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 United States: From Factories to Construction Sites, Supply Shortages Slow Activity

• Economic reports this week for both manufacturing and homebuilding shared two main themes:
disappointing headline numbers, but plenty of backlogs for future work. Whether it is new homes
or durable goods, the biggest clog in the production pipeline continues to be supply shortages, and
it is increasingly evident that no part of the economy is spared from their pernicious eects.

• Next week: Personal Income & Spending (Thurs), Employment (Fri), ISM Manufacturing (Fri)

International: U.K. Ination Soars to a 30-Year High

• In the context of elevated global price pressures, ination in the United Kingdom is showing no
signs of slowing down anytime soon. The February CPI surprised to the upside, rising 6.2% year-
over-year, as higher prices for energy and commodities have started to reverberate throughout the
economy to aect prices more broadly.

• Next week: China PMIs (Thurs), Japan Tankan Survey (Fri), Eurozone CPI (Fri)

Interest Rate Watch: Interest Rate Volatility Near a Decade-High

• The roller coaster ride for U.S. interest rates continued this week. By at least one measure, interest
rate volatility is currently well above its average over the past decade and is nearing the highs
reached during the peak of the COVID crisis in March 2020.

Credit Market Insights: Looking Back at 2021 with the Distributional Financial Accounts

• The Federal Reserve's Distributional Financial Accounts was released for the fourth quarter of
2021, giving us more information on the state of households across diverse segments of the
American population. Across the socio-economic spectrum, household balance sheets have been
bolstered since the onset of the pandemic, with growth particularly concentrated at the lowest and
highest ends of household wealth.

Topic of the Week: Prices Keep Pumping Up at the Pump

• Gas prices reached record highs during the rst weeks of March, raising concerns about the
potential implications for consumer spending. It's a predictable pivot, as a sudden price increase
in a product that most households cannot do without has historically been associated with wilting
consumer sentiment.

2020 2021 2022 2023

1Q 2Q 3Q 4Q 1Q 2Q 3Q 4Q

Real Gross Domestic Product 
1 6.3 6.7 2.3 7.0 0.8 1.5 2.9 2.7 -3.4 5.7 3.0 2.4

Personal Consumption 11.4 12.0 2.0 3.1 2.5 0.8 1.7 1.7 -3.8 7.9 2.6 1.7

Consumer Price Index 
2 1.9 4.8 5.3 6.7 8.0 8.2 7.5 6.3 1.2 4.7 7.5 2.6

"Core" Consumer Price Index 
2 1.4 3.7 4.1 5.0 6.3 5.8 5.7 5.2 1.7 3.6 5.8 3.2

Quarter-End Interest Rates 
3

Federal Funds Target Rate 0.25 0.25 0.25 0.25 0.50 1.00 1.50 1.75 0.50 0.25 1.19 2.31

Conventional Mortgage Rate 3.08 2.98 2.87 3.10 3.80 3.95 4.00 4.05 3.12 2.95 3.95 4.18

10 Year Note 1.74 1.45 1.52 1.52 1.95 2.10 2.20 2.25 0.89 1.45 2.13 2.38

Forecast as of: March 11, 2022
1
 Compound Annual Growth Rate Quarter-over-Quarter

2
 Year-over-Year Percentage Change

3 
Annual Numbers Represent Average

Wells Fargo U.S. Economic Forecast

2021
ForecastActual ForecastActual
2022

Source: U.S. Dept. of Commerce, U.S. Dept. of Labor, Federal Reserve Board and Wells Fargo Economics

Please see our full U.S. Economic Forecast and our updated Consumer Dashboard and Pressure Gauge.

All estimates/forecasts are as of 3/25/2022 unless otherwise stated. 3/25/2022 10:49:58 EDT. This report is available on Bloomberg WFRE
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U.S. Review
Supply Shortages Holding Up Activity
This week's durable goods report was largely disappointing with the 2.2% headline decline, partly the
result of a sharp drop in civilian aircraft orders. Excluding the transportation sector, orders still fell
0.6%. With some upward revisions to prior data and a better-than-expected outturn for shipments
of core capital goods, equipment spending is still tracking with our Q1 forecast for a 5.7% annualized
growth rate.

