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Interest Rates, Gas and Diesel Prices Jump 

Bill Adams, Chief Economist          March 23, 2026 

 

Preview of the Week Ahead 

Surveys out this week will provide an early read on the reaction from businesses and consumers to the war with 
Iran. For businesses, the preliminary releases of S&P Global’s purchasing managers indexes (PMIs) are the first 
major data on sentiment since the outbreak of hostilities. They will likely report faster increases in input costs as 
prices for diesel, jet fuel, fertilizer, and other petroleum products spike. Business order books will receive more 
attention than usual.  

For consumers, the final release of the University of Michigan’s consumer sentiment indicator will give a clearer 
read on reactions to rising gas prices and tumultuous headlines. The indicator likely closed the month lower than 
in its preliminary release as expectations for personal finances weakened, and as inflation expectations rose. 
Consumers’ views of their current financial situation may have held up better, since income tax refunds are up 
12% on the year so far this tax season. 
 

The Week in Review 

The Iran war pushed diesel above $5 per gallon at pumps across the U.S. last week according to AAA, the highest 
since late 2022 on a national average basis. Gasoline also reached the highest since 2022, a few cents shy of $4 
per gallon. As retail energy prices rise, so do inflation expectations: The spread between the nominal 1-year U.S. 
Treasury yield and the inflation-indexed yield widened to over 5.2% last week, also the highest since 2022.  

The Fed signaled a “wait-and-see” approach to responding to the war at their March 18 decision. As was all but 
assured, they held rates unchanged. The members of the Federal Open Market Committee (FOMC) raised their 
forecasts for inflation, but played down the importance of forecasts in such a rapidly changing situation. Chair 
Powell remarked after the meeting that “a number of [FOMC members] mentioned if we were ever to skip an SEP 
[Dot Plot], this is a good one.” For what it’s worth, the Dot Plot shows fewer FOMC members thought more than 
one rate cut would be appropriate by year end 2026. On the other hand, no members think a hike would make 
sense, either; three members favored a hike in 2026 in last December’s Dot Plot. The two-year and 10-year 
Treasury yields rose to the highest since last summer on higher U.S. inflation expectations, as well as spillover from 
turbulent financial markets in Europe, where the energy supply shock is a bigger blow to the economy. The 30-
year fixed mortgage rate rebounded to the highest since late 2025 after dipping below 6% in February. 

The February release of the producer price index (PPI) showed businesses faced substantial inflationary pressures 
even before the war broke out. The PPI rose 0.7% from January, overshooting the 0.3% consensus. Foods prices 
rose 2.4%, and energy prices 2.3%. Core goods excluding foods and energy rose 0.3%. Final demand services rose 
0.5% on big increases of trade services (wholesale and retail margins), up 0.4%, transportation and warehousing, 
up 0.5%, and of other services, up 0.6%. PPI inflation was 3.4% in annual terms, while core PPI inflation excluding 
foods and energy was 3.9%, a tie for the highest since early 2023. Household net worth rose $2.2 trillion in the 
fourth quarter of 2025, up 8.8% from a year earlier. Growth of wealth continues to outpace incomes—disposable 
personal income rose 4.2% in the same period.  
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Date Economic Release Prior Release 
Consensus 

Forecast 
Comerica 
Forecast 

 Chicago Fed National Activity Index (Feb) 0.18 — 0.30 

3/23 Construction Spending MoM (Jan) 0.3% M/M 0.1% M/M -0.2% M/M 

 Nonfarm Productivity (4th Quarter, Final) 2.8% 2.4% 2.0% 

 Unit Labor Costs (4th Quarter, Final) 2.8% 3.4% 2.8% 

3/24 S&P Global US Manufacturing PMI (Mar Preliminary) 51.6 — 52.0 

 S&P Global US Services PMI (Mar Preliminary) 51.7 — 51.0 

3/25 Current Account Balance (4th Quarter) -$226.4 bn — -$234.5 bn 

 Initial Jobless Claims (Week of 3/21) 205,000 — 210,000 

3/26 Continuing Claims (Week of 3/14) 1,857,000 — 1,860,000 

 U. of Mich. Consumer Sentiment (Mar Final) 55.5 — 52.0 

 U. of M. Current Conditions (Mar Final) 57.8 — 55.0 

 U. of M. Expectations (Mar Final) 54.1 — 49.5 

3/27 U. of M. 1 Year Inflation Expectations (Mar Final) 3.4% — 4.2% 

 U. of M. 5-10 Year Inflation Expectations (Mar Final) 3.2% — 3.5% 
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