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Another supersized rate hike from the Fed
The Fed announced another fed funds rate hike of 75 basis points, and Chair
Powell suggested that the terminal rate could be higher than previously
anticipated. Solid job gains in October, which were higher than expected and
point to further demand in the labor market, are unlikely to alter that view.
Additionally, the ISM business surveys fell but continue to show expansion,
although only narrowly for manufacturing.

Another sharp rate increase from the Fed
For a fourth straight meeting, the Fed raised the fed funds rate by 75 basis
points, this time to a 15-year high of 3.75-4.0 percent. The 375-basis-point
increase since March is the fastest rise since the early 1980s, which was also the
last time the Fed dealt with inflation as high as the current pace.

The statement released Wednesday indicated that some members of the FOMC
could be softening their stance regarding future rate hikes, noting that the
committee will take into account the cumulative moves thus far and the lags
associated with monetary policy when deciding on hikes going forward.
However, Chair Powell struck a decidedly more hawkish tone in his comments,
emphasizing that inflation trends remain sticky and could lead to a higher
terminal fed funds rate than what was shown in the September projections. As a
result, market expectations quickly jumped to around 5.00 percent for year-end
2023, a much more restrictive level for economic growth.

Labor market tightness continued into October
The labor market posted another solid month in October as nonfarm payrolls
grew by 261,000. The three-month average for job gains did slow to its weakest
pace since January 2021 at 289,000, indicative that demand for workers has
waned slightly. But recent job growth still surpasses the number of new entrants
to the labor force. More than a quarter of job gains in October were in health
care, which has consistently seen very strong job growth this year.

While the U-3 unemployment rate climbed to 3.7 percent, labor market
conditions broadly remain tight. Average hourly earnings rose by 0.4 percent,
with year-over-year growth still high at 4.7 percent. Additionally, the labor force
participation rate fell for a second straight month and has been stagnant this
year despite widespread job opportunities and rising pay. Job gains are
expected to slow measurably over 2023 as the full impact of the Fed’s rate
increases reduces hiring demand. But the labor market still has plenty of
momentum in the near-term, helping to put off imminent recession concerns.

ISMs weaken; manufacturing nearing contraction
The ISM services index fell to its lowest level since May 2020, but expansion
continued for the 28th consecutive month. The new orders, business activity, and
employment components fell, with the employment index dipping into
contraction. Counter to the improving supply trend, input prices accelerated in
October, while supplier delays lengthened at their fastest pace in three months.

The ISM manufacturing index also fell to its lowest level since May 2020 and is
now only barely in expansion. The employment reading was flat month-over-
month and new orders contracted for the fourth time in five months. On the
upside, there was further evidence of decelerating price pressures for
manufacturers as the prices paid index fell below 50 in response to lower
energy prices and softening demand for a few key commodities. The supplier
deliveries index showed no delays for the first time since 2016 and registered its
lowest reading since 2009. The backlog of orders also shrank due to weakening
demand, but there could be some offset in coming months if prices continue to
fall to encourage renewed growth in new orders.
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Despite signs of reduced demand 
for labor within some industries, 
the trend for job growth has only 
slowed modestly over the last six 
months.

The supplier delivery index for 
manufacturing fell below 50 in 
October, illustrating a combination 
of healthier supply chains and 
diminishing demand for goods.

Payroll growth slows 
but remains solid

Supplier delays shorten 
for manufacturing
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Optimism of business owners looks to dip on higher rates
Small business optimism, although up in recent months, remains low with worries rising 
that higher borrowing rates will hurt future earnings. Finding labor remains difficult for 
firms, with the employment outlook declining as recession concerns remain elevated. 
The skilled labor shortage persists, limiting opportunities to expand into attractive 
markets — with a lower optimism reading expected for October.

Prices expected to rise again, adding to food and fuel costs

Consumer credit expected to rise

Consumer 
Price Index 

(CPI)

Consumer 
Credit

Sources: BLS

Nov
10

October’s CPI gain should be boosted by the continued rapid rise in food and gasoline
prices, with an increase of 0.7 percent projected. Core prices are expected to be
elevated, too, pushed up by rising costs for housing and medical care services. The
hand off between core goods and core services inflation should extend in October,
putting further pressure on the Fed to remain aggressive with rate actions to slow the
pace of underlying inflation.

Credit card use by consumers is up sharply over the past year as a crutch to help
households withstand inflationary pressures. We expect a sizable increase in consumer
credit in September, aided by rising non-revolving balances with healthy durable
goods spending. Still, debt burdens remain manageable as household balance sheets
are in solid shape with help from rising incomes.
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Here’s what we are watching this week:

CPI Core Services (YoY)
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The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without notice. These forecasts
show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they will not reflect actual performance. We
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Interested in learning more from Nationwide Economics? Find this and other 
content from Nationwide at blog.nationwidefinancial.com/markets-economy.

Period Actual Previous

Dallas Manufacturing Activity Monday -19.4 -17.2

S&P Global US Manufacturing PMI Tuesday 50.4 49.9

JOLTS Job Openings Tuesday 10,717 k 10,280 k

Construction Spending MoM Tuesday 0.2% -0.6%

ISM Manufacturing Tuesday 50.2 50.9

ADP Employment Change Wednesday 239,000 192,000

FOMC Rate Decision Wednesday 3.75% 3.00%

Initial Jobless Claims Thursday 217,000 218,000

Continuing Claims Thursday 1,485 k 1,438 k

Trade Balance Thursday -73.3 b -$67.4b

Nonfarm Productivity Thursday 0.3% -4.1%

ISM Services Index Thursday 54.4 56.7

Factory Orders Thursday 0.3% 0.0%

Change in Nonfarm Payrolls Friday 261,000 315,000

Unemployment Rate Friday 3.7% 3.5%

Average Hourly Earnings YoY Friday 0.4% 0.3%

Previous Week’s Indicators

This Week’s Indicators
Release Date Period Forecast* Previous

Consumer Credit Monday September 34.5 b 32.2 B

NFIB Small Business Optimism Tuesday October 91.0 92.1

CPI (m/m) Thursday October 0.7% 0.4%

CPI (y/y) Thursday October 8.1% 8.2%

Core CPI (m/m) Thursday October 0.5% 0.5%

Core CPI (y/y) Thursday October 6.6% 6.6%

Jobless Claims Thursday Week ending November 5 220,000 217,000

Continuing Claims Thursday Week ending October 29 1,440 k 1,485 k

Consumer Sentiment Friday November 59.0 59.9

about:blank

	Slide Number 1
	Slide Number 2
	Slide Number 3

