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Headlines   

 The economy added 178k jobs in March, nearly three times stronger than 

expected, while the unemployment rate fell slightly to 4.3%. Job growth was 

also broader across industries. However, the underlying details were softer: 

labor force participation declined, wage growth slowed, hours worked 

dipped, and some hiring reflected temporary factors likely to reverse in April.  

 

 Overall, the labor market remains balanced, but it is an uncomfortable 

balance as the economy adjusts to a much lower pace of job growth than in 

recent years. 

 

 February retail sales pointed to firmer consumer spending after a weak start 

to the year, with broad gains across categories. Still, underlying trends 

suggest moderation, as softer income growth, elevated prices, and higher 

gasoline costs continue to restrain household demand. 

 

 Headline CPI inflation in March should spike to its highest level since mid-

2022 as higher gasoline prices push up overall inflation. Core CPI should 

remain near its recent 0.2% monthly pace for now, suggesting underlying 

inflation pressures are still relatively contained despite the energy-driven 

spike. But the longer the Iran conflict drags on, the higher gas prices are 

likely to rise and the greater the pass-through into core inflation. 
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Job growth rebounded in March; 

unemployment rate falls to 4.3% 

The March employment report was encouraging at 

first glance, with nonfarm payrolls rising by 178,000, 

well above expectations and marking the strongest 

monthly gain since late 2024. Private payrolls rose 

by 186,000, offsetting an 8,000 decline in 

government employment.  

Figure 1: Payroll job growth 

 

Job gains were also more broadly distributed across 

industries than in recent months, with construction, 

manufacturing, leisure/hospitality, transportation/ 

warehousing, and healthcare all posting increases. 

The pickup in breadth was one of the clearest 

positives in the report, suggesting labor demand 

remains intact even as overall hiring has slowed 

from the rapid pace seen earlier in the expansion.  

Still, the details were less impressive than the 

headline payroll number. The unemployment rate 

dipped to 4.3% from 4.4% in February, but the 

decline was driven by a sharp drop in the labor force 

rather than stronger household employment. Labor 

force participation slipped to 61.9% from 62.0% and 

the labor force contracted by almost 400,000 over 

the month, underscoring that labor supply remains 

constrained. That helps explain why the 

unemployment rate has remained relatively stable 

even amid softer job creation over the past year.  

It also suggests that monthly payroll gains do not 

need to be especially strong to keep the 

unemployment rate from rising. In that sense, March 

looks more like a continuation of a modest 

underlying hiring trend than a meaningful 

reacceleration in labor market momentum.  

Figure 2: Unemployment rate 

 

Figure 3: Labor force participation rates 

 

Some caution is also warranted around the strength 

of the payroll gain itself. Part of the increase 

appears to reflect temporary or technical factors, 

including the return of striking healthcare workers 

and supportive adjustments in the birth-death 

model the Bureau of Labor Statistics uses to account 

from firms opening and closing. Averaging through 

the monthly volatility, the underlying pace of job 

growth is moderate rather than robust. Healthcare 

remained the main source of hiring, though March 

did show somewhat better dispersion across sectors 

than earlier reports.  

The income side of the report was softer. Average 

hourly earnings rose just 0.2% in March, while the 

average workweek edged down to 34.2 hours. As a 

result, aggregate payroll income increased only 

modestly over the month. That points to slower 

support for household spending and reinforces the 
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view that wage pressures are easing as labor 

market demand remains weak.  

For the Fed, the report argues for patience. Stronger 

headline job growth reduces urgency around near-

term rate cuts, but softer wage growth, weak labor 

supply, and only modest income gains do not point 

to renewed overheating. Overall, the March report 

suggests the labor market remains resilient, but still 

on a slower and more balanced trajectory than the 

headline payroll gain alone would imply. 

Figure 4: Aggregate payroll income vs. nominal 

GDP (y/y, % chg.) 

 

Retail sales solid in February, Q1 real 

GDP growth tracking 2.5% to 3.0% 

February retail sales suggested consumer spending 

improved after a soft start to the year. Headline 

sales rose 0.6% on the month following a small 

decline in January, while sales excluding autos 

increased 0.5%. Core sales (excluding autos and 

gasoline) and control group sales (used in 

calculating GDP) each rose 0.4%, pointing to a fairly 

broad gain rather than one driven only by volatile 

categories. On a year-ago basis, total retail sales 

were up 3.7%. 

The composition of the report was generally 

constructive, with gains in autos, food services, 

online retail, health and personal care, clothing, and 

gasoline. Even so, the broader trend still appears to 

be one of moderation rather than reacceleration. 

Monthly swings likely overstate the true pace of 

spending, with seasonal factors and revisions 

adding noise to the data. 

Figure 5: Retail sales growth (y/y, % chg.)

 
 

The consumer backdrop also remains mixed. Slower 

job and wage growth, high interest rates, elevated 

prices, and a soft housing market continue to weigh 

on demand. Higher gasoline prices are likely to 

boost headline sales in March, but will drag on core 

spending as households redirect spending toward 

fuel. Recent equity market weakness and higher 

long-term rates also point to a more cautious 

consumer.  

Overall, the February report is consistent with 

continued but modest consumer spending growth in 

Q1. We continue to track real GDP growth in a 2.5% 

to 3.0% range, including roughly a 1 percentage 

point rebound from the end of the government 

shutdown. 

CPI to jump to 1.0% m/m on increase 

in gas prices, fastest pace since 2022 

Month-on-month growth in the headline consumer 

price index (CPI) has averaged 0.2% for the last 12 

months through February (that excludes October 

and November of last year when the government 

was shut down). The modest monthly increases 

pushed the year-earlier growth rate down to 2.4% in 

February (unchanged from January) from 3.0% in 

January 2025. However, that predates the conflict 

in the Middle East and the accompanying surge in 

oil and gas prices.  

