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ONE MILLION OUT OF WORK

Recession-magnitude loss in Temporary help services employment
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and April was revised down 57K which means there are just 95K more payroll jobs out there in the
country than the count we knew coming in this morning. The soft payroll jobs report was echoed by
the Household Survey of employment that rose 116K in June after May's 408K decline. The
unemployment rate is rising and each tenth higher increases the risk of recession if we are not
already in one. The 4.1% (4.054%) unemployment rate is seven-tenths higher than the cycle low for
joblessness of 3.4% in April 2023 with over a million more Americans out of work... 6.811 million in
total. Let’'s hope they can’t vote. Fed officials have their heads in the sand if they think all is well with
the labor market. Every other Fed in the last four decades had already cut interest rates with this

amount of joblessness. Stay |Monthly changes (000s) Jun May Apr Mar Feb
are darkening clouds moving in Private jobs 136 193 108 232 181
Leisure/Hospitality jobs 7 22 -9 54 26
from offshore and it will be a |HH Employment Survey* 116  -408 25 498  -184
miracle if the U.S. can avoid |Unemployment rate % 4.1 4.0 3.9 3.8 3.9
the direct hit of recession. The Part?cipation rate % 62.6 62.5 62.7 62.7 62.5
i . Not in labor force (min) 100.429 100.516 100.083 99.989 100.285
Fed is behind the curve and an | “3nq want A Job (min) 5234 5717 5637 5443 5672
interest rate cut is warranted by |Average hourly earnings $35.00 $34.90 $34.75 $34.69 $34.56
the September meeting at the MTM % Chg 0.3 0.4 0.2 0.4 0.1
. YOY % Chg 3.9 4.1 3.9 4.1 4.3

latest. Bet on it. * Household (telephone) Survey of employment behind unemployment rate
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Through the first six months of |Payroll jobs slowdown in second quarter
. Dec. 2023 6 months 12 months
2024, payroll jobs are off the full Totals Dec 23to  Dec 22 to
: millions Jun24 May24 Apr24 Jun24 Dec 23
year 2023 pace with the average 157.304 Nonfarm Payroll Employment 206 218 108 1334 3013
monthlies slowing to 177K in Q2 134.228 Total Private (ex-Gowt) 136 193 108 1046 2304
. 21.723 Goods-producing 19 12 -3 106 275
2024 from 267K in Q1 2024. Real 0600  Mining 0 -3 5 -6 15
. . . 12.960 Manufacturing -8 0 7 -10 26
consumer Spendlng IS qwte S|OW 1.063 Motor Vehicles & parts 6 5 2 18 32
at 1.5% in Ql 2024 and running 1.108 Computer/electro_nics -1 0 -3 -8 1
A A 1.729 Food manufacturing 3 3 3 12 10
1.4% in Q2 2024. There is a drag 12.866 Specialty trade contractors 39 39 39 -754 61
8.120 Construction 27 16 -5 125 236
from hOtGIS/ mOteIS and 5.148 Specialty trade contractors 12 8 -3 67 135
restaurants and bars, the latter are | 112505 private Senvice-providing 117 181 111 940 2029
H H H H 28.867 Trade, transportation, utilities 14 22 41 172 161
a gOOd COIﬂCIdent Indlcator Of 15.603 Retail stores -9 7 14 72 118
general economic conditions. 3.209 General Merchandise 5 -3 11 73 118
3.247 Food & Beverage stores 2 3 -2 15 24
State governments have stopped 6.521 Transportation/warehousing 7 12 21 73 -69
e 1.552 Truck transport 0 -6 -2 -3 -35
the hiri ng spree and local 0.570 Air transportation 2 2 1 8 40
government education is soft. 1.060 Couriers/messengers 1 4 7 24 -10
1.767 Warehousing and storage 2 3 5 5 -99
. 3.012 Information 6 5 -3 15 -83
Other news: Wages for production 0494  Computing, data, web hosting 1 0 0 4 8
: 9.233 Financial 9 12 -3 11 88
and nonsupervisory workers (not 2997 Insurance 9 : 5 o5 50
their bosses) have been running 2496 RealBstate L 6 9 2 63
1.378 Commercial Banking 3 -2 -3 -15 -17
4.0% year-year for three months 1.115 Securities/investments 3 2 2 3 33
hich i d h b 22.882 Professional/business -17 31 -17 68 149
now which Is good enough to be 2.765 Temp help services 49 16 24 -08 217
i i i 2.558 Management of companies 2 1 -3 0 15
Ca"ed_ normal as it was Increasing 1.673 Architectural/engineering 5 12 1 35 39
3.7% in much of the second half of 2.525 Computer systems/services 7 3 4 26 41
L . 1.194 Legal services 1 1 2 -3 12
2019 before the pandemlc inflation 1.158 Accounting/bookkeeping 5 9 3 23 26
Tt 25.831 Education and health 82 81 98 517 1058
burst. Additionally, the same soft 5440 Hospitsls o5 > 20 T 104
trend is evident in the population 8.635 Ambulatory health care 22 38 30 174 345
L 3.843 Educational services -1 -2 0 12 93
count, and so employment, within 16.816___Leisure and hospitality 7 2 9 o7 561
: . 1.924 Hotel/motels 1 -1 1 -3 70
the Household Survey' which is 12.292 Eating & drinking places -3 11 7 34 309
weak like a recession, where 23076 Government 70 25 0 288 709
i i 2.360 Federal ex-Post Office 4 2 1 34 82
!’]atlve .bor!’] Americans are not 5.404 State government 26 -9 4 61 273
Increasing In number over the last 2.637 State Govt Education 13 -17 0 18 183
. . 14.711 Local government 39 31 -4 187 351
year, unlike the foreign born 8.039 Local Govt Education 5 6 1 47 162