The fact that capital goods shipments surprised on the upside was one of the few things that went
right in this week's durable goods report. Stripping out the volatile defense and aircraft components
tends to reveal the underlying trend in activity, and revisions to core orders and shipments were fairly
positive. But core capital goods orders declined 0.3% during the month after a 1.3% gain to start the
year, suggesting some stalling in activity in February.

Since the GDP account counts bookings once shipped, shipments are the more important indicator
when considering the impact on rst quarter growth. Core capital goods shipments (including aircraft)
rose a more modest 0.2% in February after near 2% gains in the prior two consecutive months. Despite
the step down in growth, the solid start to the quarter still leaves equipment spending in a decent
position.

The durable goods report also revealed that after some encouraging momentum late last year, the
auto sector is still aected by supply chain disruption. Both bookings and deliveries for motor vehicles
and parts shot up in December with orders up 1.8% and shipments up 2.0%; but both categories have
since posted declines in back-to-back months. The fact that the used cars and trucks component
of the CPI index is still up more than 50% above its pre-pandemic level suggests that there is still
sucient consumer demand, but the automakers remain hamstrung by long wait times for key
components.
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With all the challenges confronting producers of durable goods from high ination to rising interest
rates and persistent supply issues, there is still a lot of work in the pipeline. The silver lining in this
week's otherwise dismal durable goods report is that unlled orders and inventories both posted
gains of 0.4%. Many categories of unlled orders are up double digits on a percentage basis and that
suggests that the production pipeline is still quite full, if only the logjam with supplies could be cleared,
and factory production is not the only thing that is being held up or the only industry with backlogs.

The major issues holding back home sales are on the supply side too. Building material and labor
shortages have led to uncertain completion times compelling builders to limit sales just to allow
projects to catch up. Overall sales are now down 10% in just the past two months, but sales of new
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homes which have not been started rose to 209,000 units during the month. That is the residential
construction business equivalent of unlled orders, and it suggests a growing backlog for builders.

The number of new homes for sale continued to rise, climbing above 400K homes in February for the
rst time since 2008. Much of that increase, however, is attributable to listings where construction has
not yet start. The modest supply along with the increased costs for building materials and labor are
keeping pressure on the price of a new home. The median price of a new home slipped to $400,600
in February. While that is the second decline in three months, median prices are still up 10.7% (or
$38,600) over this time a year ago.

One main headwind for the housing market is rising interest rates. In anticipation of coming rate hikes
from the Federal Reserve, mortgage rates are already above 4.5% in most markets, the highest rate in
about three years. The higher nancing cost has had a predictable eect on mortgage applications for
a home purchase, which are down about 15% from where they were at the end of January. (Return to
Summary)

U.S. Outlook

Date Indicator Period Consensus Wells Fargo Prior

29-Mar Consumer Confidence Mar 107.0 106.9 110.5

31-Mar Personal Income (MoM) Feb 0.5% 0.5% 0.0%

31-Mar Personal  Spending (MoM) Feb 0.5% 0.5% 2.1%

31-Mar PCE Deflator (YoY) Feb 6.4% 6.4% 6.1%

31-Mar Core PCE Deflator (YoY) Feb 5.5% 5.5% 5.2%

1-Apr Nonfarm Payrolls Mar 475K 450K 678K

1-Apr Unemployment Rate Mar 3.7% 3.7% 3.8%

1-Apr Average Hourly Earnings (MoM) Mar 0.4% 0.4% 0.0%

1-Apr ISM Manufacturing Index Mar 58.4 59.4 58.6

1-Apr Construction Spending (MoM) Feb 1.0% 1.0% 1.3%

Forecast as of March 25, 2022

Weekly Domestic Indicator Forecasts

Source: Bloomberg Finance L.P. and Wells Fargo Economics

Personal Income & Spending • Thursday
Household income growth atlined in January as the ongoing
strength in wage & salary gains was oset by a decline in scal
transfers as the monthly child tax credits ended. With the major
temporary income support programs wound down, we expect
to see income growth bounce back 0.5% in February, driven by
more workers collecting paychecks. That, however, is unlikely to be
enough to bring real income growth back into positive territory, as
PCE ination rose an estimated 0.6% in February.

