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Headlines   

 Brent crude oil prices have climbed back above $115/bbl, with supply 

disruptions in the Strait of Hormuz persisting. We expect crude prices to rise 

roughly $10/bbl per week while the conflict continues, pushing gasoline 

prices higher by $1 per gallon for each month as the conflict drags on. 

 

 Markets have fully priced out all rate cuts for 2026 and are now assigning 

modest odds to a rate hike. We view this as unlikely. Tightening financial 

conditions since the start of the crisis are themselves equivalent to a roughly 

25 bp Fed hike, and inflation expectations continue to appear well 

anchored. PNC expects the Fed to remain on hold through 2026. 

 

 Consumer sentiment has fallen to near record lows, deteriorating sharply 

after the conflict with Iran escalated. Higher gas prices, falling equity 

markets, rising rates, and a softer labor market are compounding existing 

strains, raising downside risks to the consumer. 

 

 PNC expects this Friday’s jobs report to show the economy added a net 55k 

jobs in March and that the unemployment rate remained stable at 4.4%. 

Trend job growth to start the year appears to be running around 30k per 

month, which is about what we would need to keep the unemployment rate 

stable. 

 

 The effective tariff rate paid on U.S. imports will continue to drift lower in the 

first half of 2026, a trend that started even before the Supreme Court ruled 

against the administration’s use of IEEPA tariffs. Lower overall tariffs and 

sizable IEEPA tariff refunds should be helpful to firm margins, but we expect 

minimal pass‑through to consumer prices, and the overall benefit shouldn’t 

offset the coming margin drag from higher energy and input costs. 

Uncertainty around tariffs remains high. 
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Crude oil prices back up to $115/bbl 

Oil prices continued their steady, if jagged, advance 

over the past week, with Brent breaching $115/bbl 

on Monday morning. We expect oil prices to rise by 

roughly $10/bbl per week as long as the conflict 

persists, with nearly 15 million barrels per day of 

supply still being disrupted by the effective 

blockade of the Strait of Hormuz.   

For the consumer, this means that retail gas prices 

at the pump should increase by one dollar per 

month each month as the conflict persists, implying 

a significant hit to disposable income and consumer 

spending. Gas prices have already increased to 

around $4/gallon across most of the country, up 

from $3/gallon at the end of February. 

Figure 1: U.S. retail gasoline prices 

 

Market continues to price in odds of a 

rate hike in 2026… 

Oil shocks are inherently stagflationary, 

simultaneously raising inflation while weighing on 

growth. To date, however, financial markets appear 

to be placing greater weight on the potential 

impact on inflation. All expected rate cuts for 2026 

have been priced out, and markets are now 

assigning modest odds of a rate hike by year-end.  

We view the odds of a rate hike as unlikely and 

instead expect the Fed to remain on hold through 

2026 and beyond. As discussed in the next section, 

the coming growth drag from tighter financial 

conditions and higher energy costs should offset the 

need for further policy tightening. 

Figure 2: Expected number of additional rate cuts in 

2026 

 

... but tighter financial conditions 

reduce the need for Fed hikes 

Financial conditions have tightened materially since 

the start of the conflict. In addition to all rate cuts 

being priced out of markets: 

 The 2YR yield has risen more than 35 bps; 

 Equity markets have declined nearly 10%; 

 Credit spreads have widened the most since 

“Liberation Day”; and 

 Mortgage rates have increased, erasing all of 

the decline over the past six months 

Taken together, we estimate that these moves 

themselves will have roughly the same impact as a 

25 bp rate hike from the Fed, reducing the need for 

the Fed to respond further. 

This is not to dismiss the inflationary impact of higher 

oil prices. Inflation will likely rise materially in the 

coming months, reinforcing the Fed’s decision to 

remain on hold. 

However, a shift towards additional tightening 

would require clear evidence that inflation 

expectations are becoming unanchored, a 

threshold we do not believe has been met. 
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Are inflation expectations becoming 

unanchored? 

Both market-based and survey-based measures 

suggest the answer is no. 