Americans seeing a 4.9% increase in their population. All the jobs are going to immigrants because

they are the only workers out there.
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Bond yields ended the week at 4.29%. The presidential election news may have moved rates up early
in the week, but the worsening economic outlook brought yields back down. It is early to worry about
the Federal debt and the Fed did cut QT recently bringing down the Treasury’s annual borrowing need
by $420 billion. A lot of the bump in bond yields was portfolio rebalancing late on June 28 at the end
of the quarter. For the darkening economic outlook, ISM services fell sharply (again) on Wednesday,
and the jobs report on Friday eventually was seen as a negative for growth perhaps with the tick up
in the unemployment rate. Through it all the stock market kept moving higher, ending Friday up 16.7%
year-to-date. At least Powell has stopped talking down the stock market, where easy financial market
conditions were thought to hurt the inflation fight. May 2024 PCE inflation is only 2.6% year-on-year.

FedEx (FDX) up 16.2% YTD
The stock jumped 15.5% the next day after the earnings report after the bell on Tuesday, June 25 in
part as the company'’s projected fiscal year 2025 EPS guidance was slightly better than expected.
Restructuring will continue in the new fiscal year. FedEx is considering selling the FedEx freight
business; UPS sold its freight business back in 2021. FedEx Freight had operating income of $1.814
billion in FY 2024, 32.6% of the total. **
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FEDERAL RESERVE POLICY

The Fed meets July 30-31, 2024 to consider its
monetary policy. Too early for a rate cut, a rate cut that
is supposed to be followed by additional rate cuts, so
the bar to lowering the Fed funds rate the first time is a
high one... unless the employment market softens,
policymakers say. For some reason they continue to
say the unemployment rate remains relatively low. The
4.1% unemployment rate in June is seven-tenths off the
low back in April 2023; every other time since the mid-
1970s, the economy was in a recession with losses of
this magnitude. The Fed had already cut interest rates
before the unemployment rate had risen 0.5
percentage point from the low, looking back as far as

we care to, the 1990-91 recession; this time nothing from
policymakers who are watching inflation instead. Not that
we want to see a rate cut necessarily, as the interest on
money market funds is good enough for a large percentage
of anyone’s investment portfolio unless you are 25 years old
and living to 100. Stay tuned. Powell just cannot stop