Consumers did not seem particularly fazed by higher ination in
January, but as real incomes decline, we expect to see real spending
slow. We estimate real consumer spending dipped 0.1% in February,
led by weaker outlays for goods based on the latest retail sales
gures.
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Employment • Friday
Job growth has been surprisingly strong and steady in recent
months, with nonfarm payrolls growing an average of 582K the
past three months. The resilient pace of hiring has been facilitated
by workers owing back into the labor force, as constraints around
COVID have eased and nancial needs have risen. We expect
payroll growth to have moderated to around 450K in March,
however. Seasonal factors look less supportive of headline job
growth compared to January, while the bounce back from Omicron-
hiring delays was likely conned to February. More generally, labor
demand does not appear to be rising as rapidly as last year, with
hiring plans among small businesses falling to a one-year low in
February.

Job growth should be suciently strong to drive the
unemployment rate another notch lower to 3.7% in March. Average
hourly earnings growth is likely to rebound 0.4% after stalling in
February, pushing the year-ago rate to 5.5%. However, that would
still put the recent trend in wages on a somewhat softer path as the
supply of and demand for workers inches toward better balance.
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ISM Manufacturing • Friday
The manufacturing sector's primary challenge over the past year
or so has been one of inadequate supply rather than demand.
New orders and backlogs have expanded at an impressive pace,
according to the ISM manufacturing index, setting up production
to hum if manufacturers can get the workers and materials they
need. We do not have reason to believe hiring challenges changed
in a meaningful way in March, but expect to see a bigger boost to
the ISM's headline index this month from supplier delivery times
as fresh lockdowns in China and the conict over Ukraine put more
kinks in global supply lines. Not included in the ISM's composite
headline is the prices paid component. However, there too we
expect to see some ripple eects from Russia's recent invasion
as commodity prices surged in March. Along with delivery times
remaining unusually long, we expect the March ISM report to add to
the current unease around ination. (Return to Summary)
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International Review
U.K. Ination Soars to a 30-Year High
In the context of elevated global price pressures, ination in the United Kingdom is showing no signs
of slowing down anytime soon. February's CPI surprised to the upside, rising 6.2% year-over-year,
as higher prices for energy and commodities have started to reverberate throughout the economy.
February's core CPI, which excludes more volatile items like energy and food, quickened to 5.2% year-
over-year. Given the recent spike in energy prices, we see the possibility of CPI ination peaking above
8%. Reecting these stronger price pressures, we lifted our U.K. CPI ination forecast to an average
of 6.5% for 2022, before slowing to 3.0% in 2023. Even with the fastest rate of ination in 30 years,
we still anticipate a gradual pace of monetary tightening from the Bank of England (BoE) over the
medium term. In our view, elevated ination should prompt the BoE to raise rates again in May, but
by mid-2022, once growth begins to slow more noticeably and perhaps ination begins to recede,
we anticipate some slowing in the pace of tightening, with two more 25-bp rate hikes at each of the
August and November monetary policy meetings, which would see the policy rate nish 2022 at
1.50%.

Also in the U.K., March PMIs released this week gave some insight into how the Russia-Ukraine war as
well as elevated price pressures have aected economic activity and conditions in the manufacturing
and service sectors. As energy and commodity costs have surged and further complicated supply chain
issues, the outlook for the U.K.'s manufacturing sector has softened, with the manufacturing PMI
falling more than expected to 55.5. However, the services sector was more resilient than expected,
given higher global ination, and the services PMI increased to 61.0 despite the consensus forecast for
a fall.