Longer-term inflation expectations remain 

anchored, indicating continued confidence that the 

Fed will ultimately contain the shock. This gives 

policymakers room to look through near-term 

energy-driven inflation and focus on the evolving 

growth outlook. 

Figure 3: Longer-term inflation expectations 

 

Notably, the increase in short-term inflation 

expectations has been more muted than during last 

year’s tariff shock, suggesting households view the 

current episode as more transitory. 

Consumer sentiment falls to a near 

record low in March 

Consumer sentiment fell close to a record low in 

March, according to a survey from the University of 

Michigan. Around two-thirds of the survey 

responses were collected after the U.S. and Israel 

initiated hostilities with Iran, with a large drop in 

reported sentiment between the preliminary and 

final reading. So it appears that sentiment rapidly 

deteriorated after the conflict with Iran escalated. 

Consumer sentiment was already weak in late 2025 

and early 2026 and moved lower in March after the 

conflict with Iran started. The job market has been 

softening over the past few years and tariffs have 

raised prices, and now higher gasoline prices, a 

decline in the stock market, and higher interest rates 

have consumers even more anxious. The 

differences between the preliminary and final 

results for March suggest that sentiment since the 

hostilities with Iran began may be at a record low.  

Figure 4: University of Michigan Consumer 

Sentiment Index 

 

Figure 5: 1YR-ahead inflation expectations 

 

Weak consumer sentiment does not necessarily 

translate into recession. Sentiment hit a record low 

in mid-2022 when inflation was at its highest level in 

decades, but the economy held up with solid GDP 

growth and an historically strong labor market. But 

the situation is different this time around, with the 

labor market already soft and consumers stretched. 

A speedy resolution to the conflict with Iran leading 

to a quick drop in gasoline prices and a rebound in 

the stock market would likely buoy consumer 

sentiment. But if the conflict drags on, gasoline 

prices move even higher in the summer driving 

season, and stocks continue to falter, consumers 

could throw in the towel and start to pull back on 

their spending. 
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PNC expects 55k jobs added in 

March, unemployment stable at 4.4% 

The payroll jobs numbers have been unusually 

volatile through the first two months of 2026, with 

large swings driven by start-of-year revisions, 

updates to the BLS’s birth/death model, and a 

sizable healthcare sector strike in February. 

Looking through that noise, we estimate that 

underlying job growth has been running at roughly 

30k per month to start the year – right around our 

estimate of the “breakeven” pace needed to keep 

the unemployment rate stable. 

Figure 6: Payroll job growth 

 

While that represents a noticeable improvement 

from the declines in payrolls we saw in the fourth 

quarter of last year, it remains a historically weak 

pace of job creation. More importantly, it likely 

reflects a “new normal” for the labor market, with 

slower labor force growth driven in party by weaker 

immigration trends over the past year. 

Figure 7: Unemployment rate 

 

PNC Expects the economy to have added 55k jobs 

in March, including a mechanical boost of roughly 

30k from striking workers returning to payrolls. 

Excluding that effect, underlying job growth is 

expected to be closer to 25k, broadly in line with the 

pace seen so far this year. That should be sufficient 

to keep the unemployment rate roughly stable at 

4.4% in March. 

Lower tariffs, IEEPA refunds could 

help cushion firm margins in 2026 

Tariff pressures were already easing even before 

the Supreme Court invalidated the IEEPA tariffs on 

February 20. Customs duty collections peaked in 

November, while the share of dutiable imports 

retraced from its June highs through year‑end as 

more products were exempted from levies, 

suggesting tariff revenue was declining ahead of 

the Court’s ruling.  

Following the invalidation of the IEEPA tariffs, and 

after some mixed messaging, the Trump 

administration replaced roughly 55% of the lost 

IEEPA tariff revenue with 10% Section 122 tariffs. This 

is below the statutory ceiling of 15% under Section 

122, which could have replaced more than 70% of 

the lost IEEPA tariff revenue. As a result, the realized 

tariff rate paid on imports may fall below 8%. If tariff 

rates remain at current levels, that would imply 

roughly $70 billion in annualized tax relief for firms. 

