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Economic data tracker – More evidence of cooling inflation

Trend watch and what’s new this week
We are still seeing the remnants of the Thanksgiving holiday, which 
skewed much of the activity-based data in the past couple weeks (slides 
5 and 6). This is apparent in air passenger counts, dining reservations, 
and hotel occupancy, which have bounced around the past few weeks. 

Inflation cooled in November, but still a long way to go for prices
We continue to see evidence that inflation peaked. Wholesale inflation 
readings, measured by the Producer Price Index (slide 7), rose 0.3% in 
November, the same pace as September and October. On a year-over-
year basis, it increased 7.4%, down substantially from the peak of 11.7% 
in March. Lower energy prices have been the biggest downward driver in 
recent months. Of course, wholesale prices eventually work their way into 
consumer prices.

Yet, the pace of core PPI, which excludes food & energy, rose 0.4% for 
the month and increased 6.2% YoY compared to 9.7% in March. Hotter 
core prices have largely been within services, which have reaccelerated 
during the past few months. 

Used car prices continue to slide, as are gasoline prices

On slide 8, we revisit the price index of used vehicles, which have 
dropped in 9 of the past 10 months, including November. Prices are down 
14.2% on a year-over-year basis, which is a far cry from the 54% spike in 

April ’21. SUVs and luxury cars are the segments where used car prices 
appear to be getting hit the worst. 

On slide 9, the nationwide average price for gasoline has steadily 
declined since the peak just above $5 in June. It is now a few pennies 
from the year-end 2021 price of $3.29. Still, it remains more than 25% 
above the year-end 2019 price. 

Services activity remains solid, along with more soft prices
The Institute for Supply Management (ISM) Services Index rose in 
November, continuing a 30-month expansion streak dating back to May 
’20 (slide 10). Meanwhile, the price paid component continued its sharp 
decline, down for the sixth time in seven months (May through 
November). This is encouraging news on the inflation front as this is 
broader than the aforenoted services within wholesale prices.

Consumer sentiment recovering, inflation expectations slip
Consumer sentiment, as measured by the University of Michigan 
Consumer Sentiment Index, rebounded in December (slide 11). It is up 
from weak readings in November and June, which was the lowest level 
since the series began in 1978. Meanwhile, within the survey, inflation 
expectations for the coming year slipped to 4.6%, the lowest since 
September 2021, while longer-term inflation expectations held steady at 
3.0%. Inflation expectations are key indicators for the Federal Reserve, 
which is laser-focused on reining in inflation expectations.



Economic commentary – Our take and the bottom line
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Productivity recovering, while unit labor costs cool
Productivity, which measures output per hour, rose 0.8% in the third quarter 
following declines in three of the prior four quarters (slide 12). It is important 
in economics insofar as it relates to the standard of living, especially since 
productivity tends to increase wages over time. Meanwhile, unit labor costs 
rose 2.4% during the quarter, slower from an average above 7% over the 
previous four quarter. This is yet another indication that inflation is cooling.

Our take

A wide variety of prices—from gasoline and shipping costs to lumber and 
automobiles—have shown clear signs of cooling in recent months. After 
more than two years of sticker shock, this is welcomed news for most 
Americans. 

We’re holding back on cheering just yet until we know if the cause is more 
troublesome. For instance, have prices recoiled because of weakening 
demand or the repair of supply chains? While we tend to believe it’s largely 
the latter, the answer isn’t entirely apparent. 

Ultimately, the answer to that question presents a challenge for the Federal 
Reserve (Fed), which will continue hiking interest rates to further slow the 
economy to ensure that inflation doesn’t linger. The Fed is clearly 
concerned about prematurely letting up on the inflation fight—one of the 
Fed’s big mistakes during the 1960s and early 1970s, which took almost a 
decade and multiple recessions to control. 

Unlike markets and pundits, the Fed doesn’t have luxury of waiting for 
“perfect information” that the inflation dragon is slayed prior to making the 
decision to stop. 

