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OVER 1 MILLION DROPOUTS
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There have been many dropouts from the labor force the last two months as well, 329K in June and
813K in May, maybe some have given up looking for work which keeps unemployment artificially low.
Only time will tell as they say whether there is a trade war slowdown. The economy is not setting any
landspeed records for growth with real consumer spending of 0.5% in Q1 2025 and Q2 running 1.3%,
where 2-3 percent is normal. There was some bad winter weather in Q1 2025 of course.

Dec 2024 to Jan 2025 Population Changes (thousands)
Labor force dropouts are more complicated than |3047 Total 3047 Total 3047 Total
normal after the pandemic surge and the larger than | 1490 White 237 Asian | 1660 Non-Hispanic
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of the 3.047 million increase in population from December to January is probably not what you were
thinking. The picture is complex. There was a 937 thousand increase in the Asian population with
463K Asian Indian and 417K Chinese. There are the normal BLS categories based on race, and
Hispanic ethnicity is presented/broken-out separately. Hispanic or Latino was 1.66 million (54.5%) of
the total 3.047 million December to January change. Puerto Rican was the largest with 348K followed
by Dominican 266K, Salvador 260K and Mexican 218K.
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The 147K June payroll jobs |Private payroll jobs growth modest in June
Dec. 2024 6 months 12 months
number was thotht to be Totals Dec 24to Dec 23to
solid, but private jobs millions Jun25 May25 Apr25 June25 Dec 24
. 158.942 Nonfarm Payroll Employment 147 144 158 782 2012
increased 74K the weakest | 135335 Toral Private (ex-Gowt) 74 137 133 644 1559
this year. Government jobs 21.673 Goods-producing 6 -4 2 22 72
0.585 Mining -2 -2 1 -3 -9
rose 73K somehow, 12.760  Manufacturing 7 7 0 -10 -105
education jobs at the state 1.008 Motor Vehicles & parts -1 1 -3 -8 -20
1.015 Computer/electronics -5 0 -3 -13 -28
and local level occurred 1770 Food manufacturing 3 3 0 3 17
even as schools were 8.289 Construction 15 6 0 35 190
. 5.248 Specialty trade contractors 18 -2 5 21 112
closing for the summer. _ _ iy
. 113.709 Private Service-providing 68 141 131 622 1487
Federal government jobs 29.033  Trade, transportation, utilities 3 4 -2 73 179
; 15.538 Retail stores 2 -7 5 48 -6
ex-post office have fallen 3.273 General Merchandise 0 2 0 32 48
59.8K this year as the 3.235 Food & Beverage stores 1 -2 7 11 19
. . .. . 6.723 Transportation/warehousing 8 5 -8 23 136
Incoming administration 1521 Truck transport 3 2 1 5 .18
seeks to make the 0.569 Air transportation -4 2 3 7 7
« ” 1.153 Couriers/messengers 5 7 -25 -5 79
govemment small. 1.844 W arehousing and storage 2 -3 5 -7 15
Nothing stands out in the 2.944 Information 3 5 1 3 -18
. . . 0.484 Computing, data, web hosting 0 2 -2 4 0
slowdown in private jobs: 9.206  Financial 3 10 5 50 30
IeSS new Jobs from 3.019 Insurance -2 2 -4 7 37
. 2.481 Real Estate 2 3 7 25 11
education/health; and bars 1.369 Commercial Banking 2 0 0 -5 -17
e e i 1.128 Securities/investments 3 3 2 17 16
and restaurant hmng IS 1n-a 22.614 Professional/business -7 0 27 -11 -50
soft patch, a sector that 2552 Temp help services -3 -6 17 -16 -159
- PRT 2.622 Management of companies -1 4 2 9 7
often has Ieadlng indicator 1.729 Architectural/engineering 3 0 4 18 54
properties. If more factories 2.446 Computer systems/services -3 1 3 -15 -6
. 1.192 Legal services 3 2 1 8 -10
are coming to the USA' 1.141 Accounting/bookkeeping 0 3 -1 8 -9
manufacturing hmng is still 26.931 _ Education and health 51 83 85 411 999
5.641 Hospitals 16 24 14 106 209
down. 8.934 Ambulatory health care 9 33 -52 37 330
3.992 Educational services -8 3 7 7 80
16.979 Leisure and hospitality 20 29 18 64 251
The Household Survey of 1.949 Hotel/motels -1 1 2 0 29
employment is Weak, 12.365 Eating & drinking places 7 13 15 6 130
