Small business confidence reaches 7-month high in June
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July 11 (Reuters) - U.S. small business confidence climbed to a seven-month high in June as pessimism about the economic outlook diminished sharply and sales expectations improved, but a still-tight labor market continued to drive concerns about inflation, according to a survey released on Tuesday.
The National Federation of Independent Business (NFIB) said its Small Business Optimism Index rose 1.6 points to 91 last month, the greatest month-to-month improvement since August 2022.
That improved optimism appeared to be helping firm up small businesses' investment plans and expectations for price increases: One-in-four firms plan near-term capital spending, up from a three-year low earlier in the spring, and nearly a third reported intentions to raise prices - a seven-month peak. Some economists concluded those price-hiking plans would be "unwelcomed" by the Federal Reserve, which has raised interest rates by 5 percentage points since March 2022 in the effort to curb inflation.
"The Fed will be paying far closer attention to the slightly weaker tone of the employment report and the incoming CPI data when setting policy over the coming months. But the NFIB survey points to a combination of resilient investment spending, a still-strong labor market, and persistent price pressures," said Michael Pearce, lead U.S. economist for Oxford Economics.
Pearce saw the report strengthening the likelihood of two rate hikes before the end of the year, starting with a quarter-point increase at the coming July meeting.
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