Yet, given many clear signs of cooling inflationary pressures, we believe 
that the Fed will stepdown the size of hikes to 0.50% at the December 14 
meeting after four supersized rate hikes of 0.75%. Beyond that, the Fed will 
need further evidence of cooling, especially by the labor market, before it 
slows the pace further or stops rate hikes.

Bottom line
The U.S. economy has slowed significantly since the summer and inflation 
has clearly peaked. This should provide enough cover for the Fed to back 
down from its aggressive moves and hawkish rhetoric, which increases the 
possibility, albeit slightly, that the U.S. economy might achieve a soft-ish
landing. While it isn’t necessarily inevitable, a recession in the coming 12 
months still appears highly probable in our view. 
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Gross domestic product (GDP) q 3Q P: 2.9% 3Q F: 2.9%
Revised up by 0.3 thanks to better consumer and business spending, 
and net exports, but these were partially offset by downward revisions 
residential housing and business inventories.
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Unemployment rateX  Nov: 3.7% Dec: 3.7% Held steady for a second month, up from the cycle low of 3.5%.

Monthly jobs (nonfarm)  Nov: 263K Dec: N/A Beat the 200K consensus again, but conditions have clearly cooled. 

Weekly jobless claims+  12/3: 230K 12/10: 234K Ticked higher WoW, impacted by the holiday; still near historic lows.

Nonfarm productivity  3Q F: 0.8% 4Q A: N/A
Revised upward and rose in 3Q22 after 2 straight negative quarters. 
Also, unit labor costs rose 2.4% vs. 6.7% in 2Q22 and 8.5% in 1Q22.
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Federal funds rate 
3.75% –
4.00%

12/14: 4.25% –
4.50%

Fed followed through with 4th straight supersized rate hike of 0.75% in 
Nov. to combat inflation. Market expects 0.50% at the Dec. meeting. 

10-year U.S. Treasury yield q 3.54%‡ Flat/down
Rates drifted lower WoW, the lowest since mid September, but 
remain at the highest level since 2011. We expect more volatility. 

10-year AAA GO muni yield q 2.56%‡ Flat/down
Slipped modestly from last week as it continues to recoil from above 
3.4% in mid October. 

30-year fixed mortgage rate q 6.63%‡ Flat/down
Bounced up WoW, but fell sharply from 7.35% a month ago, though is 
still the highest since ’08. Higher rates hurt housing affordability. 
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Consumer prices (CPI)X q Oct: 0.4% Nov: 0.3%
Inflation is definitely cooling. Stayed at up 0.4% MoM vs. consensus 
of up 0.6%. Overall CPI rose 7.7% YoY, down from 9.1% in June.

Core CPI q Oct: 0.3% Nov: 0.3% Cooled, up 0.3% MoM, while YoY rose 6.3% down from 6.6%. 

Producer prices (PPI) q Nov: 0.3% Dec: N/A YoY increased 7.4% down substantially from 11.7% in March. 

Core PPI q Nov: 0.4% Dec: N/A Has clearly peaked as YoY rose 6.2% down from 9.7% in March.

Good  q Bad   Neutral  +Leading indicator XLagging indicator ‡Intraday quote  Bloomberg consensus shown
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Existing home sales q Oct: 4.43M Nov: 4.20M Fell 5.9% MoM, dropped for record 9th month in a row in October.

New home sales q Oct: 632K Nov: 608K
Jumped 5.7% MoM, but down in 8 of the past 10 months. Meanwhile, 
prices rose 8.2% MoM on continued tight supply regionally. 

New housing starts q Oct: 1.425M Nov: 1.400M Down 4.2% MoM, with weakness from both multi- and single family. 

New permits+ q Oct: 1.512M Nov: 1.488M Down 2.4% MoM, single family down for the eighth straight month.
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Durable goods orders+  Oct F: 1.1% Nov P: N/A
Rose MoM thanks to transports, but core capital goods orders (ex-air 
& defense) fell 0.4% MoM, just below the fresh all-time high.

