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MANUFACTURING  
 Manufacturing activity moderated in March as the ISM PMI registered 59.3%, down 1.5 percentage points from February. 

New orders, production, and employment continued to grow, but at a slower pace. The ISM Prices Index accelerated by 3.9% 

in March to 78.1% as 17 of the 18 manufacturing industries reported higher raw materials prices. Several respondents 

expressed concerns about the impacts of new tariffs across the supply chain. 

 Industrial production rose 0.5% in March following a 1.0% increase in February. Utilities output jumped 3.0% for the month, 

as a return to seasonal temperatures ramped up demand for electricity and heat.  Mining production rose 1.0% in March 

reflecting gains in oil & gas extraction and support activities.  Factory output ticked up 0.1% on stronger durable goods 

production.  The capacity utilization rate gained 0.3 percentage points to 78.0% in March, but remains 1.8 percentage points 

below the 1972-2017 average (79.8%). 

 

LABOR MARKETS 
 The U.S. economy added 103,000 jobs in March, and revisions to January and February payrolls combined for 50,000 fewer 

jobs than previously reported.  In March, employment increased in professional and business services (+33,000); health care 

(+22,400); manufacturing (+22,000); transportation and warehousing (+9,800); and mining (+8,500).  The official 

unemployment rate remained unchanged at 4.1%, and the labor force participation rate edged down to 62.9%.  Average 

hourly earnings rose by $0.08 to $26.82, and over the past 12 months wages have increased by 2.7%. 

 Job openings slipped to 6.05 million in February, down by 176,000 from the prior month according to the Job Openings and 

Labor Turnover survey.  The number of hires was little changed (-67,000) at 5.51 million, and total separations declined by 

127,000 for the month.  Within separations, the number of layoffs declined slightly (-137,000) while the number of quits 

trended modestly higher (+19,000) and the quits rate was unchanged at 2.2%. 

 

SALES 
 After three straight months of dismal results, retail sales rose by an estimated 0.6% in March.  Auto sector sales posted a 

strong 2.0% gain, and sales ex-auto increased 0.2% for the month.  Sales rose at health & personal care stores (+1.4%); 

furniture & home furnishings stores (+0.7%); electronics & appliance stores (+0.5%); grocery stores (+0.2%); nonstore retailers 

(+0.8%); and food & drink establishments (+0.4%).   

 

PRICES 
 Producer prices rose 0.3% in March following gains of 0.4% in January and 0.2% in February.  Prices for final demand 

services increased 0.3% in March with a notable rise in the index for outpatient care (+0.4%).  Prices for final demand goods 

also moved up 0.3%.  Excluding the 2.1% decline in energy goods, gains in goods prices were fairly broad based.  PPI rose 

3.0% since March 2017. 

 The headline Consumer Price Index edged lower (-0.1%) in March.  The 2.8% decline in the consumer energy index largely 

attributable to a 4.9% plunge in gasoline prices; the index of food prices rose 0.1%.  Excluding energy and food, core CPI 

increased 0.2% in March reflecting gains in prices for shelter, medical services, personal care, auto insurance, and airfare.  

Year over year, the Consumer Price Index has increased 2.4% and core CPI rose 2.1%. 

 U.S. import prices were flat in March after recording a 0.3% rise in February.  Fuel import prices declined 1.6% for the 

month on lower prices for petroleum and natural gas.  Prices for nonfuel imports rose 0.2% in March on higher prices for 

industrial supplies and materials; capital goods; and foods, feeds, and beverages.  Export prices increased 0.3% in March 

with agricultural prices gaining 3.4% and nonagricultural prices down 0.1%.  Over the last 12 months, import prices rose 

3.6% and export prices are 3.4% higher. 

 

FEEL IT STILL 

The First Quarter earnings season has commenced, and expectations are high. We believe the underlying strength in the economy 

coupled with the impact from the corporate tax reform provides support for solid earnings and revenue growth.  Labor market data 

reflects continued improvement and further tightening, while firming prices suggest inflation is approaching target levels.  Expect the 

Fed to stay on course and increase rates again at the June meeting.  


