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» |f sustained, oil prices at current levels would meaningfully weigh on the
economic outlook. Higher energy costs would likely offset the full positive
tailwind we had expected from the One Big Beautiful Bill Act (OBBBA). While
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= The February payrolls report was weak, with employment falling by 92,000 rayhan.momin@pne.com

and the unemployment rate rising to 4.4%. While temporary factors,
including strikes and severe winter weather, likely distorted the headline
figures, adjusting for these effects suggests underlying job growth at the
start of the year is running around 35,000 per month, broadly unchanged Kurt Rankin

from the subdued pace at the end of last year. kurt.rankin@pnc.com
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* The Supreme Court struck down the IEEPA tariffs but left the refund remedy
unresolved, remanding it to lower courts. On March 4, the Court of
International Trade ordered that all importers of record subject to IEEPA
duties are entitled to refunds with interest - but refunds won’t be automatic
while the U.S. Customs and Border Protection (CBP) builds a claims-based
electronic process to handle refunds.

*  We expect February CPI to firm modestly, with headline and core prices
both rising to 0.3% m/m. Higher energy prices should lift the topline, while
softer housing services and cooling in volatile services categories will keep
underlying inflation contained.
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Oil surges above $100 per barrel

Brent crude oil prices surged above $100 per barrel
over the weekend as the conflict between the U.S.
and Iran intensified and major supply disruptions
continued to ripple through global energy markets.

Figure 1: Brent crude oil prices
135
125
15
105
95
85
75
65
55

21 22 '23 24 25 26
Source: Bloomberg, PNC

Traffic through the Strait of Hormuz - through which
roughly one-fifth of global oil shipments normally
pass - has effectively come to a halt. Producers
across the region, including Iraq and the UAE, have
curtailed exports and pulled back on production.
While the full scale of the disruption remains
uncertain, the volume of supply already affected
appears large enough to rank among the more
severe oil market disruptions of the past several
decades.

Figure 2: Number of tankers crossing through the
Strait of Hormuz
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If sustained, oil prices at current levels would
meaningfully weigh on the economic outlook. The
drag from higher energy prices would likely offset
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the positive tailwind we were expecting from the
One Big Beautiful Bill Act (OBBBA). While this shock
alone is unlikely to push the economy into recession,
it would erode the primary source of support we
expected would sustain the expansion in 2026.

Figure 3: Brent crude oil futures suggests oil price
shock will last 5-6 months
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Figure 4: Recession probability spikes after oil price
shock
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As a rule of thumb, a sustained $10 increase in oil
prices typically raises U.S. headline inflation by
roughly 0.15 percentage points and reduces real
GDP growth by about 0.10 percentage points.
Relative to the start of the year, the current move
implies roughly a 0.5 percentage point boost to
inflation and could reduce real annualized GDP
growth by roughly 0.4 percentage points, as higher
energy costs weigh on household purchasing power
and business costs. Gas prices are likely to rise
above $4 per gallon in the coming weeks, just ahead
of the summer driving season.
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There also remains meaningful upside risk to oil
prices from here if trade flows through the Strait of
Hormuz do not resume in the near term. Current
market pricing appears to assume a relatively quick
normalization of supply, with risk premia embedded
in prices falling well short of what would be implied
by a prolonged outage. As a rule of thumb, a 1%
reduction in global oil supply tends to translate into
roughly a 10% increase in oil prices. If disruptions
were to persist and as much as 20% of global supply
remained offline, oil prices could rise substantially
further, with prices potentially approaching $200
per barrel.

Economy shed 92k jobs in February,
Unemployment rate rose to 4.4%

The labor market in early 2026 looks very different
following the release of a disappointing February
jobs report. Employment fell by 92k in February,
substantially different from the consensus
expectation for modest job gains, and prior months
were revised down by a combined 69k. Taken
together, job growth averaged a meager 6k per
month over the three months through February.

Figure 5: Nonfarm payroll job growth
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Some of the weakness reflects temporary factors. A
strike involving more than 30k healthcare workers
weighed on employment during the reference
week, and severe winter weather likely restrained
hiring in weather-sensitive industries such as
construction. Even so, job losses were not confined
to healthcare, and the breadth of weakness across
private-sector industries suggests that temporary
factors alone cannot fully explain the soft report.
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Figure 6: Workers striking during the reference
week
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Figure 7: Workers not at work in February during the
reference week because of adverse weather
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The unemployment rate rose slightly to 4.4% in
February from 4.3% in January. After falling to a
more than 50-year low of 3.4%, the unemployment
rate has increased gradually since mid-2023 and
has remained between 4.0% and 4.5% since
mid-2024. This remains consistent with a solid labor
market, though one that is no longer as strong as it
was a few years ago. At the same time, annual
population control revisions resulted in a sizeable
downward adjustment to the level of the labor force
and pushed the participation rate lower,
complicating comparisons with late-2025 readings
and reinforcing the view that labor supply growth is
slowing.

