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NOT WORKING — _
Participation Rate was falling, but not all for weak economy reasons ‘
68.0 68.0

There were some pretty

It doesn’t sound good. That | Thereweresome prty
67.1 percent of the U.S. _ | adssandreone
population in the year 2000 |

was participating in society, ,, |
either working or saying ..
they were actively looking o | 1067

First baby
boomer

for work, as opposed to e s 21
only 62.4 percent last year. oo/ y

That's a lot of aimless =]
people without purpose in %0 i daan 580
life given the population 16 *°s% % & & w© © & & w % o0 o 10 1 2 2 0 =
years and older who are not in prison or in the
Army was 212.577 milion in 2000 and Participation Rate -- March 2026 (thousands)

N . 274,858 Population
273.653 million in 2025. The main reason for 170,087 Labor Force (Employed + Unemployed)

the decline in participation is not economic (162,848 + 7,239)
weakness or the lack of employment 61.9% Participation Rate 170,087/274,858
opportunities, it is the change in fortunes for | 104,771 Notin Labor Force _
L 6,040 Not in Labor Force who want a job
the baby boom generation’s rise and fall.
Participation does fall in recessions as unemployment rises, but it is not bouncing back in good times
and this is tied to the first baby boomer (born 1946-64) turning 65 in 2011. Participation did bounce
slightly from the pandemic low in 2020, which was likely tied to the migration surge in 2023-24 because
immigrants’ labor force participation is always higher at 65.7% versus [~|RCLE OF LIFE
61.4% for native born Americans. PARTICIPATION RATE
35.7% 16-19 years old
Most of the decline in the participation rate appears to be due to the aging | 70.5% 20-24 years old
population where the baby boom generation is moving beyond the | 83.7% 25-34 years old
workforce and is starting to need medicare and social security benefits 84.3% 35-44 years old
which will take a greater share of Federal government outlays unless 83.4%  45-54 years old
) _ 75.3% 55-59 years old
Congress wants to increase taxes to cover the amounts until the | 59104 60-64 years old
generation after the greatest generation passes. The drop in participation | 32.89% 65-69 years old
is dramatic and there is no changing it: participation 83.4% in 45-54 year | 19.5% 70-74 years old

olds to 32.8% for 65-69 year olds. 8.1% 75-plus, you know who you are. 8.1%  75-plus years
Older politicians, lawyers and economists only need apply. 61.9% Total Mar 2026
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For bonds no peace in the Mideast sent oil up, bond prices down. Oil high Tuesday $101, oil high
Wednesday $108. The Fed meeting had three Fed governor dissents against the easing language,
which always looked weak to us in the first place as it carries over from the last rate cut to 3.75% in
December with the press statement saying, “the extent and timing of further adjustments...” Anyway,
Powell said it was too early to change the language at the press conference, and there is the March
FOMC forecast with its one rate cut this year to consider. The market did not like the three members
concerned about inflation however and 10-year yields broke long-standing resistance at 4.40% on
Wednesday. The good news is Powell is sticking around battling Trump as a Fed governor for the
June 16-17 meeting while Warsh comes in as Chairman. Interesting. Stocks end week +5.6% YTD.

Microsoft (MSFT) down 14.3% YTD

That's a new one. Earnings Wednesday after the bell: Microsoft, Google, Meta, Amazon. Apple on
Thursday. Only Alphabet shares went up in after-hours trading. After a drawdown of 35.7% from the
peak, our focus was on Microsoft. Same problem as last quarter in trying to convince the market that
it was leading the pack on Al, although the stock was $481.63 before earnings on January 28, so
there has been a concession. Intelligent Cloud revenue was huge at $34.7 billion, up 30% YOY.
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Min$ Revenue  Processes Cloud Computing Monthly ranges pre-earnings )
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Next up: April CPIl inflation Tuesday, May 12 830am ET
Monthly 2026 2025 2025
% Changes Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun May Apr Mar Feb Jan
Core CPl inflation 0.2 0.2 0.3 0.2 na na 0.2 0.3 0.3 0.2 0.1 0.2 0.1 0.3 0.4
Core PCE inflation 0.3 04 04 0.3 0.2 0.2 0.2 0.2 0.2 0.3 0.2 0.2 0.1 04 0.3
Core PCE YOY 3.2 3.0 3.1 3.0 2.8 2.8 2.8 29 2.9 2.8 2.8 2.6 2.7 3.0 2.8
Core CPI YOY 2.6 2.5 2.5 2.6 2.6 na 3.0 3.1 3.1 29 2.8 2.8 2.8 3.1 33
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OTHER ECONOMIC NEWS

Housing starts, durable goods soar (Wednesday)
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construction.  No  such
hesitation was observed for business capital investment in March. Core long-lived capital goods
orders are literally through the roof with orders revised up to a gain of 1.6% in February and another
3.3% higher in March into the stratosphere and into the record books. Economists had to look at the
durable goods orders report 190
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innovation that is leading the way.
Stay tuned. The economic data
were picture perfect at least in United States Northeast  Midwest South West

