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While pandemic impacts on the economy have significantly diminished, the Russian invasion of
Ukraine (and the resulting sanctions) has created a negative supply shock that slows growth and
boosts inflation. The Federal Reserve raised interest rates modestly in March but signaled a more
aggressive policy response over the next two years — adding to risks that this expansion could
end sooner rather than later.

• Job gains were strong again for February as demand for labor remains unsatiated even with
more workers entering the labor force.

• Inflation climbed even higher for February as supply chains showed little healing, while food
and energy costs spiked (worsened by the initial price impacts of the Russian invasion).

• In addition to its initial 25 basis point rate increase in March, the FOMC projected a further rise
of 150 basis points over the rest of 2022 with additional tightening in 2023 — continuing the
hawkish Fed pivot in response to the highest inflation readings in 40 years.

• Market volatility remained elevated into March as equity markets slipped (briefly) into the first
correction of this bull market. Long-term interest rates responded to higher inflation and Fed
tightening following the mid-March FOMC meeting, climbing to the highest levels since 2019.

MARCH 2022

Russian invasion of Ukraine and the start of Fed 
tightening cloud the outlook
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Current Scorecard –
Data through

Current Previous Year ago

Employment growth – Feb 678,000 481,000 710,000

Unemployment rate – Feb 3.8% 4.0% 6.2%

Current Previous Year ago

Yield spread – Mar 0.86 pp 0.91 pp 1.59 pp

BAA Credit spread – Mar 2.29 pp 2.06 pp 2.09 pp

CBOE market volatility – Mar 27.56 26.84 20.32

S&P 500 stock index – Mar 4,334 4,415 3,947

Current Previous Year ago

Retail sales – Feb 0.3% 4.9% -2.8%

Light vehicles sales – Feb 14.1 M 15.0 M 15.9 M

Total home sales – Feb 6.79 M 7.28 M 6.99 M

Consumer sentiment – Mar 59.7 62.8 84.9

Current Previous Year ago

ISM Manufacturing – Feb 58.6 57.6 60.9

ISM Services – Feb 56.5 59.9 55.9

NFIB small business optimism – Feb 95.7 97.1 95.8

Current Previous Year ago

Consumer price index (CPI) – Feb 0.8% 0.6% 0.4%

Core CPI – Feb 0.5% 0.6% 0.2%

Economic activity remained solid in February and into March as hiring was strong
again and the business sector showed further expansion. But the fastest pace of
inflation in 40 years is reducing household purchasing power while hurting
consumer and business sentiment. Negative impacts on growth and inflation from
the Russia invasion of Ukraine further cloud near-term expectations. The Federal
Reserve raised interest rates in March and signaled a much more restrictive path for
monetary policy in coming years than financial markets had previously expected.

March 23, 2022

March 2022

Nonfarm payroll growth surged again for February as hiring was
strong across nearly every sector. The unemployment rate dropped to
an expansion-low even as labor force participation saw another
positive uptick. With demand for labor far outpacing supply, wage
gains continue to accelerate, up by 6.5 percent over the past year
according to the Atlanta Fed’s wage growth tracker.

Domestic equity markets briefly slipped into correction territory in
early March and remained volatile as investors digested elevated
geopolitical risk and the first tightening move by the Fed since 2018.
Interest rates moved sharply higher, especially after the Fed’s
announcement of tighter monetary policy over the next few years.
The Fed now projects up to 150 basis points of additional rate hikes
over 2022, with more in 2023 plus a reduction in its balance sheet.

Retail sales rose modestly for February, despite a decline in light
vehicle unit sales, aided by rising prices for most goods. Total home
sales were higher to start 2022 despite another record low in the
number of existing homes for sale. Consumer sentiment fell further in
the first half of March as faster inflation and the Russian invasion of
Ukraine weighed on expectations.

The ISM business surveys were mixed for March, but still pointed to
continued expansion for both manufacturing and services despite
little improvement in supply chains or prices paid for inputs. The NFIB
small business optimism index fell further for February as labor
difficulties and higher prices continue to weaken profits and growth
estimates for many business owners.

Sharply higher food and energy prices (partially influenced by the
Russian invasion) caused another jump in the CPI for February, raising
the 12-month trend rate to 7.9 percent. Faster shelter costs also
pushed up the core CPI with a trend rate of 6.4 percent. While energy
and goods costs continue to drive much of the inflation spike, higher
service costs are a building portion of price gains.