fwd: Bonds

Selected Fed assets and liabilities Change
Fed H.4.1 statistical release from
billions, Wednesday data 3-Jul 26-Jun 19-Jun 12-Jun  3/11/20*%| 3/11/20
Factors adding reserves to Jul 3,
U.S. Treasury securities 4437.894 4453571 4453.071 4461.661| 2523.031| 1914.863
Federal agency debt securities 2.347 2.347 2.347 2.347| 2.347| 0.000
Mortgage-backed securities (MBS) 2335.997 2335.997 2354.640 2354.642| 1371.846| 964.151
Repurchase agreements 0.004 0.001 0.001 0.005| 242.375| -242.371
Primary credit (Discount Window) 6.404 7.026 6.683 6.461] 0.011] 6.393]
Bank Term Funding Program 106.284  106.556 107.338 107.690
FDIC Loans to banks via Fed 0.000 0.000 0.000 0.000
Paycheck Protection Facility 2.801 2.847 2.855 2.893]
Main Street Lending Program 11.186 11.173 11.159 11.386
Municipal Liquidity Facility 0.000 0.000 0.000 0.000)
Term Asset-Backed Facility (TALF I1) 0.000 0.000 0.000 0.000]
Central bank liquidity swaps 0.211 0.124 0.120 0.114 0.058| 0.153
Federal Reserve Total Assets 72723 72823 73038  7310.1| 4360.0| 2912.226
i SOFR % 5.33 5.34 5.33 5.31 1.15 4.180
Factors draining reserves
Currency in circulation 2358292 2352.646 2351.912 2350.601| 1818.957| 539.335
Term Deposit Facility 0.000 0.000 0.000 0.000| 0.000| 0.000
U.S. Treasury Account at Fed 745608  744.206 782.158 650.212| 372.337| 373.271
Treasury credit facilities contribution 4.958 4.958 4.958 4.958
Reverse repurchases w/others 425898  490.156 375.542 447.574 1.325| 424573
Federal Reserve Liabilities 3950.087 4013.355 3937.622 3876.091| 2580.036| 1370.051
Reserve Balances (Net Liquidity) 3322.165 3268.895 3366.166 3434.032| 1779.990| 1542.175
Treasuries within 15 days 63.469 46.454 27.742 22.030 21.427| 42.042]
Treasuries 16 to 90 days 202.631  219.055 237.783 252515 221.961| -19.330|
Treasuries 91 days to 1 year 538.099  535.109 534.963 536.167| 378.403 159.696
Treasuries over 1-yr to 5 years 1471.141 1489.439 1489.256 1489.783| 915.101| 556.040
Treasuries over 5-yrs to 10 years 646.217  647.692 647.626 646.300| 327.906 318.311]
Treasuries over 10-years 1516.338 1515.822 1515.701 1514.867 658.232| 858.106
Note: QT starts June 1, 2022 Change  7/3/2024 6/1/2022
U.S. Treasury securities -1332.885 4437.894 5770.779
Mortgage-backed securities (MBS) -371.449 2335.997 2707.446
**March 11, 2020 start of coronavirus lockdown of country
Fed Policy-key variables Long
2024 2025 2026 Term
Fed funds 51 4.1 3.1 2.8
PCE inflation 2.6 2.3 2.0 2.0
Core inflation 2.8 2.3 20
Unemployed 4.0 4.2 4.1 4.2
GDP 2.1 2.0 2.0 1.8
June 2024 median Fed forecasts