The March manufacturing PMI released for the Eurozone reected similar trends of slowing activity in
the industrial sector, but the service sector struggled a bit more than in the U.K. economy. However,
both sectors fell less than consensus forecasts were expecting, indicating the Eurozone economy has
remained surprisingly resilient despite some fallout from the conict in Ukraine. The manufacturing
PMI declined to 57.0, while the services PMI declined to 54.8. Furthermore, sentiment survey data
from Germany provided a glimpse into the economic outlook for the Eurozone's largest economy and
showed a similar deterioration in economic activity. All three components of the IFO survey showed
slowing in March. The headline business climate index fell 7.7 points to 90.8, the current assessment of
conditions fell 1.6 points to 97.0, and business expectations fell the most by 13.3 points to 85.1. Given
the Russia-Ukraine war, we recently revised our 2022 Eurozone GDP forecast down to 3.3% from
closer to 4% to reect the impact of the conict on the Eurozone. Given the uncertainties associated
with the war as well as energy prices, risks around our Eurozone GDP forecast are tilted toward slower
growth than currently anticipated. At the same time, the spike in global energy prices has led us to
revise our Eurozone CPI forecast higher to 5.2% this year.
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EM Central Banks Continue on Rate Hike Path
In contrast with the U.K. and Eurozone, South Africa has been somewhat insulated from the global
ination shock. Even though the South African economy is closely linked to commodity prices, CPI
ination has remained within the South African Reserve Bank's (SARB) target range of 3% to 6%. One
potential explanation is that, despite the economy's heavy connection to commodity prices, overall
economic activity in the country remains sluggish, which has kept price growth within target for now.
While CPI had been slowly inching closer to the upper bound the past few months, it remained under
the upper bound in February. Headline and core CPI (ex. food and energy) were unchanged from the
month prior, and remained at 5.7% and 3.5% year-over-year, respectively.

As ination hovers near the ceiling of the central bank's target band, the SARB lifted rates this week,
bringing their policy rate up 25 bps to 4.25%. The committee was split, with two out of ve members
voting in favor for a larger 50-bp increase. There were also hawkish signals from the new economic
forecasts, as the central bank sees ination quickening to a faster pace this year than previously.
As price pressures heat up due to the war in Ukraine, the SARB bumped up its ination forecast for
Q1-2022 to 5.8% from 5.6% and also raised its Q2-2022 forecast to 6.2% from 5%. For full-year
2022, SARB sees ination averaging 5.8%, up from 4.9% previously, primarily due to higher prices for
food and fuel. It sees food prices remaining elevated, but expects fuelprice ination to ease in 2023,
although risks to the ination outlook are to the upside. Citing higher commodity export prices, the
central bank also made upward revisions to growth, which, if realized, could add some impetus to price
growth. The SARB has generally taken a cautious approach to monetary policy, and the statement
emphasized the need for future policy decisions to be data dependent, as economic conditions will
likely be volatile for the foreseeable future.

Also in the emerging markets, the Bank of Mexico raised its policy rate by 50 bps, bringing the
Overnight Rate to 6.50%. The central bank expects rate hikes to continue through 2022, although
it will recalibrate according to the risk environment. The central bank upwardly revised its ination
forecasts and expects ination to converge back to the 3% target in Q1-2024, although risks remain
to the upside. (Return to Summary)

International Outlook

Date Indicator Period Consensus Wells Fargo Prior

30-Mar China Manufacturing PMI Mar 50.0 -- 50.2

30-Mar China Non-Manufacturing PMI Mar 50.6 -- 51.6

31-Mar Japan Tankan Large Mfg Index 1Q 12 -- 18

31-Mar Japan Tankan Large Non-Mfg Index 1Q 5 -- 9

31-Mar Japan Tankan Large All Industry Capex 1Q 4.4% -- 9.3%

1-Apr Eurozone CPI Estimate (YoY) Mar 6.4% -- 5.8%

1-Apr Eurozone CPI Core (YoY) Mar P 3.1% -- 2.7%

Forecast as of March 25, 2022

Weekly International Indicator Forecasts

Source: Bloomberg Finance L.P. and Wells Fargo Economics
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China PMIs • Thursday
China's manufacturing and services PMIs released next Thursday
are likely to reveal a softening in sentiment. Recent economic
data, however, were surprisingly resilient to start o the year. Early
2022 indicators related to the consumer sector, investment, and
production surpassed economists' consensus expectations. In
addition, policy support and expectations for the Required Reserve
Ratio (RRR) to be further reduced is likely giving sentiment a boost
to begin the year. However, as downside risks to growth build,
we may see some reversal in these trends. China has continued
to struggle to enforce its COVID-Zero policy. Case counts in
Shanghai remain elevated relative to pre-Omicron, and while the
lockdown of technology hub Shenzhen was recently lifted, some
restrictions remain in place to combat the spread of the virus,
which may have negative implications for economic activity. In
addition, downside risks from a slump in the real estate sector and
regulatory crackdowns, as well as risks stemming from the Russia-
Ukraine war may further weigh on sentiment. As a result, consensus
expectations are for the March readings of the manufacturing and
services PMI to fall to 50.0 and 50.6, respectively.
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Japan Tankan Survey • Friday
Next week's Bank of Japan Tankan survey will provide an early
glimpse into how Japan's economy fared during the rst quarter of
this year. Although Japan's economy has been supported by scal
stimulus passed last year, a renewed outbreak of COVID cases may
have dampened economic activity and held back growth to start
the year.

