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Preview of the Week Ahead

The Fed will hold rates steady at Wednesday’s meeting and signal vigilance toward inflation rising due to the Iran
war. Ordinarily, central bankers try to look through the impact of an inflationary shock to energy prices and other
events disconnected from the business cycle, since inflation usually returns to trend once shocks subside. But this
shock follows half a decade of inflation overshooting the Fed'’s target, so they will be attuned to the risk that
consumers’ and businesses’ inflation expectations follow prices at the pump higher. The March dot plot will likely
raise the forecast for inflation and signal that the median member of the Federal Open Market Committee expects
to hold rates steady through the end of 2026.

Industrial production likely grew slower in February after January’s cold weather boosted utilities output.
Manufacturing growth was likely moderate and capacity utilization is forecast to hold steady. Producer Price Index
inflation likely held steady in February. It will rise in March on the surge in prices of diesel, gasoline, and other
petroleum products after the outbreak of the war.

The Week in Review

National average diesel prices at the pump surged 30% from February 28 to March 13, and gasoline prices rose
more than 20%.

CPlinflation held unchanged at 2.4% in February while the Fed’s preferred measure of inflation, the PCE price
index, rose 2.8% on the year in the delayed January release. Like the PPI, these measures of inflation will jump in
March as higher prices of energy, airfares, and shipping services push up the price basket.

Job openings rose to 6.946 million in January from 6.550 million in December, which was the lowest since 2021;
openings are still weak. Layoffs and quits both fell in January.

The University of Michigan’s consumer sentiment indicator pulled back to 55.5 in the March preliminary release
from 56.6 in February as consumers fretted about the war. The University of Michigan noted that surveys collected
after the war’s outbreak reported higher inflation expectations and weaker expectations for personal finances.

Real GDP in the fourth quarter of 2025 was revised down in the second estimate to a 0.7% annualized increase
from 1.4% annualized in the first estimate. The downward revisions were concentrated in consumer spending on
services, business fixed investment in structures, and exports. Core real GDP (Final sales to private domestic
purchasers) was revised down to 1.9% annualized from 2.4% annualized previously. In January, personal
consumption expenditures rose 0.4% but were up just 0.1% after adjusting for inflation; January was the third
consecutive month with such weak real consumer spending. Personal incomes also rose 0.4%. Real disposable
personal income rose 0.7% as personal current taxes fell 3.2%, reflecting the effect of tax cuts passed last year
that came into effect on January 1. From a year earlier, real disposable personal income rose 1.8% and real
personal consumption expenditures rose 2.4%.
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DEIC] Economic Release Prior Release e e
Forecast Forecast
Industrial Production (Feb) 0.7% MM | 0.1%M/M | 0.1% M/M
3/16 Manufacturing Production (Feb) 0.6% M/M 0.2% M/M 0.2% M/M
Capacity Utilization (Feb) 76.2% 76.2% 76.2%
NAHB Homebuilder Confidence Index (Mar) 36 37 40
3/17 Pending Home Sales (Feb) -0.8% M/M | -1.0% M/M | 7.2% M/M
-1.2% YIY — 1.2% Y/IY
PPI Final Demand (Feb) 0.5% MM | 0.3%M/M | 0.2% M/M
2.9% YIY — 2.9%YIY
3/18 Core PPI Less Foods and Energy (Feb) 0.8% MM | 0.3%M/M | 0.2% M/M
3.6% Y/Y — 3.6% Y/Y
Factory Orders (Jan) -0.7% M/M — -2.0% M/M
Factory Orders Excluding Transportation (Jan) 0.4% M/M — 0.3% M/M
Federal Funds Target Range 3.50%-3.75%|3.50%-3.75%|3.50%-3.75%
Initial Jobless Claims, 1,000s (Week of 3/14) 213,000 — 213,000
Continuing Jobless Claims, 1,000s (Week of 3/7) | 1,850,000 — 1,845,000
3/19 New Home Sales (Jan) 745,000 725,000 690,000
-1.7% MM | -2.7% M/IM | -7.4% M/M
Wholesale Inventories (Jan Final) 0.2% M/M — 0.3% M/M
Wholesale Trade Sales (Jan) 1.0% M/M — 0.4% M/M
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