
Retail sales rose by +0.3% in February, just below the +0.4% median forecast. 
However, the month-over-month miss wasn’t the result of weaker spending so 
much as a major upward revision to the previous month. The January increase in 
headline sales was recalculated from +3.8% to +4.9%. This would be an astonishing 
single month advance if the nation wasn’t in the midst of the highest inflation in 
four decades, and emerging from a pandemic with massive amounts of spending 
capacity. As it stands, it’s still a respectable overall report when revisions are 
considered, and suggests that most U.S. consumers are in position to weather a short 
period of elevated food and energy prices. 

Retail Sales (Month-over-Month Percent Change)

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

15.0%

20.0%
Retail Sales (M-O-M) Control Group (M-O-M)

Source: US Census Bureau

Sales at eating and drinking establishments, the only service sector component in 
the retail sales report, jumped by +2.5% as COVID cases retreated rapidly in February. 
Gasoline station sales climbed +5.3% last month after a -1.7% drop in January, 
reflecting the significant rise in pump prices. Auto sales rose +0.8% following a 
+6.9% surge in January. Unpredictable winter weather usually creates spending 
volatility early in the year, but COVID waves and eyepopping inflation have further 
amplified the month-over-month change. 

Unpredictable winter weather 
usually creates spending volatility 
early in the year, but COVID waves 
and eyepopping inflation have 
further amplified the month-over-
month change.

Upward Revisions Mask Still Resilient Consumer Spending  
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The retail sales “control group,” which excludes gasoline, building materials and sales 
at auto dealers, fell -0.6% in February, but the January increase was boosted from 
+4.8% to +6.7%. Since the control group number feeds directly into GDP, first quarter 
economic growth could prove slightly better-than-expected despite indications of 
slumping consumer confidence. As of March 8th, the Atlanta Fed’s GDPNow measure 
was tracking Q1 GDP growth at just +0.5%.  This will likely move higher with the 
January revision.

The war in Ukraine continues to be a generational wildcard. The longer it goes on, 
the more likely it is that food and energy prices move higher and global growth 
weakens. Europe is already flirting with recession. The U.S. is in a better position, 
but the outlook for 2022 has dimmed. The U.S. saving rate has been trending lower 
for months and was just 6.4% in January, the lowest since 2013. In the absence of 
additional stimulus this year, Americans will gradually chip away at savings as more 
money is spent at the gas pump and grocery store. 

Nothing in today’s report suggests a change in Fed policy. This afternoon, FOMC 
members will announce the first rate increase since 2018. Anything other than a 25 
basis point hike would be a surprise. A fresh dot plot and Powell’s post-meeting press 
conference will command market attention. 

Equities are trading higher this morning, primarily on optimism that progress can be 
made in peace talks between Russia and Ukraine. Bond prices have sold off in early 
trading sending yields higher, but Powell’s press conference and the Fed’s policy 
announcement this afternoon promise more volatility to come. 

Market Indications as of 9:41 A.M. Central Time
DOW Up 359 to 33,904 (HIGH: 36,800) 

NASDAQ Up 361 to 13,309 (HIGH: 16,057)

S&P 500 Up 79 to 4,341 (HIGH: 4,797) 

1-Yr T-bill current yield 1.23%; opening yield 1.12%

2-Yr T-note current yield 1.87%; opening yield 1.85%

3-Yr T-note current yield 2.07%; opening yield 2.04%

5-Yr T-note current yield 2.14%; opening yield 2.11%

10-Yr T-note current yield 2.17%; opening yield 2.15%

30-Yr T-bond current yield 2.48%; opening yield 2.48%
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Bond prices have sold off in early 
trading sending yields higher, but 
Powell’s press conference and the 
Fed’s policy announcement this 
afternoon promise more volatility 
to come. 

The war in Ukraine continues to be 
a generational wildcard. The longer 
it goes on, the more likely it is that 
food and energy prices move higher 
and global growth weakens. 
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