This more sluggish outlook should be reected in the key measures
from the Q1 Tankan survey. The consensus forecast is for the large
manufacturers' diusion index to fall six points to +12, while the
large non-manufacturers' diusion index is expected to fall four
points to +5. In addition, capital spending plans are expected to
slow to 4.4% in Q1 from 9.3% in the nal quarter of 2021. Against
this backdrop of slowing economic activity, we recently lowered our
GDP forecast to average 3.1% growth in 2022, and see moderate
growth of 2.6% in 2023. In the context of slowing global growth
and elevated energy costs, even Japan may see some increased
price pressures. With the most recent increase in energy prices, we
see average ination of 1.7% for 2022, and CPI ination may peak
close to—or even exceed—the central bank's 2% target for a brief
period. Still, with much of that due to higher energy prices, we do
not expect any shift in the Bank of Japan's key policy parameters—
the policy rate and the 10-year government bond yield target—for
the foreseeable future.
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Eurozone CPI • Friday
As concerns surrounding the rise of the global energy costs
mount, market participants will likely be keeping a close eye on the
Eurozone's March CPI ination data due for release next Friday,
which are expected to show ination pressures continuing to heat
up.

In February, ination beat expectations and soared to an all-time
high, reaching 5.8% year-over-year. The primary driver has been the
surge in energy prices, which are up 31.7% year-over year. The war
between Russia and Ukraine has added to concerns about ination,
as the global cost of fuel and commodities has shot even higher.
Excludingvolatile components such as food and energy, February
core ination quickened to 2.7% year-over-year.

The March data will likely show that price pressures in the area
have not let up yet—consensus expectations are for the headline
CPI to quicken further to 6.4% year-over-year, while the core CPI
is expected to remain elevated at 3.1%. Against this backdrop, we
now see full-year CPI ination averaging 5.2% in 2022, with a peak
potentially above 6.5%. At the European Central Bank's (ECB) March
monetary policy announcement, it announced an acceleration in
the pace of tapering of its bond purchases. However, because the
rming in core CPI trends has been less marked compared to the
headline, we expect the ECB's move toward less accommodative
monetary policy to be more gradual than the Federal Reserve's.
(Return to Summary)
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Interest Rate Watch
Interest Rate Volatility Near a Decade-High
The roller coaster ride for U.S. interest rates continued this week. The 10-year Treasury
yield surged more than 20 bps over the rst two days of the week, fell by 9 bps on
Wednesday and then headed higher over Thursday and Friday to settle near 2.36% as of
this writing. The VIX is a well-known nancial market indicator for equity market volatility,
but other asset classes also have volatility metrics. One measure, known as the MOVE
Index, is a measure of implied volatility on Treasury security prices. As the chart below and
to the right illustrates, interest rate volatility is currently well above its average over the
past decade, and is nearing the highs reached during the peak of the COVID crisis in March
2020.

Surging interest rate volatility is not especially surprising, given the
macroeconomic backdrop. The economic outlook is very uncertain
amid the highest ination in 40 years and a Federal Reserve that has
rapidly shifted its tone regarding monetary policy tightening. Fears
about an economic slowdown or even a recession have suddenly
resurfaced. This contrasts sharply with the 2015-2018 tightening
cycle. During that period, interest rate volatility generally fell as the
Federal Reserve adopted a slow and steady approach to rate hikes.

In the short term, increased volatility can create headaches for
investors putting money to work, business leaders looking to
expand operations and households planning major purchases such
as a home or car. If the volatility is sustained, there could even be
longer-run implications for Treasury yields.

Increased uncertainty and volatility could be a source of upside
risk in our Treasury yield forecast. Treasury term premiums, or
the amount investors expect to be compensated for lending for
longer periods, have been declining for years amid persistently
falling yields, historically low interest rate volatility and signicant
buying by major central banks. Past studies have shown increases
in interest rate volatility are strongly associated with increases in
Treasury term premiums.