There is also a separate refund channel that could 

further reinforce firms’ margins. The Court of 

International Trade ruled that the government must 

refund roughly $166 billion in previously collected 

IEEPA duties. Those payments are not automatic, 

and Customs and Border Protection is building a 

digital claims process to handle them, a process 

estimated to take 45 days.  

Even after that, refunds will be issued on a 

case‑by‑case basis, with the prospect of denial and 

litigation. That lengthens the timeline – and 

increases the uncertainty – around any potential 

payout to firms, potentially into next year, though 

there is upside risk if payments are accelerated. 
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Even so, the magnitude of the refunds suggests they 

would be meaningful for firms’ balance sheets once 

realized. 

From a cost perspective, oil‑price shocks raise 

expenses for firms not only through fuel and utilities, 

but also through freight, distribution, chemicals, 

plastics, packaging, and other petrochemical‑linked 

inputs. Firms usually respond by absorbing part of 

the shock in margins, passing part into prices paid 

by consumers, and becoming more cautious on 

hiring and investment if the cost pressure persists. 

Commodity prices have surged roughly 25% since 

the start of the year, reinforcing these pressures. 

Against that backdrop, potential tailwinds from 

tariff policy can cushion some of the non‑energy 

costs faced by firms. Lower tariffs are therefore 

more likely to support margins than materially boost 

near‑term growth. 

The bigger uncertainty is what happens after the 

150‑day Section 122 window ends. The 

administration has launched Section 301 tariff 

investigations that it has said it aims to conclude by 

around July 25, when the temporary Section 122 

tariffs expire. Prior communication from officials 

suggests that new Section 301 tariffs would be used 

to restore the tariff regime in place before the IEEPA 

invalidation. If Section 301 is used aggressively, 

much of the current tariff relief could be reversed. If 

the administration ultimately moves more slowly, 

more narrowly, or less aggressively than its earlier 

rhetoric suggested, firms would retain more of the 

current tariff savings. 

A reduction in tariff rates and tariff refunds function 

as a form of corporate tax relief, which tends to 

have only small multipliers for growth, mainly 

through higher investment. The more important 

channel to monitor is the potential reduction in 

upside risk to inflation, as firms face fewer costs to 

pass through to consumers and have greater 

capacity to absorb supply shocks. 

 

 

Figure 8: Collected customs duties peaked in 

November, declining since 

 
 

Figure 9: Dutiable imports stabilize around 40% 

 

 

Figure 10: Realized tariff rate to decline below 8% 

after replacing IEEPA with 10% Section 122 tariffs 
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Data preview 

The data calendar remains active this week, with 

releases centered on the health of the U.S. 

consumer, labor market, and near‑term demand. 

Consumer confidence is expected to weaken 

further amid signs of a cooling labor market and 

heightened geopolitical uncertainty. Labor market 

indicators should remain broadly resilient, with initial 

jobless claims edging slightly higher but remaining 

at low levels, while nonfarm payrolls are projected 

to rebound in part due to the return of previously 

striking healthcare workers. 

On the activity side, retail sales are expected to 

rebound after two consecutive monthly declines, 

supported by stronger auto sales, while vehicle 

demand more broadly is projected to improve 

modestly with better weather conditions. 

Manufacturing indicators point to some loss of 

momentum, with ISM manufacturing expected to 

slow even as survey data suggest continued 

expansion driven by improving output and new 

orders. Services activity is also forecast to 

moderate, reflecting softer demand dynamics, 

particularly in export-oriented segments.
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Additional charts and tables 

