

demand goods, over 80% of the increase can be attributed to the 3.4% rise in wholesale energy prices.  Excluding food, 

energy, and trade services, PPI for final demand rose 0.4%.     

 The index of U.S. import prices increased 1.0% in January.  After rising 2.9% in December, fuel import prices gained 4.7% in 

January on higher prices for petroleum and natural gas.  Prices for nonfuel imports increased 0.4% for the month on 

stronger prices for industrial supplies; autos; foods, feeds, & beverages; and capital goods.  

 

WARMING UP 

Recent measures of inflation have come in a bit hotter than anticipated, and concerns about how the Fed may react – or overreact – 

have contributed to the significant increase in market volatility.  With labor markets at or near full employment and prices 

continuing to firm, we fully expect the Fed to hike rates at the March meeting and look for two to three additional increases over the 

course of 2018. 