Housing Starts Total, Single-Family, Multi-Family

; ; ; ; 000s Total 1 unit Multi Total 1 unit Total 1 unit Total 1 unit Total 1 unit
March V\_"th reS|dent|aI_ housing Mar 2026 1502 1032 446 176 70 221 152 794 562 311 248
construction and key capital goods |Feb2026 1356 941 407 141 63 197 150 728 518 290 210

orders soaring. This is not what a
: . Mar 2025 1355 948 393 148 66 223 129 696 530 288 223
recession looks like and those |y, cpgs

saying the economy’s sky is falling |Mar/Feb 108 9.7 .. 248 111 122 13 91 85 7.2 181

will have to shelve their forecasts MaMar 108 89 .. 189 61 -09 178 141 60 80 112
for now.
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GDP, PCE inflation, ECI, jobless claims (Thursday)

Breaking economy news. Real GDP was
2.0% in Q1 2026 after the 0.5% weakness
during the Q4 2025 Federal government
shutdown. Consumer spending was
1.6%, we were estimating 2.5%, but there
was no spending on nondurable goods.
There is momentum given stronger
February and March, and Q2 2026 will be
1.0% even if there are no expenditures at
all for April, May, June. Weekly jobless
claims fell 26K to 189K in the April 25
week, but continuing claims fell 23K to
1.785 million in the April 18 week which is
the survey week for the unemployment
rate which might drop again from 4.3%
(4.26) in the Friday, May 8 report.

fwd: Bonds
Q4 24| Q1 25| Q2 25| Q3 25| Q3 25| Q4 25|Q1 26p
REAL GDP 19| -0.6 3.8 4.4 4.4 0.5 2.0
REAL CONSUMPTION 3.9 0.6 25 3.5 3.5 1.9 1.6
CONSUMPTION 2.6 0.4 1.7 2.3 2.3 1.3 11
Durables 09/ -03] 02 01 01 0.0 0.0
Nondurables 0.5 0.3 0.3 0.5 0.5 0.1 0.0
Services 1.2 0.4 1.2 17 1.7 1.2 11
INVESTMENT -1.3 3.8 -2.7 0.0 0.0 0.4 15
Business Plant -0.3| -0.1| -0.2| -0.2| -0.2 -0.2 -0.2
& Equipment and -0.2 1.0 0.4 0.3 0.3 0.2 0.9
Intellectual Property 0.0 0.3 0.8 0.3 0.3 0.3 0.7
Homes 0.2 0.0/ -0.2| -0.3] -0.3 -0.1 -0.3
Inventories -0.9 26| -3.4| -01| -01 0.1 0.4
EXPORTS -0.1 0.0 -0.2 1.0 1.0 -0.4 1.3
IMPORTS 0.0| -4.7 5.0 0.6 0.6 0.1 -2.6
GOVERNMENT 0.6/ -0.2 0.0 0.4 0.4 -1.0 0.7
Federal defense 0.2 -0.3 0.0 0.2 0.2 -0.4 0.1
Fed nondefense 0.1 -0.1| -04 0.0 0.0 -0.7 0.5
State and local 0.3 0.2 0.3 0.2 0.2 0.2 0.2
Below line: Percentage point contributions to Q1 2026 2.0% real GDP
Second estimate for Q1 is Thursday, May 28

Net, net, the economy showed steady growth in the first quarter despite the colder weather at the start
of the year and the Middle East war and surge of energy price inflation in the final month of the quarter.
It was Al spending to the rescue with the big increases in business investment in equipment and
intellectual property products driving the first quarter results. A full 1.6 percentage points of 2.0% real
GDP was business investment in equipment, computers and software. The big drag was from America
going back to buying imported goods which clipped real GDP growth by 2.4 percentage points.
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shows the labor market may be stronger than economists and consumer surveys have been saying.
Wage growth for private industry was 0.7% in the first quarter, the same as it was in the fourth quarter
of 2025, so consumers continue to have the incomes to keep spending going. There is no sign of
economic weakness anywhere in today’s reports and Fed officials under the incoming Fed Chair will
have scant reason to cut interest rates. Higher rates often deter business capital spending, but right
now business investment and orders are setting records. Stay tuned.
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ISM manufacturing solid (Friday)

Breaking economy news. Ever since making a spectacular (unbelievable) jump to start the year, it has
been sideways for the ISM manufacturing index. We hope the index is not broken, or less able to tell
the future, like so many long-trusted indicators from past economic cycles. Manufacturing, or at least
equipment orders are extremely strong, enough to put the index above 60 one would think. The overall
index shows the manufacturing sector is expanding, but do not bother applying for a job at the factory
as employment is still trending down because factories run on robots and machines.

Net, net, the ISM manufacturing index is holding onto its

2026 expansion trend which is a good thing for the |ISM manufactAt;rrlzrgg Irn;gri)é s Janae
economic outlook, the only troubling finding being that |pmiindex 52.7 52.7 52.4 52.6
. . . . . . Prices 84.6 78.3 70.5 59.0
inflation is rearing its ugly head in a way that has not been |, 4 ction s34 551 535 859
seen since 2022. Time will tell if the manufacturing gleW?_rdeJSI_ _ ggé ggg 22? ;71-1
. . . . upplier deliveries . . . .
renaissance has truly arrived according to purchasing |Employment 46.4 48.7 48.8 48.1
; ; Export orders 47.9 49.9 50.3 50.2

manager executives, but so far, so good, where despite Import orders S0.3 g 249 S0

the Iran war uncertainty, sky-high energy prices and

import tariffs that just won’t go away, the outlook for American companies has rarely been better. The
stock market is at all-time highs, and that optimism on the part of investors is supporting the strongest
manufacturing expansion seen in years. No one would have believed at the start of the year that

business conditions would be so robust. Stay tuned.
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