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= After U.S.-Iran talks collapsed, President Trump announced a blockade of the

Strait of Hormuz. Brent crude jumped back above $100/bbl but remains Jay Hawkins
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the University of Michigan survey as gas prices rose above $4 per gallon
across most of the country. Although gas accounts for only about 3% of
overall consumer spending, it has an outsized effect on sentiment and on
consumers’ perceptions of the health of the U.S. economy. Brian LeBlanc
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* March CPl was lifted by an 11% surge in energy costs, pushing headline
inflation to 0.9% month-over-month, the fastest pace of increase since mid- Rayhan quin
2022. Core inflation, which excludes energy and food costs, was more rayhan.momin@pnc.com
subdued, increasing just 0.2% in March, driven primarily by weaker services

. . Isfar Munir
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* February’s personal income and spending report was mixed. Nominal Kurt Rankin

spending rose 0.5%, boosted by vehicle sales, but real spending increased kurt.rankin@pnc.com

just 0.1%. Meanwhile, nominal after-tax income fell 0.1% and real disposable
income dropped 0.5%, suggesting household finances are softening as
spending continues to outpace income.

* However, internal PNC data show that nominal spending continued to hold

up in March despite higher gas prices, as lower payroll tax withholding and
larger annual tax refunds offset higher prices at the pump.
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U.S. announces blockade of the
Strait of Hormuz after talks fail

Talks between the United States and Iran broke
down over the weekend, and President Trump
subsequently announced that the U.S. would
blockade the Strait of Hormuz. Brent crude oil prices
rose roughly $8 per barrel on the news, climbing
back above $100/bbl after spending much of last
week below that level on hopes of a ceasefire.

Figure 1: Brent crude oil prices
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As we have written previously, the U.S. economy
should be able to absorb oil prices at this level
without tipping into recession, although they will be
a modest drag on growth over the coming months.
Risks would rise more materially if oil prices were to
climb toward $130/bbl in the coming months; this
remains an important downside risk to the outlook.
For now, however, markets appear to be assigning
relatively high odds to eventual de-escalation, with
oil prices still below their 2022 peaks and below the
levels that prevailed for much of 2011 through 2014.

Consumer sentiment falls to record
low on higher gas prices in March

Consumer sentiment fell to the lowest level in the
nearly 50-year history of the University of Michigan
survey as gas prices rose above $4 per gallon across
most of the country. The survey was conducted
from March 24 to April 7, and the University of
Michigan noted that nearly 98% of interviews were
completed before the announcement of the
temporary ceasefire with Iran.
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Figure 2: Consumer sentiment index
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Although gas accounts for only about 3% of overall
consumer spending, it has an outsized effect on
sentiment and on consumers’ perceptions of the
health of the U.S. economy. Gasoline prices are a
constant and highly visible signal of inflation, so
measures of consumer sentiment tend to be
especially sensitive to changes at the pump.

Figure 3: Consumer sentiment vs. gas prices
110 6

100 5
20
80
70
60
50 1
40

12 13 14 15 M6 17 18 9 '20 '21 '22 '23 '24 '25 '26
Gas Prices (RHS)

Consumer Sentiment (LHS)
Sources: BBG, AAA, PNC

Consistent with that, consumers’ one-year inflation
expectations rose to 4.8%, the highest level since
“Liberation Day” last year. Longer-term inflation
expectations also edged higher, from 3.2% to 3.4%.

Headline CPI inflation spikes on
higher energy costs

Headline CPI rose 0.87% month-over-month in
March, driven by an 11% monthly increase in energy
costs stemming from the war with Iran. Outside of
energy, however, the report was somewhat better
than expected. Core inflation, which excludes food
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and energy, increased 0.20%, the slowest pace
since last May.

Figure 4: Headline vs. core CPl (m/m, % chg.)
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Over the past year, goods inflation has emerged as
a primary factor keeping overall inflation above the
FOMC'’s 2% objective. Core goods inflation has risen
1.2% over the past year, up notably from the 0.2%
pace seen prior to “Liberation Day” last April. Tariffs,
and now higher energy prices, continue to put
upward pressure on goods prices. However, with the
effective tariff rate now declining in the wake of the
Supreme Court’s ruling against IEEPA tariffs, we
expect tariff-related cost pressures to begin easing
in Q2.

Figure 5: Core goods inflation (y/y, % chg.)
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Shelter inflation, which carries the largest weight in
the CPI basket, has now largely returned to its pre-
pandemic trends as the CPI’'s rent measures catch
up with asking rents on newly-listed apartments.
Shelter inflation should remain subdued through
2026, although it is likely to spike temporarily in the
April report because of a technical effect related to
last year’s government shutdown.
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Perhaps the most encouraging part of the March
CPI report was services inflation excluding shelter,
or “supercore.” That component has remained
stubbornly firm in recent years despite softer labor
market conditions and easing wage pressures. In
March, supercore inflation slowed to 0.11% month-
over-month, well below the 0.47% average monthly
increase recorded in January and February.

Spending and income weak through
February...

February’s personal income and spending report
was mixed, reinforcing the view that consumer
spending is still expanding, but only at a modest
pace. Nominal consumer spending rose 0.5% in
February, but much of the gain reflected stronger
vehicle sales; after adjusting for inflation, real
spending increased just 0.1%. At the same time,
nominal after-tax income fell 0.1% and real
disposable income declined 0.5%, suggesting
household fundamentals are softening as spending
continues to outpace income. Consumption growth
has exceeded income growth for nearly two years,
and with post-pandemic savings buffers now
largely depleted, households are more vulnerable to
shocks.