The labor market softened considerably in 2025,
with annual job gains slowing to roughly 15,000 per
month, near the slowest pace of job growth outside
of a recession year. While it had appeared that job
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growth was showing welcome signs of re-
acceleration toward the end of 2025 and into early
2026, the February jobs report pours some cold
water on that view. The latest data suggest that the
labor market continues to stabilize at weak, but not
collapsing, levels.

Figure 8: Unemployment rate
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Court orders tariff refunds, but
payouts won’t be automatic

Last month, the Supreme Court invalidated the
tariffs the Trump Administration imposed under the
International Emergency Economic Powers Act
(IEEPA), removing the Administration’s most flexible
tariff authority. In response, the Administration
moved to replace the lost IEEPA tariff revenue with
10% Section 122 tariffs, which can remain in place for
150 days unless Congress renews them. The
Supreme Court did not address whether previously
collected tariff revenue must be refunded. Instead,
it remanded the remedy question to lower courts.
The U.S. Customs and Border Protection (CBP)
confirmed that tariff revenue collected under IEEPA
totaled $166 billion.

On March 4, the Court of International Trade (CIT)
ruled that all importers of record are entitled to
refunds of IEEPA duties, with interest. But relief will
not be automatic. CBP told the court it needs 45
days to build an electronic platform to process
claims, and refunds would be issued on a case-by-
case basis. Overall, the ruling creates a modest
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macro tailwind, though the timing and scale of any
cash-flow relief remain uncertain.

Figure 9: Effective tariff rate with 10% Section 122
tariffs (currently implemented)
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Separately, Treasury Secretary Scott Bessent said
the Section 122 tariff rate would be raised to 15%
from 10%, consistent with earlier public statements
from President Trump. Bessent also indicated that
the Administration intends to shift toward more
durable tariff authorities, such as Section 232 and
Section 301, in an effort to return to pre-IEEPA tariff
rates.

Figure 10: Prediction market on China tariff rate
suggests reduced upside risk from tariffs
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Prediction markets appear less convinced by these
statements. While no single market exists for the
aggregate tariff rate, China-specific contracts
imply less upside tariff risk in the near term,
particularly following weak economic data and the
recent jump in oil prices. The Committee for a
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Responsible Federal Budget (CRFB) estimates that,
through end-July, keeping the Section 122 rate at
10% instead of 15% would reduce revenue by about
$15 billion, or roughly $375 billion over 10 years if
made permanent.

Lower tariff rates are one lever the Administration
could use to offset some of the pressure from higher
oil prices, but any relief to growth and inflation
would likely be modest. At the same time, the
associated revenue loss could put upward pressure
on longer-term yields.

February retail sales likely to
rebound after January softness

January retail sales fell 0.2% m/m, in line with our
expectation. Weaker auto spending, unfavorable
seasonal factors, and weather-related disruptions
drove the headline decline. Sales were flat
excluding autos. The GDP-relevant control group -
excluding autos, gasoline, building materials, and
food services - rose 0.3% m/m and is up 4.9% vy/y,
while total sales are up 3.2% vy/y.

Figure 11: Retail Sales Growth (m/m)
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Looking ahead to February, we expect retail sales
growth to rebound, particularly as auto-related
headwinds fade. Tax refunds, boosted by the
OBBBA, were running 10% above year-ago levels
through the end of February. Although that is below
the 20% increase we had expected, the additional
cash should still support consumption, given
households’ high marginal propensity to spend out
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of tax refunds. PNC internal data are consistent with
a pickup in retail spending in February.

Figure 12: Tax refunds tracking higher
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While Daily Treasury Statement data indicate that
refunds continued to accelerate into March, the
consumption outlook beyond February is more
uncertain. Higher gas prices are likely to weigh on
control-group spending, even if headline spending
strengthens.

Figure 13: YoY percent change in card spend (3M
MA)
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Expect slightly firmer in February

We expect February CPI to firm modestly, with
headline inflation rising 0.3% m/m as food and
energy prices pick up from recent trends. Higher
gasoline prices and firmer household energy
components should account for most of the
increase in the headline index, while food prices are
likely to make a somewhat larger contribution after
a softer recent run.
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Figure 14: Core CPI inflation forecasted to slightly
firm in February (% chg, m/m)
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Note: October 2025 CPI data was not reported. The October value is drawn from
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Figure 15: Near-term inflation expectations have
risen since the start of the year
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We also expect core CPI to rise 0.3% m/m. Slower
growth in housing services should continue to
contain underlying inflation. Outside shelter, we look
for some cooling in the most volatile services
categories that jumped recently, especially travel-
related components, alongside a steadier but still
moderate pace across the broader services basket.

On the goods side, price pressures are likely to
remain somewhat firmer than before the pandemic,
as earlier cost increases continue to pass through
and early-year price resets appear in selected
categories, with vehicle prices remaining an
important swing factor.

From a policy perspective, near-term inflation risks
remain tilted to the upside. Energy prices will push
headline inflation higher quickly, and if those
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increases persist, they could spill over into a narrow
set of core categories in coming months. At the
same time, upside risks to goods prices from tariffs,
input costs, and logistics could slow disinflation
further even if shelter stays contained. Even so, we
view a cooling labor market and soft housing
fundamentals as meaningful constraints on broader
second-round services inflation, supporting a
patient Fed as policymakers wait for clearer
evidence that inflation is moving back on a gradual
downward path.

