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March Retail Sales: Strength
across the board, our real
spending forecast for 1Q is now
higher

Key Takeaways

B Headline retail sales rose 1.7% m/m, boosted by gas sales. Control group sales

rose 0.7% with upward revisions to prior months.

B Q1 spending is now tracking 1.5% q/q saar vs 1.1% before. Higher prices in Q1
weighed on spending, but less than we previously thought.

B In line with our expectations, higher gas prices did not restrain goods spending.

B We take sign of more strength from this print. But with elevated gas prices in

April, we expect more effects from the shock in Q2.

B Autos sales rose 0.5% after a strong Feb while restaurant sales moderated to
0.1% m/m.

Exhibit 1:  Retail sales and its components

July Aug Sep Oct Nov Dec Jan Feb March Actual MS Forecast Consensus Net Revisions

Retail & food services 0.6 0.5 0.1 0.2 0.5 0.0 0.0 0.7 17 12 1

ex autos 0.4 0.6 01 02 0.4 0.0 0.1 0.7 19 14 14 01
Control-group 0.5 0.7 -0.2 05 0.2 0.0 0.5 0.6 07 03 02 02
Motor vehicle and parts 16 0.4 0.0 -1.5 0.9 0.0 -0.7 1.0 0.5 0.5 -0.1
Gasoline 13 0.3 2.0 1.4 13 0.4 2.2 13 15.5 13.4 0.2
Building materials 0.8 0.2 0.0 -0.7 14 1.1 0.7 0.6 0.7 0.5 0.1
Restaurants 0.1 0.6 0.2 0.1 0.5 0.4 03 0.5 0.1 0.2 0.2

Source: Census Bureau, Haver Analytics, Morgan Stanley Research. Note: the revisions refer to the change in the prior month
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UPDATE

March retail sales: Strength across the board, our real
spending forecast for 1Q is now higher

Retail sales were up both for the headline (up 1.7% m/m) and control group (up 0.7%).
Within the headline, the components were largely in line with our expectations: autos

were up 0.5% m/m, sales at gasoline stations were up 15.4%.

Among the control group categories, there was fairly broad based strength, and the
strongest categories were online, furniture and general merchandise. There was also
upward revisions to both January and February control sales, totaling 0.4%. The largest
upward revisions came from health and personal care stores, clothing and sporting goods
stores. Restaurant sales, the one services category, moderated to 0.1% m/m.

With this print, we are tracking 1Q real consumption at 1.5% g/q saar, with goods at -0.9%
and services at 2.6%. March real consumption is up 0.4% m/m. There will also now be
stronger base effects for Q2 consumption. With the upward revisions in the control
categories, consumption is running at a stronger pace this quarter than our forecast. We
did not expect higher gas prices to weigh on spending yet, and the print above our
forecast seems to confirm that. The lower consumer sentiment did not appear to weigh
on spending for this month, as we had expected. Tax refunds are up on a y/y basis, and
may be helping consumers smooth through the shock near-term, but if gas prices remain

elevated we expect larger effects on real goods spending in Q2 and Q3.

Exhibit 2: Retail control and its categories

Changes (m/m) in Retail Control and its components
Sptg Gds,
Furniture, Health & Hobby, Bk General
Retail Nonstore Home Furn, Food & Pers Care Clthg & Acc & Mus Merch Misc Stores
Control Retailers Elec/App Beve Stores Stores Stores Stores Stores Retailers
3Q'25Avg 0.3% 0.5% -0.7% 0.2% 0.9% 0.5% 0.6% 0.1% -0.3%
4Q'25Avg 0.2% 0.5% 0.0% 0.0% -0.4% 0.3% 1.3% 0.1% 1.0%
1Q'26Avg 0.6% 1.3% 1.0% -0.2% -0.2% 0.8% 0.1% 0.5% 1.2%
Jan'26 0.5% 1.8% 1.1% 0.0% -3.0% -0.4% -0.4% 0.5% 2.2%
Feb'26 0.6% 1.2% 0.2% -1.2% 2.0% 2.8% 0.7% 0.0% 2.2%
Mar'26 0.7% 1.0% 1.6% 0.7% 0.5% 0.0% 0.0% 1.0% -0.9%

Source: Census, Morgan Stanley Researcj
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Exhibit 3: Retail sales heat map

[ Mar26  Feb26  Jan26  Dec:25  Nov25 _ Oct25  Sep?5  Aug:25 _ Jul25 _ Jun25 _ May:25  Apr2s |
Category of US Retail Sales from the Census Bureau ‘m/m % change
Retail Sales & Food Services ¥ X ¥ ¥ 01
Retail Sales & Food Service Ex Auto

Retail Control

Motor Vehicle & Parts Dealers

Furniture & Home Furn & Electronics/Appliance Stores
Building Materials, Garden Equipment & Supply Dealers
Food & Beverage Stores

Health & Personal Care Stores

Gasoline Stations

Clothing & Accessory Stores

Sporting Goods, Hobby, Book & Music Stores

(General Merchandise Stores

Miscellaneous Stores Retailers

Nonstore Retailers

Food Services & Drinking Places

Mar-26 yly
4.0

0.6

1 0.
‘Adjusted sales ($bn)
7§ 732 §

[Retail Sales & Food Services § 752 § 740 § 735 § 735 § 73 § 73 72§ 78§ 713§ 716§ 722
Retail Sales & Food Service Ex Auto § 612 8 601 $ 597 § 596 § 596 § 594 § 593 § 592 § 589 § 586 $ 581 § 581
Retail Control § 42§ 4198 416 $ 414§ 414§ 413 § 412 § 412 § 410 $ 408 § 404 § 403