Figure 6: Real after-tax personal income vs.

consumer spending (y/y, % chg.)
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With the saving rate falling and higher gasoline
prices, elevated interest rates, and a soft housing
market all weighing on demand, Q1 real GDP growth
is tracking in the 2.0% to 2.5% range, even after
accounting for a one percentage point bump from
the reopening after the government shutdown.
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... but appears to be holding up in
March in PNC internal data

PNC'’s internal card data suggest nominal consumer
spending has remained resilient despite the jump in
gasoline prices. Total card spending rose 4.6% year-
over-yedr in March, near the fastest pace since
2022, and there is little evidence so far of a broad-
based pullback in discretionary categories. Higher
tax refunds and stronger take-home pay tied to the
One Big Beautiful Bill Act are cushioning the hit from
more expensive fuel and keeping nominal outlays
firm for now.

Still, the composition of spending appears to be
shifting, with gasoline taking a larger share of
household budgets and crowding out some other
categories at the margin. That suggests households
are still spending, but the support from fiscal
tailwinds may prove temporary if gas prices remain
elevated.

Figure 7: Daily card spending on gas vs. non-gas
categories (y/y, % chg.)
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Week ahead

The data calendar remains active this week, with
releases focused on producer prices, business
sentiment, labor market conditions, and industrial
activity, as markets assess the economic fallout
from sharply higher energy prices following the
escalation in the Middle East. With oil back above
$100 per barrel, upcoming data will help gauge how
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rising fuel costs are feeding through to inflation
pressures and real activity.

Inflation signals will come primarily from the
producer side, with PPl expected to strengthen in
March on higher gasoline prices and continued
firmness in producer services inflation. Import and
export inflation are also forecasted to accelerate,
reflecting higher energy and commodity costs.
Activity data should be mixed, with industrial
production expected to increase modestly and the
capacity utilization rate holding steady, while
regional surveys and small business optimism will
provide a window into how firms are responding to
elevated uncertainty.

On the labor front, initial jobless claims are expected
to remain low and range-bound, consistent with a
labor market that is easing gradually. Beyond the
data, the Fed’s Beige Book will offer timely
anecdotal insight into regional growth, labor
conditions, and pricing pressures amid the recent
energy shock.
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Additional charts and tables

Table 1: Data release calendar

Release | Date Time Period PNC Consensus Last actual

Key Releases

Existing Home Sales Mon 4/13 10:00 am Mar 4.09m 4.09m 3.98m*
Existing Home Sales M/M Mon 4/13 10:00 am Mar -- 1.7% -3.6%*
NFIB Small Business Optimism Tue 4/14 6:00 am Mar -- 98.8 98.8
ADP Weekly Employment Change Tue 4/14 8:15 am Sat 3/28 -- 26.000k 26.000k
PPI Final Demand M/M Tue 4/14 8:30 am Mar 11% 0.7% 0.7%
PPl Ex Food and Energy M/M Tue 4/14 8:30 am Mar 0.7% 0.5% 0.5%
MBA Mortgage Applications Wed 4/15 7:00 am Fri 4/10 -- -0.8% -0.8%
Empire Manufacturing Wed 4/15 8:30 am Apr -- -20.0% -20.0%
Import Price Index M/M Wed 4/15 8:30 am Mar 1.7% 1.3% 1.3%
Export Price Index M/M Wed 4/15 8:30 am Mar 1.5% 1.5% 1.5%
NAHB Housing Market Index Wed 4/15 10:00 am Apr -- 38.0 38.0
Fed Releases Beige Book Wed 4/15 2:00 pm -- -- -- --
Total Net TIC Flows Wed 4/15 4:00 pm Feb -- -$25.0b -$25.0b
New York Fed Services Business Activity Thu 4/16 8:30 am Apr -- -22.6 -22.6
Initial Jobless Claims Thu 4/16 8:30 am Sat 4/11 215k 219k 219k
Philadelphia Fed Business Outlook Thu 4/16 8:30 am Apr -- 18.1 18.1
Continuing Claims Thu 4/16 8:30 am Sat 4/4 -- 1794k 1794k
Industrial Production M/M Thu 4/16 9:15am Mar 0.3% 0.2% 0.2%
Manufacturing (SIC) Production Thu 4/16 9:15am Mar -- 0.2% 0.2%
Capacity Utilization Thu 4/16 9:15 am Mar 76.3% 76.3% 76.3%

Source: Bloomberg, PNC
*Released prior to publication

PPI Final Demand M/M
. Higher gas prices in March boost final demand PPI growth.

PPl Ex Food and Energy M/M
e  Continued producer services inflation lifts final demand core PPl growth.

Import Price Index M/M
. Import price growth to accelerate on higher gasoline and natural gas prices.
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Export Price Index M/M

° Robust export price gains to continue amid improving pricing power for U.S. producers, higher commodity prices and resilient foreign
demand.

Jobless Claims
e  Jobless claims to slip and remain range bound at a low level.

Industrial Production M/M
. Industrial production growth to accelerate on the heels of an increase in the production index in the ISM Manufacturing Index and

record-setting heat in the West, which should boost utilities output.

Capacity Utilization
. Capacity utilization rate to remain unchanged despite the slight acceleration in total industrial production growth.
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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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