Data preview

With the FOMC communications blackout period in
progress, data toke the center stage. The key
release is Wednesday’s CPI report, which already
appears stale after the oil price shock.

On activity, we expect existing home sales edge
higher in February as modestly lower mortgage
rates provide incremental support, though
affordability and limited listings should keep the
recovery gradual. Housing starts will likely softened
in February after a strong stretch, reflecting winter
weather and subdued builder sentiment. For the
consumer, we look for another solid income print -
supported by wage gains and Social Security cost-
of-living adjustments - while spending growth
remains steady; the main question is whether
households rebuild savings or continue to spend
through the income boost.

We also expect the trade deficit narrowed in
January on a combination of softer imports and
firmer exports. Weekly jobless claims should remain
consistent with low layoffs even as hiring has
cooled, and durable goods orders likely improved in
January supported by a firmer aircraft backdrop
and ongoing Al-related demand.

Finally, the Michigan sentiment survey for March wiill
bear watching given elevated geopolitical
uncertainty and higher gasoline prices; look for any
upward drift in inflation expectations.
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Additional charts and tables

Table 1: Data release calendar

Release | Date Time Period PNC Consensus Last actual

Key Releases

NY Fed 1-Yr Inflation Expectations Mon 3/9 11:00 am Feb -- -- 3.09%
NFIB Small Business Optimism Tue 3/10 6:00 am Feb -- 99.5 99.3
ADP Weekly Employment Change Tue 3/10 8:15am Sat 2/21 -- -- 12.750k
Existing Home Sales Tue 3/10 10:00 am Feb 3.95m 3.88m 3.91m
MBA Mortgage Applications Wed 3/11 7:00 am Fri3/6 -- -- 11.0%
CPIM/M Wed 3/11 8:30 am Feb 0.30% 0.3% 0.2%
Core CPIM/M Wed 3/11 8:30 am Feb 0.30% 0.2% 0.3%
Federal Budget Balance Wed 3/11 2:00 pm Feb -- -$325.0b -$94.6b
Trade Balance Thu 3/12 8:30 am Jan -$66.0b -$65.8b -$70.3b
Imports M/M Thu 3/12 8:30 am Jan - -- 3.6%
Exports M/M Thu 3/12 8:30 am Jan - - -1.7%
Initial Jobless Claims Thu 3/12 8:30 am Sat 3/7 217k 215k 213k
Continuing Claims Thu 3/12 8:30 am Sat 2/28 -- 1850k 1868k
Housing Starts Thu 3/12 8:30 am Jan 1340k 1347k 1404k
Building Permits Thu 3/12 8:30 am Jan P -- 1414k --
Household Change in Net Worth Thu 3/12 12:00 pm 4Q -- -- $6064b
Personal Income Fri 3/13 8:30 am Jan 0.60% 0.5% 0.3%
Personal Spending Fri 3/13 8:30 am Jan 0.40% 0.3% 0.4%
PCE Price Index M/M Fri 3/13 8:30 am Jan -- 0.3% 0.4%
Core PCE Price Index M/M Fri 3/13 8:30 am Jan -- 0.4% 0.4%
Durable Goods Orders Fri 3/13 8:30 am Jan P 0.50% 1.2% -1.4%
GDP Annualized Q/Q Fri 3/13 8:30 am 4QS 1.30% 1.4% 1.4%
U. of Mich. Sentiment Fri 3/13 10:00 am Mar P 54.0 55.0 56.6
JOLTS Job Openings Fri 3/13 10:00 am Jan -- 6750k 6542k
JOLTS Quits Level Fri 3/13 10:00 am Jan -- 3100k 3204k
JOLTS Layoffs Level Fri3/13 10:00 am Jan -- -- 1762k

Source: Bloomberg, PNC
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Existing Home Sales
. 3.95m. Lower mortgage rate lift existing home sales slightly.

CPIM/M
. 0.30%. Food and energy prices rose faster in February than in recent months.

Core CPIM/M
. 0.30%. Slower housing services prices hold the core in check.

Trade Balance
. -$66.0b. A narrowing in the trade deficit as imports fell and exports rose.

Initial Jobless Claims
. 217k. Layoffs remain low even as it is more difficult to find a job.

Housing Starts
e  1340k. Cold and snowy weather and low builder sentiment push down new housing starts.

Personal Income
. 0.60%. A 0.4% rise in wages and salaries income is boosted by the social security COLA.

Personal Spending
. 0.40%. Spending growth holds steady amid strong income growth.

Durable Goods Orders
. 0.50%. Strong civilian aircraft orders and rising Al-related orders lift total durable goods orders.

GDP Annuadlized Q/Q
. 1.30%. A small downward revision to the advance estimate.

U. of Mich. Sentiment
. 51.0. The Iran conflict and higher gasoline prices depress already low consumer sentiment.
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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.
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