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MANUFACTURING  

 The October PMI indicates continued moderation in U.S. manufacturing activity.  The Index slipped 2.1 percentage 

points to 57.7%, suggesting that growth remains solid but well off the pace from the summer.  The indices for 

production (-4.0 points) and new orders (-4.4 points) registered the biggest decelerations within the PMI components, 

pointing to slower activity ahead.  Input prices rose more rapidly in October with the ISM Prices Index up 4.7 

percentage points to 71.6%.  Supply chains remain stressed, and many respondents noted pricing pressures directly 

related to tariffs. 

 Industrial production ticked 0.1 percent higher in October following a 0.2% gain in September.  Despite weakness in 

auto production, factory output increased by 0.3% for the second consecutive month.  Utilities production fell 0.5% for 

the month, while mining output declined 0.3%.  The capacity utilization rate was little changed at 78.4% (-0.1), a level 

1.4 percentage points under the 1972-2017 average. 
 

LABOR MARKETS 

 Job growth rebounded in October as U.S. payrolls rose by 250,000 with gains in leisure and hospitality (+42,000); health 

care (+35,600); professional and business services (+35,000); manufacturing (+32,000); construction (+30,000); 

transportation and warehousing (+24,800); social assistance (+11,100); financial activities (+7,000); and information 

(+7,000).  The official unemployment rate remained 3.7% and labor force participation advanced by 0.2 percentage 

points to 62.9% for the month. Average hourly earnings rose by $0.05 to $27.30, and year over year hourly wages are up 

by $0.83, or 3.1%. 

 Job openings fell (-284,000) to 7.01 million in September following the record high of 7.29 million set the previous 

month, and hires declined (-162,000) to 5.74 million.  Total separations decreased (-112,000) to 5.67 million, but the quits 

rate was unchanged at 2.4%. 
 

SALES 

 Retail sales posted a 0.8% increase in October, bouncing back from a slight contraction (-0.1%) in September.  Sales to 

motor vehicle & parts dealers rose 1.1%; excluding the auto sector, sales were up 0.7%.  Gas station sales (+3.5%) 

provided a big boost, but sales were also higher at electronics & appliance stores (+0.7%); building material & garden 

equipment & supplies dealers (+1.0%); grocery stores (+0.2%); apparel stores (+0.5%); sporting goods, hobby, musical 

instrument, & book stores (+0.5%); department stores (+1.3%); and nonstore retailers (+0.4%).  Retail sales increased 

4.6% for the twelve months ended in October. 

 

PRICES 

 In October, the Producer Price Index for final demand increased 0.6%, reflecting gains of 0.7% in prices for final 

demand services and 0.6% for final demand goods.  Prices for intermediate demand goods and services also rose for 

the month.  Year over year, PPI increased 2.9%. 

 After a modest 0.1% increase in September, the Consumer Price Index rose 0.3% in October.  Consumer food prices 

declined 0.1% as declines in prices for food at home more than offset the small rise in the index for food away from 

home.  The energy index jumped 2.4% on higher prices for gasoline and electricity.  Core CPI advanced 0.2% with 

prices rising for used cars and trucks, medical services, and shelter.  Since October 2017, headline CPI increased 2.5% 

and core CPI rose 2.1%. 

 U.S. import prices rose 0.5% in October led by a 3.3% advance in fuel import prices.  Higher prices for both petroleum 

imports (+2.8%) and natural gas imports (+24.6%) contributed to the gain.  Nonfuel import prices increased 0.2% for the 

month.  U.S. export prices rose 0.4% in October as the decline in agricultural prices (-0.3%) was more than offset by the 

increase in nonagricultural prices (+0.5%) led by gains in automotive vehicles and industrial supplies and materials. 

 

NAUGHTY OR NICE?   
With tight labor markets and rising prices, expect the Fed to remain on course with a December rate hike followed by one or two more next year. 

Economic data points to continued expansion in the coming months, but we anticipate slower growth in earnings and GDP than the peak levels 

seen this summer. Barring further deterioration in U.S. trade relations, the U.S. economy should stay out of recession – and on the “nice” list – 

through 2019. 


