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Economic Landscape  
October 2018 

 

MANUFACTURING  
 The ISM manufacturing index registered 59.8% in September, 1.5 percentage points lower than the prior month indicating a 

more moderate pace of growth.  Production and employment accelerated for the month, but new orders, inventories, 

supplier deliveries, and backlogs slowed while remaining consistent with overall expansion levels.  The ISM Prices Index fell 

5.2 percentage points to 66.9%.  A number of respondents noted headwinds from the tariffs, and availability of labor remains 

a challenge. 

 Despite being slightly curtailed by the effects of Hurricane Florence, industrial production increased 0.3% in September.  

Utilities output was unchanged for the month, while mining production advanced 0.5%.  Factory output rose 0.2% on 

stronger durable goods production.  Capacity utilization was flat for the month at 78.1%, remaining 1.7 percentage points 

below the 1972-2017 long run average. 

 

LABOR MARKETS 
 Payroll growth stumbled in September, due in part to hurricane-related disruptions, adding only 134,000 jobs.  Industries 

posting notable job gains include professional & business services (+54,000); health care (+25,700); transportation & 

warehousing (+23,800); construction (+23,000); manufacturing (+18,000); and financial activities (+13,000).  Government 

payrolls rose by 13,000 jobs.  The unemployment rate declined from 3.9% in August to 3.7% for September, while the labor 

force participation rate was unchanged at 62.7%.  Average hourly earnings rose by $0.08 in September to $27.24, and year 

over year have increased by $0.73, or 2.8%. 

 Job openings hit a series high of 7.14 million in August, up 59,000 from July, and the number of hires rose to 5.78 million.  

Total separations increased by 110,000 to 5.71 million, and within separations the quits rate was unchanged at 2.4%. 

 

SALES 
 Retail sales undershot consensus estimates in September, rising just 0.1% following a similar gain in August.  Auto sector 

sales posted a strong 0.8% increase for the month, leaving sales ex-auto down 0.1%.  Two notable areas of weakness were gas 

station sales (-0.8%) and sales at food & drink establishments (-1.8%), though the latter is still up 7.1% year over year.  After 

declining in August, sales rebounded in furniture & home furnishings stores (+1.1%); clothing & accessories stores (+0.5%); 

and sporting goods, hobby, musical instrument, & book stores (+0.7%).  Sales continued to rise at electronics & appliance 

stores (+0.9%); building material, garden equipment, & supplies dealers (+0.1%); and nonstore retailers (+1.1%).  Since 

September 2017, retail sales have increased by 4.7%. 

 

PRICES 
 The Producer Price Index rose 0.2% in September, largely due to a 0.3% rise in services.  Goods prices ticked 0.1% lower on 

declines in energy and foods; prices for core goods rose 0.2%.  Year over year, headline PPI rose 2.6% and core is up 2.9%. 

 The headline Consumer Price Index registered a gain of 0.1% in September, a little softer than anticipated.  The food index 

was flat in September as the decline in the food at home index was offset by an increase in the food away from home index.  

Consumer energy prices fell 0.5% for the month reflecting seasonally-adjusted declines in the prices of gasoline, electricity, 

and natural gas.  Excluding food and energy, the core CPI rose 0.1% in September driven by gains in the prices of shelter, 

apparel, and medical care.  Over the past twelve months, CPI increased 2.3% and core CPI advanced 2.2%. 

 Import prices rose 0.5% in September following two consecutive months of decline.  Prices for fuel imports increased 3.8% 

for the month as the 4.1% rise in petroleum prices more than offset the 4.0% drop in natural gas import prices; prices for 

nonfuel imports were unchanged.  U.S. export prices were flat in September after falling in both July and August.  

Agricultural prices declined by 1.4% for the month, while higher prices for nonagricultural industrial supplies, capital 

goods, and automotive vehicles eclipsed the dip. 

 

A LITTLE TURBULENCE   
Hurricane Florence moved through the Southeastern and Mid-Atlantic United States in the first half of September causing billions in damage to 

property and persons.  While the effects have contributed to some recent weakness in labor markets and production data, the domestic economy 

continues to grow.  Inflation remains contained, but the recently enacted tariffs and tight labor supply could cause inflation to heat up in coming 

months.  Despite the upturn in stock market volatility, expect the Fed to remain on target with measured rate hikes into the middle of next year. 