Table 1: Data release calendar 

Release Date Time Period PNC  Consensus  Last actual 

Key Releases       

Dallas Fed Manf. Activity Mon 3/30 10:30 am Mar  -- 2.0 0.2 

FHFA House Price Index M/M Tue 3/31 9:00 am Jan  -- 0.1% 0.1% 

S&P Cotality CS 20-City M/M SA Tue 3/31 9:00 am Jan  -- 0.4% 0.47% 

MNI Chicago PMI Tue 3/31 9:45 am Mar  -- 54.6 57.7 

Conf. Board Consumer Confidence Tue 3/31 10:00 am Mar  88.8 88.0 91.2 

JOLTS Job Openings Tue 3/31 10:00 am Feb  -- 6895k 6946k 

Dallas Fed Services Activity Tue 3/31 10:30 am Mar  -- -- -3.2 

MBA Mortgage Applications Wed 4/1 7:00 am Fri 3/27  -- -- -10.5% 

ADP Employment Change Wed 4/1 8:15 am Mar  40 40k 63k 

Retail Sales Advance M/M Wed 4/1 8:30 am Feb  0.4% 0.5% -0.2% 

Retail Sales Control Group Wed 4/1 8:30 am Feb  -- 0.3% 0.3% 

ISM Manufacturing Wed 4/1 10:00 am Mar  52.0 52.4 52.4 

Business Inventories Wed 4/1 10:00 am Jan  0.1% 0.00% 0.10% 

ISM Employment Wed 4/1 10:00 am Mar  -- -- 48.8 

Wards Total Vehicle Sales Wed 4/1  -- Mar  16.30m 15.88m 15.75m 

Challenger Job Cuts Y/Y Thu 4/2 7:30 am Mar  -- -- -71.9% 

Trade Balance Thu 4/2 8:30 am Feb  -$62.0b -$59.4b -$54.5b 

Imports M/M Thu 4/2 8:30 am Feb  -- -0.1% -0.7% 

Exports M/M Thu 4/2 8:30 am Feb  -- -2.4% 5.5% 

Initial Jobless Claims Thu 4/2 8:30 am Sat 3/28  212k 212k 210k 

Continuing Claims Thu 4/2 8:30 am Sat 3/21  -- 1833k 1819k 

Change in Nonfarm Payrolls Fri 4/3 8:30 am Mar  55k 60k -92k 

Unemployment Rate Fri 4/3 8:30 am Mar  4.4% 4.4% 4.4% 

ISM Services Fri 4/3 10:00 am Mar 54.5 2.0 0.2 

Source: Bloomberg, PNC 
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Conf. Board Consumer Confidence 

 Consumer confidence is expected to fall amid a cooling labor market and the Middle East conflict. 

 

ADP Employment Change 

 Private sector payrolls will increase at a slower pace in March. 

 

Retail Sales Advance M/M 

 Overall retail sales growth is expected to rebound in February after two consecutive declines, partly due to an increase in auto sales.  

 

ISM Manufacturing 

 Activity in the manufacturing sector will slow in March but activity will expand again after the S&P Global US Manufacturing PMI 

improved to 52.9 in March from 52.7 in February on accelerating output and new orders growth. 

 

Business Inventories 

 Inventories are forecast to rise as business rebuild post-holiday season. 

 

Wards Total Vehicle Sales 

 Light vehicles sales are projected to edge up in March after a sharp rise in February on improved weather. 

 

Trade Balance 

 The trade balance is expected to widen slightly as import growth outpaces export growth. 

 

Initial Jobless Claims 

 Initial claims are forecast to edge up but remain low. 

 

Change in Nonfarm Payrolls 

 Nonfarm payrolls are projected to rebound in March, partly due to the return of the striking healthcare workers. 

 

ISM Services 

 Service sector activity is expected to moderate amid slower growth in new orders, particularly export orders. 
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Disclosures 

The material presented and the views expressed herein are of a general nature and does not constitute the provision of 

investment or economic advice to any person, or a recommendation of any particular securities, financial instruments, 

strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant 

information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should 

seek the advice of an investment professional to tailor a financial plan to your needs. To the extent that these materials 

reference PNC data, such materials are not intended to be reflective or indicative of, and should not be relied upon as, the 

results of operations, financial condition or performance of PNC. 

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over 

time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and 

uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date 

made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual 

results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as 

from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements. 

“PNC” is a registered mark of The PNC Financial Services Group, Inc. 

© 2026 The PNC Financial Services Group, Inc. All rights reserved. 

 