If a policy regime change is in store, investors may eventually
demand higher premiums for long-term lending. This is a somewhat
similar dynamic to how short-run ination shocks can eventually
evolve into catalysts for higher longer-run ination expectations.
Perhaps as the year progresses the outlook for the economy and
monetary policy will come more clearly into focus, bringing interest
rate volatility back down towards pre-pandemic levels. That said,
there is a possibility that interest rate volatility, like ination, is
entering a new regime. (Return to Summary)
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Credit Market Insights
Looking Back at 2021 with the Distributional Financial Accounts
The Federal Reserve's Distributional Financial Accounts was released for the fourth quarter of 2021,
giving us more information on the state of households across diverse segments of the American
population. Now eight quarters removed from the last quarter of 2019, the last quarter before the
COVID pandemic aected Americans, we can look at how assets, income and wealth evolved over this
time period. Across the socio-economic spectrum, household balance sheets have been bolstered
since the onset of the pandemic, with growth particularly concentrated at the lowest and highest ends
of household wealth.

With the NASDAQ up 22.1% over 2021, S&P 500 up 27.2% and the
Wilshire 5000 up 23.2% over 2021, the increase in equity prices
bolstered household investment wealth in direct holdings, mutual
funds and pensions by 21.9%. As pension values rise, funding ratios
are also positively beneted, as state and local pensions reached a
post-Great Recession-high funding ratio of 61.9% at the end of last
year.

Real estate wealth grew 15.5% in the past year, due to hot price
appreciation in the housing market. Appreciation in real estate has
been a boon across the population, as real estate wealth has grown
across all levels of income and wealth since Q4-2020. However,
because you need to own property to realize appreciation, those
who do not own their own homes face rising prices without a boost
from appreciating home equity from their current homes, which
could shut them out of the market, particularly at lower income
levels. Home mortgage liabilities grew 7.5% in the past year, as
continued low interest rates and high demand pushed the median
price of a new home sold up 9.3%. We expect demand for houses
to remain robust even as aordability is eroded by rising prices and
rising mortgage rates, continuing the boon for homeowners and
pain for those wishing to become homeowners.

Unlike the Great Recession, the COVID recession has not only seen
a fast recovery in wealth, but a broad and massive jump in wealth
across incomes. It took the bottom 50% of net worth individuals
11 years to catch up after the Great Recession, but only one
quarter in 2020 to catch up. Higher levels of net wealth, which took
between four and ve years to catch up after the Great Recession,
experienced recovery in less than a year and are now signicantly
above their pre-COVID level. (Return to Summary)
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Topic of the Week
 Prices Keep Pumping Up at the Pump
"Pain at the pump" has not rung this true in a while. Gas prices reached record highs during the rst
weeks of March, raising concerns about the potential implications for consumer spending. It's a
predictable pivot, as a sudden price increase in a product that most households cannot do without has
historically been associated with wilting consumer sentiment. Higher gasoline prices also tend to boost
food prices due to the large amount of energy needed to grow, process, package and transport food
products. Taken together with our expectations for modest income growth in the coming quarters,
elevated gas prices appear set to weigh on household budgets. Taking a step back, oil prices spiked
immediately following Russia's invasion of Ukraine. Russia is the world's third-largest petroleum
producer, behind the U.S. and Saudi Arabia, but is the largest exporter of petroleum products to the
global economy. The marked rise in oil prices likely reects heightened uncertainty as countries reliant
on Russian energy exports scramble to secure alternative options. Gas prices have followed the path of
oil, with the average U.S. price for regular gasoline cresting $4.34 per gallon—roughly a 20% rise since
mid-February. Price growth has moderated slightly in recent days, but remains near all-time highs.
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Over time, wages have outpaced gasoline prices, which means that even though gas prices are near
record highs, the outlays on gas and other energy products are not nearly as high as they were in prior
cycles. Just how much do consumers actually spend on gasoline? Consumption of gasoline as a share
of disposable personal income was 2.3% in January, higher than the pre-pandemic norm, but lower
relative to the run-up to the 2008 recession (see chart). While we do not see this share exceeding
the highs hit during the Great Recession, it is likely headed higher in the coming months. Ultimately,
the impact of higher gas prices is likely to be the greatest on middle-income households who spend
the largest share of their incomes on gasoline, while many low-income households in urban areas are
able to rely on public transportation. However, lower- to middle-income households in rural areas
are particularly vulnerable, as they usually need to drive longer distances and have fewer viable public
transit alternatives to oset rising fuel costs.