ISM Manufacturing Index  Nov: 49.0 Dec: N/A
Activity is now contracting, snapping a 29-month expansion streak. 
Prices paid component is now contracting, which is good for inflation.

ISM Services Index  Nov: 56.5 Dec: N/A
Beat expectations and rose, which was 30 straight month of 
expansion. Price paid component slipped for 6th time in 7 months. 

Business inventoriesX  Sep: 0.4% Oct: 0.4% Down to its slowest MoM pace since April ’21. 
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Personal income  Oct: 0.7% Nov: 0.1% Largest MoM rise in 15 months, buoyed by solid wage growth. 

Personal spending  Oct: 0.8% Nov: 0.2% Largest MoM increase in 4 months, after dipping modestly in July. 

Advance retail sales  Oct: 1.3% Nov: -0.1%
Big upside surprise, with the largest increase in eight months and 
hitting a new all-time high. 

Consumer sentiment q Dec P: 59.1 Dec F: 59.1
Surprised to the upside, while short-term inflation expectations 
slipped to 4.6%, lowest since September ’21. 

Good  q Bad  Neutral  +Leading indicator XLagging indicator ‡Intraday quote  Bloomberg consensus shown
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U.S. activity-based data matrix

I n d i c a t o r
R e l a t i v e  

t r e n d
W h a t  w e ’ r e  w a t c h i n g

Back to office q
Jumped to 49.0 (pre-pandemic indexed to 100) matching the post-pandemic high. Top cities are Austin (66), 
Houston (59), and Dallas (56); bottom are San Jose (36) and San Fran (42). While the trend is steadily 
improving, it remains less than half of pre-pandemic levels, which is not conducive for overall growth.

TSA air passenger 
throughput 

Weekly count fell 6.9% WoW to 14.1 million, which is 12.6% below the 2019 weekly average of 16.1M. 
Passenger counts are -4.8% from the same week in Dec. ’19 but are now 13.6% above Dec. ’21. 

OpenTable restaurant 
bookings 

Improved to -7.0% compared to pre-pandemic levels from -7.5% the prior week. Top positive states were led by 
Nevada (+29%) and Rhode Island (+28%); bottom were Illinois (-26%) and Pennsylvania (-25%). Top cities 
were Ft. Lauderdale (+25%) and Miami (+24%); bottom were Minneapolis (-48%) and Portland (-43%). 

Hotel occupancy  Occupancy rebounded to 55.7% from 50.4% during Thanksgiving week. The average daily rate was $141.71, 
up 10.2% from the same week in Dec. ’19, and revenue per available room was $78.50, up 1.7% from Dec. ’19.

Freight (rail/truck/ship) 
Rail carloads rebounded 19.9% WoW after Thanksgiving, but dropped 23.5% MoM in November, though that’s 
fairly typical historically. Container traffic, which fell 0.5% MoM in October, appears to be permanently shifting 
away from west coast ports in U.S. But total freight volumes were virtually unchanged MoM in November. 

Staffing index  Rose to 108.2 in the latest week, just below the all-time high of 108.7 set in mid October. The pre-pandemic all-
time high was 105.8 set in Dec. ’14. The cycle low was 59.6 set in April ’20. 

Apartment rental prices 
Rent index in October rose 0.3% MoM, the coolest pace in 24 months, and up 9.8% YoY. While prices are 
significantly above pre-pandemic levels, the rental growth rate clearly peaked during the second half of 2021. 

Trend relative to whether it is favorable for economic growth:
Positive qNegative Neutral / Mixed

Sources: Truist IAG, Bloomberg, Kastle Back to Work Barometer, Transportation Security Administration, 
OpenTable, STR/CoStar, American Staffing Association, Zillow. Week-over-week and year-over-year change 
are abbreviated as WoW and YoY, respectively. 



Sources: Truist IAG and the following additional sources respectively: Top left: Bloomberg, NY Federal Reserve Weekly Economic Index through December 3, 2022. Top right: (U.S. intermodal freight carloads) 
Bloomberg, Association of American Railroads Intermodal Trailers U.S. Freight Carloads, 4-week average through November 25. Bottom left: Bloomberg, OpenTable 7-day average through December 8. Bottom right: 
Bloomberg, Transportation Security Administration (TSA) 7-day average through December 8.