; ; 23.560 _Government 73 7 25 138 453
a!though It may be tr_ylng to 2.413  Federal ex-Post Office -8 -18 -14 -60 48
digest the surge in the 5512  State government 47 7 11 68 134
: : 2.630 State Govt Education 40 4 10 47 37
populatlon estimates at the 15.036 Local government 33 25 27 136 273
start of the year as well, 8.186 Local Govt Education 23 8 23 79 109
where the December to January Monthly changes (000s) Jun May Apr Mar Feb
employment change was plus 2.234 |payroll employment 147 144 158 120 102
million. It was not a strong jobs report |Private jobs _ 74 137 133 114 107
in J but it is not a recession either Federal govt ex-post office -8.1 -17.6 -14.2 -9.0 -8.6
In-June, butitis * |Bar/Restaurants 7 13 15 38 -39
Payroll employment has to fall for a few |HH Employment Survey* 93 -696 461 201 -588
months before recession is confirmed. g”et_mP'Ot)_’me“ttfa‘f/e% 63-; 6‘21-2 6‘21-2 6‘2‘-2 6‘2‘-411
articipation rate . . . . .
Stay tuned. Watch here where the |\ i japorforce (min)  103.204 102.875 102.062 102.431 102.487
world goes next. ... and Want A Job (min) 6.030 5991 5672 5915 5.893
Average hourly earnings $36.30 $36.22 $36.08 $36.02 $35.90
MTM % Chg 0.2 0.4 0.2 0.3 0.2
YOY % Chg 3.7 3.8 3.8 3.9 3.9
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Bond yields made it down to 4.19% on Tuesday before the stronger Jolts data at 10am ET which
extended the rally from the yield peak of 4.63% on May 22. The jobs data on Thursday were stronger
than expected as well, sending yields to 4.35%. The stock market made an all-time high on Thursday
with the jobs report, but before you count your winnings, S&P futures fell on Friday with the cash
markets closed, down 0.6% as Trump readies more tariffs, sending out pay-us letters to those
countries he could not make a deal with. The S&P 500 closed up 0.8% on Thursday, a 6.8% year-to-
date gain, at 6,279.35. Jobless claims are the only major economic news ahead in the July 11 week
as the markets look forward to additional Trump tariff news.

Microsoft (MSFT) up 18.3% YTD

The company reported better earnings after the bell on Tuesday, April 30 and helped lift the entire
market with its 7.6% gain on Wednesday. Intelligent Cloud revenue was up 21% from a year ago and
expectations for calendar Q2 is for Cloud revenue of $28.75 to $29.05. EPS was $3.46 versus $3.22
expected. Revenue overall was $70.1 billion versus $68.4 expected.
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FEDERAL RESERVE POLICY FS(leeftled 'F'Ed| allssets and liabilities Ch?nge
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1 1 ddi |
The Fed meets ‘]u'y 29-30' 2025 to ConSIder ItS Eé;?qrrl'se:sur;ngegi?i?irevses 4208.325 4212.617 4212.303 4212.398| 2523.031 l6t§5\:.|;9421
. . . Federal agency debt securities 2.347 2.347 2.347 2.347 2.347 0.000
monetary policy. The market is more convinced that |vorgage backed securiies MBs)  2138.496 2138.496 2156168 2156.161] 1371.846| 766,650
. Repurchase agreements 0.000 0.016 0.000 0.000| 242.375| -242.375
the Fed funds rate will be closer to 3% next year even  |primary credit (Discount Window) 6.354 6308 5383 3989 0011 6.343
i Bank Term Funding Program 0.000 0.000 0.000 0.000
FDIC L« banks via Fed 0.000 0.000 0.000 0.000
though the latest FOMC forecasts were adjusted o o oy 0000 0000 0000 0000
higher and policymakers now expect 3.75% at the |roicasmer iy (ary o0 000 oo o000
end of 2026. The President wants substantially lower  |co s iy sus ‘somr oo 00n 00w oos -o0z
. . Federal Reserve Total Assets 6710.4 6713.5 6732.3 6728.4] 4360.0{ 2350.338
interest rates, keeps working to replace Powell early, |smon oo sorr 440 43 428 428 115 3250
actors draining reserves
and the SOFR futures seem to reflect that. Powell |curencyn crcuiton 2401421 2305195 2393967 2339822 1818967 582404
says interest rates would be lower if not for the import i cies comuon 205 2020 2000 208 |
tariff effect which has not yet hit the monthly data. The  [Fedea fusenve Libiitics. 345565 5566164 3406810 5206 7i2| 2580056 679 626
. . | iquidi . . . . . .