According to AAA, the national average gas price 

was $2.98 on February 28 when the conflict began 

and spiked to $4.02 at the end of March. Average 
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gasoline prices in February and March were $2.92 

and $3.67 respectively, which translates to a 

seasonally adjusted growth rate of roughly 22%. 

Based on the weight of gasoline in the index, the 

sharp rise in gasoline prices will boost March growth 

in the CPI by 65 basis points. Overall, PNC expects 

the CPI to rise 1.0% in March, due not only to surging 

gas prices but also steady food price gains that 

have been running at an average of 0.3% for the 

past two months. An increase of that magnitude 

would push the year-ago growth rate up to 3.4%. 

Figure 6: Headline CPI (m/m % chg.) 

 
 
Figure 7: U.S. retail gasoline prices 

 
 

Core CPI inflation – which excludes the volatile food 

and energy components – has also averaged 0.2% 

over the past year. PNC expects that trend to 

continue with an identical 0.2% print in March. That 

would lift the year-on-year gain to 2.6% from 2.5%. 

Despite the modest acceleration, year-earlier 

growth would remain in a tight range of 2.5%-2.6%, 

where it has been for the last four months.  

 

Week ahead 

The data calendar is moderately busy this week, 

with releases focused on services activity, 

household fundamentals, and labor market 

conditions. The ISM services index released today 

eased somewhat in March but remains comfortably 

in expansion territory. In the goods sector, durable 

goods and factory orders are forecast to decline 

modestly, largely reflecting aircraft volatility rather 

than broad-based weakness, while the third 

estimate of Q4 GDP is expected to be unchanged at 

0.6%. 

On the household side personal income and 

spending should remain solid in February, supported 

by steady wage growth, while consumer credit is 

expected to post another firm increase. At the same 

time consumer sentiment is likely to soften further 

amid higher energy prices and geopolitical 

uncertainty. Initial jobless claims are forecast to 

edge higher but remain historically low, reinforcing 

the view that labor market conditions are easing 

gradually rather than deteriorating. 

Beyond the data, FOMC meeting minutes will 

convey additional insight into policymakers’ 

assessment of growth, labor conditions, and 

financial tightening, as well views on the Iran 

conflict, during the March meeting. 
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Additional charts and tables 

Table 1: Data release calendar 

Release Date Time Period PNC  Consensus  Last actual 

Key Releases       

ISM Services Index Mon 4/6 10:00 am Mar  54.8 54.9 53.9* 

ADP Weekly Employment Change Tue 4/7 8:15 am Sat 3/21  -- -- 10.000k 

Durable Goods Orders Tue 4/7 8:30 am Feb P  -0.8% -1.0% 0.0% 

NY Fed 1-Yr Inflation Expectations Tue 4/7 11:00 am Mar  -- -- 3.0% 

Consumer Credit Tue 4/7 3:00 pm Feb $12.000b $11.250b $8.050b 

MBA Mortgage Applications Wed 4/8 7:00 am Fri 4/3  -- -- -10.4% 

FOMC Meeting Minutes Wed 4/8 2:00 pm Wed 3/18  -- -- -- 

Personal Income Thu 4/9 8:30 am Feb  0.3% 0.3% 0.4% 

Personal Spending Thu 4/9 8:30 am Feb  0.5% 0.6% 0.4% 

PCE Price Index M/M Thu 4/9 8:30 am Feb  -- 0.4% 0.3% 

Core PCE Price Index M/M Thu 4/9 8:30 am Feb  -- 0.4% 0.4% 

Initial Jobless Claims Thu 4/9 8:30 am Sat 4/4  208k 210k 202k 

Continuing Claims Thu 4/9 8:30 am Sat 3/28  -- 1835k 1841k 

GDP Annualized Q/Q Thu 4/9 8:30 am 4Q T  0.7% 0.7% 0.7% 

CPI M/M Fri 4/10 8:30 am Mar  1.0% 1.0% 0.3% 

Factory Orders Fri 4/10 10:00 am Feb  -0.1% -0.2% 0.1% 

U. of Mich. Sentiment Fri 4/10 10:00 am Apr P  52.2 51.5 53.3 

Federal Budget Balance Fri 4/10 2:00 pm Mar  -- -$152.5b -$160.5b 

Source: Bloomberg, PNC 

* Reported today. 
 

Durable Goods Orders 

 Durable goods orders are expected to fall, partially because Boeing airplane orders dropped to 21 in February from 107 in January. 

 

Consumer Credit 

 Consumer credit growth accelerated in February on strong retail sales growth.  

 

Personal Income 

 Personal income growth to slip in February but remain solid amid still low unemployment.  

 

Personal Spending  

 Personal spending growth to hold steady in February on solid income growth and a strong control retail sales reading in February.  

 

Initial Jobless Claims  

 Initial jobless claims to edge up in late March but remain historically low.  
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GDP Annualized Q/Q  

 Fourth quarter GDP growth unchanged in the third reading. 

 

CPI M/M  

 The surge in gasoline prices in March due to the conflict in the Middle East boosts headline inflation by nearly 70 basis points. Core 

inflation remains contained. 

 

Factory Orders  

 Factory orders will decline slightly in February, offsetting the increase in January. 

 

U. of Mich. Sentiment  

 Consumer sentiment will drop in the April preliminary release due to the conflict in the Middle East and ensuing sharp rise in energy 

prices. 
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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. 

 