Activity-based trends dipped with seasonality in November

1.2%

-12%

-8%

-4%

0%

4%

8%

12%

'19 '20 '21 '22

NY Fed weekly economic index

-7.0%

-100%

-80%

-60%

-40%

-20%

0%

20%

'20 '21 '22

OpenTable bookings % change 
compared to 2019 (7-day average)

244,032

175,000

225,000

275,000

325,000

'19 '20 '21 '22

U.S. intermodal freight carloads 
(4-week average)

0

1

2

3

1 41 81 121 161 201 241 281 321 361
Day of the year

TSA checkpoint traveler throughput 
(7-day average, in millions)

2019 2020 2021 2022



Wholesale prices have clearly peaked, though remain still elevated 

Wholesale inflation readings, measured by the Producer Price Index, rose 0.3% in November, the same pace as September and October. On a year-
over-year basis, it increased 7.4%, down substantially from 11.7% in March. The pace of core PPI, which excludes food & energy, rose 0.4% for the 
month and increased 6.2% YoY compared to 9.7% in March. Of course, wholesale prices eventually work their way into consumer prices.

Sources: Truist IAG, Bloomberg, Bureau of Labor Statistics; monthly data through November 2022. 
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Used car prices continue to slide, more signs inflation is cooling

The price of used vehicles have dropped in 9 of the past 10 months. In November, prices edged down 0.3%. Prices declined 14.2% on a year-over-year 
basis, which is a far cry from the 54% spike in April ’21. SUVs and luxury cars appear to be getting hit the worst. 

Sources: Truist IAG, Haver, Manheim; figures shown on a mix, mileage, and seasonally adjusted basis. Monthly data through November 2022. Sports Utility Vehicle (SUV) and Crossover Utility Vehicle (CUV). 
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Gasoline prices slip near the lowest for 2022

The nationwide average price for gasoline has 
steadily declined since the peak just above $5 in 
June. It is now a few pennies from the year-end 2021 
price of $3.29. 

The cause of the first half surge in 2022 was the 
Russia-Ukraine war, which threatened global crude 
oil supply. The rollback has been driven by the 
resilience of crude oil production globally. 

Still, U.S. gasoline prices remain more than 25% 
above the pre-pandemic level of $2.58. 

Source: Truist IAG, Bloomberg, CME-Chicago Mercantile Exchange. Daily data through December 10, 2022.
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ISM Service contract in November, but prices have clearly peaked

Institute for Supply Management (ISM) Services Index rose to a reading of 56.5 in November, continuing a 30-month expansion streak dating back to May 
’20. The price paid component continued its sharp decline, down for the sixth time in seven months (May through November). 

Sources: Truist IAG, Bloomberg, Institute for Supply Management (ISM); monthly data through November 2022.
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Consumer sentiment recovering, while inflation expectations dip

Consumer sentiment, as measured by the University of Michigan Consumer Sentiment Survey, rebounded to a preliminary reading of 59.1 in December. 
That is up from 56.8 in November and 50.0 in June, which was the lowest level since the series began in 1978. Meanwhile, within the survey, inflation 
expectations for the coming year slipped to 4.6%, the lowest since September 2021, while longer-term inflation expectations held steady at 3.0%. 

Sources: Truist IAG, Bloomberg, University of Michigan; monthly data through December 2022 (preliminary). 
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Productivity recovering, while unit labor costs cool

Productivity, which measures output per hour, rose 0.8% in the third quarter following declines in three of the prior four quarters. Meanwhile, unit labor 
costs rose 2.4% during the quarter, slower from an average above 7% over the previous four quarter. This is yet another indication that inflation is cooling.

Source: Truist IAG, Bloomberg, Bureau of Labor Statistics; percent change from prior quarter at annual rate, quarterly data through third quarter 2022. 
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