MooDY’s

ANALYTICS

Economic View
u.s.

Authors

Matt Colyar
Economist
matt.colyar@moodys.com

Don Mathers
Director-Data Science
don.mathers@moodys.com

Editor

Reid Kanaley
Editor
reid.kanaley@moodys.com

Contact Us

Email
helpeconomy@moodys.com

U.S./Canada
+1.866.275.3266

EMEA
(London) +44.20.7772.5454
(Prague) +420.224.222.929

Asia/Pacific
+852.3551.3077

Web
WWW.economy.com/economicview

U.S. B2B TRACKER

AUGUST 4, 2023

Long term looks brighter than near term

On a seasonally adjusted basis, business-to-business, or
B2B, spending slid 1.8% from May to June. Relative to a
year earlier, B2B spending was down 3.2% in June.
Businesses continue to pare back, but the decline in B2B
spending is also a function of the meaningful easing in
price growth. The producer price index for final demand,
one estimation of business-to-business costs, has
decelerated far more quickly than consumer prices.
Relative to a year earlier, the PPI for final demand was up
just 0.2% in June. For the final demand of goods, prices were down 4.2% from a year ago.

U.S. B2B spending,
m/m % change, SA

JUNE: -1.8%

The U.S. economy showed an encouraging resilience in the first half of 2023. Though loosening, the labor
market remains unusually tight. The four-week moving average for initial Ul claims slid below 230,000 in July.
Job openings continue to slide downward, but there remain 1.6 openings for every unemployed person in the
U.S. Less than the 2:1 ratio reached a year ago, but that hardly constitutes labor market slack. This tightness will
keep incomes growing and consumer spending chugging along. However, the effect is due to wane in the
quarters ahead. Job growth is finally shifting into the slow lane and the drag from the Federal Reserve’s
restrictive policy is still making its way through the economy.

Businesses, particularly goods producers, are looking past the weakness of the next year or two. Investment in
new factories and upgrades to existing facilities has increased to nearly its highest level in more than 30 years.
Total spending is now more than on new office space and is set to rise further. For example, building of facilities
to make computer chips will grow over the next several years. Five of the biggest producers—Intel, Texas
Instruments, Samsung, TSMC and GlobalFoundries—are building factories in the U.S.

Several developments have led to this resurgence. First, U.S. output had declined from about one-third of the
global total in 1990 to just over 10% in 2021. Countries including Korea, Taiwan and Singapore gained share
because of their lower labor costs and greater government subsidies. Second, plant shutdowns during the
pandemic suddenly reduced supply and created a global shortage. More recently, China's actions with respect to
Taiwan, the home of TSMC, have raised security concerns. Once companies realized their vulnerability, they
pushed for federal legislation. The result was the Chips Act in August 2022 that provides for a 25% tax credit on
investment in domestic chip-making capacity.

The growth in the building of chip plants is consistent with the trend toward reshoring—relocating operations of
U.S. companies that are currently in other countries back to the U.S. Many of the same factors also tend to
boost foreign direct
investment into the
U.S. for companies that
need to be close to
their U.S. customers.
Over the past 13 years,
reshoring and foreign
direct investment
together resulted in the
announcement of 1.6
million manufacturing
jobs cumulatively,
according to data
collected by Reshoring
Initiative. Reshoring in
particular has ,
accelerated since 2019.

First Half of 2023 Exceeded Expectations

Real gross domestic product, % annualized growth
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B2B Big Picture

Monthly B2B Spending Changes B2B Spending by Business Size

Total B2B spending, weighed by industry, % change mo ago, SA Total B2B spending, % change yr ago
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B2B Trends

Supply Chains
B2B spending, % change yr ago, by supply-chain segment
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Retail Sales & B2B Spending

B2B spending and retail sales, % change yr ago
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Small-Business Spending

% change yr ago in small-business B2B spending, 3-mo MA
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Goods vs. Service Industries

B2B spending, % change yr ago
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Composition of Spending

Total spending by business activity, % change yr ago
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Inflation and B2B Spending
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