Contribution to change (pp)

Motor Vehicle & Parts Dealers 0.0 01
[Furniture & Home Furn & Electronics/Appliance Stores
Building Materials, Garden Equipment & Supply Dealers
Food & Beverage Stores
Health & Personal Care Stores
Gasoline Stations
Clothing & Accessory Stores
Sporting Goods, Hobby, Book & Music Stores
(General Merchandise Stores
Miscellaneous Stores Retailers
Nonstore Retailers 5
Food Services & Drinking Places 00 00
Number of categories risi

7 5

Retail Sales & Food Services n 10 5 5 8 10 mn 5 o
Source: Census Bureau, Haver Analytics, Morgan Stanley Research
Exhibit 4: 1Q Real GDP Tracker
Details of 1Q 2026 US GDP tracking (% q/q saar unless indicated)
Final Domestic NX <l

Date Data release GDP  sales finalsales PCE Equip Struct IPP  Gov X M (level) (level)
1Mar Baseline 2.2 2.2 20 14 3.0 0.8 4.8 4.0 12 -0.1 -941 -13
6-Mar Retail sales, prices, 4Q GDP 2.0 21 18 15 0.0 -1.0 3.0 4.0 12 -1.0 -932 -16
12-Mar Trade 18 16 19 15 3.0 -1.0 3.0 4.0 6.5 8.0 -978 -2
12-Mar Housing starts 18 16 19 15 3.0 -1.0 3.0 4.0 6.5 8.0 -978 -2
13-Mar Durables 16 14 18 15 0.0 -1.0 3.0 40 6.5 8.0 -997 5
13-Mar Consumption (Jan) 18 15 19 1.6 0.0 -1.0 3.0 4.0 6.5 8.0 -997 5
18-Mar PPI 19 17 2.0 12 3.0 -1.0 9.0 4.0 6.5 8.0 -997 5
19 Mar New home sales 19 17 20 12 3.0 -1.0 9.0 4.0 6.5 8.0 -997 5
1-Apr Retail sales 2.0 18 21 12 3.0 -1.0 9.0 4.0 6.5 8.0 -997 5
2-Apr Trade, inventories 2.0 18 21 12 3.0 -1.0 9.0 4.0 135 135 -999 5
2-Apr Light vehicle sales 2.0 18 21 13 3.0 -1.0 9.0 4.0 135 135 -999 5
7-Apr Durables 23 21 24 13 8.0 -1.0 9.0 4.0 135 135 -999 5
9-Apr 4Q GDP and Feb consumption 22 2.0 22 11 8.0 -1.0 9.0 4.0 135 135  -1000 -4
21-Apr Retail sales 24 2.2 25 15 8.0 -1.0 9.0 4.0 135 135 -1000 -4

GDP tracking. 24 22 25 15 8.0 -1.0 9.0 4.0 135 135  -1000 -4

Contribution to GDP growth (pp) 22 2.6 1.0 0.4 0.0 0.5 0.7 14 -1.8 -0.3 0.2

Morgan Stanley official forecast 22 22 20 14 3.0 0.8 4.8 4.0 1.2 -0.1 -941 -13

Source: Bureau of Economic Analysis, Morgan Stanley Research
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S.A.de CV, and/or Morgan Stanley Canada Limited. As used in this disclosure section, "Morgan Stanley"includes Morgan Stanley & Co. LLC, Morgan Stanley CTV.M. S.A, Morgan Stanley Mexico,
Casa de Bolsa, S.A. de CV,, Morgan Stanley Canada Limited and their affiliates as necessary.
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Management), New York, NY, 10036 USA.
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(0)3-6836-9000. Alternatively you may contact your investment representative or Morgan Stanley Research at 1585 Broadway, (Attention: Research Management), New York, NY 10036 USA.

Global Research Conflict Management Policy
Morgan Stanley Research has been published in accordance with our conflict management policy, which is available at www.morganstanley.com/institutional/research/conflictpolicies. A
Portuguese version of the policy can be found at www.morganstanley.com.br
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Morgan Stanley is not acting as a municipal advisor and the opinions or views contained herein are not intended to be, and do not constitute, advice within the meaning of Section 975 of the
Dodd-Frank Wall Street Reform and Consumer Protection Act.
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solicitation of an offer to buy or sell any security/instrument or to participate in any particular trading strategy. The value of and income from your investments may vary because of changes
ininterest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments prices, market indexes, operational or financial conditions of companies or other factors. There
may be time limitations on the exercise of options or other rights in securities/instruments transactions. Past performance is not necessarily a guide to future performance. Estimates of future
performance are based on assumptions that may not be realized. If provided, and unless otherwise stated, the closing price on the cover page is that of the primary exchange for the subject
company's securities/instruments.

The fixed income research analysts, strategists or economists principally responsible for the preparation of Morgan Stanley Research have received compensation based upon various factors,
including quality, accuracy and value of research, firm profitability or revenues (which include fixed income trading and capital markets profitability or revenues), client feedback and competitive
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