Nationwide Economics — Monthly Economic Dashboard

NEGATIVE POSITIVE

OVERALL

THE ECONOMY NEGATIVE POSITIVE

NEGATIVE POSITIVE

NEGATIVE POSITIVE

LOWER HIGHER

LOWER HIGHER

CONSUMER

JOB MARKET

INTEREST RATES

INFLATION

Future Scorecard –

2021 2022F 2023F 2024F

Real GDP growth 5.7% 3.4% 2.1% 1.9%

2021 2022F 2023F 2024F

Total home sales 6.89 M 6.78 M 6.60 M 6.25 M

Light vehicle sales 14.9 M 16.0 M 17.3 M 16.8 M

2021 2022F 2023F 2024F

Consumer Price Index (CPI) 6.7% 4.5% 2.1% 2.5%

Core CPI 5.0% 3.7% 2.7% 2.5%

2021 2022F 2023F 2024F

Average job growth 562,000 350,000 215,000 190,000

Unemployment rate 5.4% 3.7% 3.5% 3.5%

2021 2022F 2023F 2024F

Federal funds rate 0.00% 1.75% 2.75% 2.75%

10-year Treasury note 1.52% 2.35% 2.85% 2.90%

The Russian invasion of Ukraine has worsened the near-term outlook (slowing
growth and boosting inflation), with the magnitude and length of these impacts still
unknown. Given significant momentum and the lagged impacts of past expansionary
fiscal and monetary policy, economic growth should remain positive, especially with
a boost in service sector activity as Covid fades. The greater risk for the current
expansion is the surge in inflation and the likelihood of much tighter monetary policy
in response. The odds that the Fed can orchestrate a soft landing are low, especially
with a new supply shock — but a near-term downturn in the economy is unlikely.

March 2022

While fading Covid concerns should boost overall activity, higher
energy costs and delayed supply chain healing are downside risks for
this year. Beyond 2022, growth should slow in response to tighter
fiscal and monetary policy, along with the economy nearing full
resource utilization. Recession risks are increasing as the Fed looks to
tighten aggressively in order to bring inflation down.

Severe constraints in the production of light vehicles should ease over
2022, with elevated sales as demand is expected to remain strong.
Higher mortgage rates and lack of housing supply will slow the pace
of home sales in coming years. Strong job gains and rapid wage
growth will help to moderate the impact of higher prices and should
enable consumer spending to remain solid.

Job gains should remain solid this year, although slowing, boosted by
more workers reentering the labor force in response to plentiful job
openings, rising compensation, less impact from Covid, and reduced
government support. The unemployment rate is expected to drop
below 3.5 percent this year, potentially reaching the lowest levels
since the 1950s.

In response to the surge in inflation, the Fed now expects to raise the
federal funds rate by a total of 175 basis points over 2022, with
another 100 basis points next year. Long-term rates should climb over
2022-23 (helped by likely quantitative tightening), although the yield
curve is expected to flatten further due to the faster Fed tightening —
with financial markets looking for an inverted yield curve.

Inflation should slow somewhat over 2022 but the Russian invasion
has increased energy costs and could extend supply chain inflation
impacts — with slower but still elevated inflation expected into 2023.
Moreover, price gains for shelter and other service categories have
only recently started to accelerate, suggesting that inflation could run
above the Fed’s long-term goal for several years.
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Glossary

The information in this report is provided by Nationwide Economics and is general in nature and not intended as investment or
economic advice, or a recommendation to buy or sell any security or adopt any investment strategy. Additionally, it does not take 
into account any specific investment objectives, tax and financial condition or particular needs of any specific person. 

The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without notice. These 
forecasts show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they will not reflect
actual performance. We obtained certain information from sources deemed reliable, but we do not guarantee its accuracy, 
completeness or fairness.

Nationwide, the Nationwide N and Eagle, and Nationwide is on your side are service marks of Nationwide Mutual Insurance Company.
© 2022 Nationwide.
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• Not a deposit • Not FDIC or NCUSIF insured • Not guaranteed by the institution • Not insured by any federal government agency • May lose value

F Forecast

BAA Credit Spread Spread between 10-year treasury note and BAA-rated corporate 
bond rates

CBOE Chicago Board Options Exchange

CPI Consumer Price Index

FOMC Federal Open Market Committee.

ISM Institute for Supply Management

NFIB National Federation of Independent Business

Yield Spread Spread between the 1-year and 10-year Treasury note rates
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