Another way to assess the eects of rising gasoline prices is to nd the ratio of average hourly
earnings (AHE) to the price per gallon of gasoline. This ratio shows a worker earning the U.S. average
hourly wage could aord 7.5 gallons of gas per hour of work in February. Digging deeper, a breakout at
the state level shows diering eects across the country (see chart). States with relatively higher AHE,
including Minnesota and Massachusetts, comprise much of the top 10, while states with relatively
lower AHE make up most of the bottom 10. California is a notable stand out. The Golden State has one
of the highest AHE rates in the country, but local gas prices are high enough to place the state in the
bottom 10. In short, consumers may have to cut back on spending on other goods and services in the
face of higher gas prices, but overall spending should hold up due to stronger wage growth. For more
in-depth analysis, please see "Even at a Record High, Gas Costs Less than it Used To" and "Regional
Impact of Higher Gasoline Prices". (Return to Summary)
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Market Data • Mid-Day Friday

Friday 1 Week 1 Year Friday 1 Week 1 Year

3/25/2022 Ago Ago 3/25/2022 Ago Ago

SOFR 0.27 0.05 0.01 3-Month Euro LIBOR -0.58 -0.59 -0.57

3-Month LIBOR 0.97 0.95 0.20 3-Month Sterling LIBOR 1.00 1.04 0.09

3-Month T-Bill 0.47 0.37 0.02 3-Month Canada Banker's Acceptance 1.14 1.09 0.44

1-Year Treasury 1.46 1.37 0.02 3-Month Yen LIBOR -0.01 -0.01 -0.07

2-Year Treasury 2.16 1.94 0.14 2-Year German -0.20 -0.34 -0.72

5-Year Treasury 2.40 2.14 0.83 2-Year U.K. 1.33 1.21 0.05

10-Year Treasury 2.36 2.15 1.63 2-Year Canadian 2.16 1.89 0.23

30-Year Treasury 2.52 2.42 2.36 2-Year Japanese -0.02 -0.02 -0.11

Bond Buyer Index 2.67 2.53 2.35 10-Year German 0.51 0.37 -0.38

10-Year U.K. 1.62 1.50 0.73

10-Year Canadian 2.40 2.19 1.47

Friday 1 Week 1 Year 10-Year Japanese 0.24 0.21 0.09

3/25/2022 Ago Ago

Euro ($/€) 1.102 1.105 1.176

British Pound ($/₤) 1.320 1.318 1.373 Friday 1 Week 1 Year

British Pound (₤/€) 0.835 0.839 0.857 3/25/2022 Ago Ago

Japanese Yen (¥/$) 121.650 119.170 109.190 WTI Crude ($/Barrel) 109.95 104.70 58.56

Canadian Dollar (C$/$) 1.253 1.260 1.261 Brent Crude ($/Barrel) 116.75 107.93 61.95

Swiss Franc (CHF/$) 0.927 0.932 0.940 Gold ($/Ounce) 1951.26 1921.62 1726.93

Australian Dollar (US$/A$) 0.752 0.742 0.758 Hot-Rolled Steel ($/S.Ton) 1498.00 1494.00 1343.00

Mexican Peso (MXN/$) 20.050 20.362 20.677 Copper (¢/Pound) 470.65 473.25 398.45

Chinese Yuan (CNY/$) 6.363 6.361 6.546 Soybeans ($/Bushel) 16.98 16.66 14.40

Indian Rupee (INR/$) 76.206 75.805 72.623 Natural Gas ($/MMBTU) 5.45 4.86 2.57

Brazilian Real (BRL/$) 4.827 5.039 5.622 Nickel ($/Metric Ton) 37,185     42,150     16,144     

U.S. Dollar Index 98.589 98.233 92.848 CRB Spot Inds. 679.67 669.32 566.39

U.S. Interest Rates Foreign Interest Rates

Foreign Exchange Rates

Commodity Prices

Source: Bloomberg Finance L.P. and Wells Fargo Economics
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