speaking. The ECB Forum on Central Banking in Sintra, Portugal on Tuesday, July 2. The semiannual
Monetary Policy Report was released Friday at 11am ET, and Powell will explain it all before the Senate
at 10am ET on Tuesday, July 9, and before the House at 10am ET on Wednesday, July 10.
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Next up: June CPl inflation report Thursday, July 11
Monthly 2024 2023 2023
% Changes May Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun May Apr Mar
Core CPI inflation 0.2 0.3 0.4 0.4 0.4 0.3 0.3 0.2 0.3 0.2 0.2 0.2 0.4 0.5 0.3
Core PCE inflation 0.1 0.3 0.3 0.3 0.5 0.2 0.1 0.1 0.3 0.1 0.1 0.2 0.3 0.3 0.3
Core PCE YOY 2.6 2.8 2.8 2.8 2.9 2.9 3.2 3.4 3.6 3.7 4.2 4.3 4.7 4.8 4.8
Core CPI YOY 3.4 3.6 3.8 3.8 3.9 3.9 4.0 4.0 4.1 4.3 4.7 4.8 5.3 5.5 5.6
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OTHER ECONOMIC NEWS

Jobless claims and ISM services index (Wednesday)

Breaking economy news. Weekly jobless claims moved up 4K to 238K in the June 29 week with the
largest increases in New York and then New Jersey. Because first-time applications have increased
recently, it is starting to impact the total
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Analyst Certification

The views expressed in this report accurately reflect the personal views of the research staff at FWDBONDS LLC, the
primary analysts responsible for this report, about the subject securities or issuers referred to herein, and no part of
such analysts’ compensation was, is or will be directly or indirectly related to the specific recommendations or views
expressed herein.

The information herein is provided for information purposes only, and is not to be used or considered as an offer or the solicitation of an offer to sell or to buy or subscribe for securities or
other financial instruments. Neither this nor any other communication prepared by FWDBONDS LLC should be construed as investment advice, a recommendation to enter into a particular
transaction or pursue a particular strategy, or any statement as to the likelihood that a particular transaction or strategy will be effective in light of your business objectives or operations.
Before entering into any particular transaction, you are advised to obtain such independent financial, legal, accounting and other advice as may be appropriate under the circumstances. In
any event, any decision to enter into a transaction will be yours alone, not based on information prepared or provided by FWDBONDS LLC. FWDBONDS LLC hereby disclaims any
responsibility to you concerning the characterization or identification of terms, conditions, and legal or accounting or other issues or risks that may arise in connection with any particular
transaction or business strategy. While FWDBONDS LLC believes that any relevant factual statements herein and any assumptions on which information herein are based, are in each case
accurate, FWDBONDS LLC makes no representation or warranty regarding such accuracy and shall not be responsible for any inaccuracy in such statements or assumptions. Note that
FWDBONDS LLC may have issued, and may in the future issue, other reports that are inconsistent with or that reach conclusions different from the information set forth herein. Such other
reports, if any, reflect the different assumptions, views and/or analytical methods of the analysts who prepared them, and FWDBONDS LLC is under no obligation to ensure that such other
reports are brought to your attention.
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The articles and opinions in this publication are for general information only, are subject to change, and are not intended to provide specific investment, legal, tax or other advice or
recommendations. The information contained herein reflects the thoughts and opinions of the noted authors only. We are not offering or soliciting any transaction based on this information.
We suggest that you consult your attorney, accountant or tax or financial advisor with regard to your situation. Although information has been obtained from sources we believe to be
reliable, neither the authors nor FWDBONDS LLC vouch for its accuracy, and such information may be incomplete or condensed. Neither the authors nor FWDBONDS LLC shall be liable
for any typographical errors or incorrect data obtained from reliable sources or factual information.

Opinions, estimates, forecasts, and other views contained in this document are those of the FWDBONDS LLC research group, and does not necessarily represent the views of FWDBONDS
LLC or its management. Although the Financial Markets This Week newsletter attempts to provide reliable, useful information, it does not guarantee that the information or other content in
this document is accurate, current or suitable for any particular purpose. All content is subject to change without notice. All content is provided on an “as is” basis, with no warranties of any
kind whatsoever. Information from this document may be used with proper attribution. Alteration of this document or its content is strictly prohibited. ©2024 by FWDBONDS LLC.

By the way, in the way of the usual disclaimers, this is a final legal reminder that there is no investment advice offered or given anywhere in this newsletter or on the fwdbonds.com website.
These are just the things we would like to see before we save, invest, spend, and otherwise plan for the future, which of course is always uncertain.
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