FOMC looks for Q4 2025 core PCE inflation Of 3.1% | esueeviin isdas ss1t0 64505 sadsi soid  zrdor] 605
0 i i Treasuries 16 to 90 days 192.079  194.397 205.803 240.733| 221.961| -29.882
- - i d . . . . . .
year-on-year, up from 2.8% in their March forecasts | femwesiostler - 1000 vt tiassor tasand| oroicn| siove
and actual core PCE inflation was 2.7% in May, | eson w1705 1so0om 1569052 1seoael caosr| 913106
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Closer to the Fed’s 2 O target Mongage-ba;ls;(ésecuritfies (MBS) | -kE:jGB.QSL; 2138.496 2707.446
. . **March 11, start of coronavirus lockdown of country
Fed Policy-key variables Long Fed Policy-key variables Long
2025 2026) 2027| Term 2025 2026| 2027 Term
Fed funds 3.9 3.6 3.4 3.0 Fed funds 3.9 3.4 3.1 3.0
PCE inflation 3.0 24 2.1 2.0 PCE inflation 2.7 2.2 2.0 2.0
Core inflation 3.1 2.4 2.1 Core inflation 2.8 2.2 2.0
Unemployed 4.5 4.5 4.4 4.2 Unemployed 4.4 4.3 4.3 4.2
GDP 1.4 1.6 1.8 1.8 GDP 1.7 1.8 1.8 1.8
June 2025 median Fed forecasts March 2025 median Fed forecasts
0T Intorest rates: SOFR futures %0
Percent % H
July 2, 2025 yields (percent %)
0% Overnight s All but 6 bps of a 25 bps rate
4.25 1 SOFR Rate - 4.25 .
cut is expected by the
September meeting.
4.00 | - 4.00
bec 2026 Fed funds futures call Fed policy
FOMC Fed ’:i%’efé[fgﬁ)ay Current target: July 3 -- 4.50%
3751 '?Q?;;;‘ie 375 Rate+0.17 Contract Fed decision dates
3.50% 4.485 Aug 2025 |Jul 30
4.310 Oct 2025 |Adds Sep 17*
350 | | 250 4.155 Nov 2025 |Adds Oct 29
Last trade, not settlement price
*Not strictly true, Oct 2025 could be 2 days
at a new rate
3.25 - 3.25
0T e @ Q4‘Ql Q2 Q3 Q4[QL Q2 Q3 Q4‘Ql 2 Q3 Q4‘Q1 @ @ a2 @ el o®
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Next up: June CPIl inflation report Tuesday, July 15 at 830am ET
Monthly 2025 2025 2024 2024
% Changes Jun May Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun May Apr
Core CPI inflation 0.1 0.2 0.1 0.2 0.4 0.2 0.3 0.3 0.3 0.3 0.2 0.1 0.1 0.3
Core PCE inflation 0.2 0.1 0.1 0.5 0.3 0.2 0.1 0.3 0.3 0.2 0.2 0.2 0.1 0.3
Core PCE YOY 2.7 2.6 2.7 2.9 2.7 2.9 2.8 2.8 2.7 2.7 2.7 2.6 2.7 2.9
Core CPI YOY 2.8 2.8 2.8 3.1 3.3 3.2 3.3 3.3 3.3 3.2 3.2 3.3 34 3.6
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OTHER ECONOMIC NEWS
Total number on the nation’s jobless rolls stick at 2025 high (Thursday)

Breaking economy news. First-time jobless claims have come back down to 233K in the June 28 week
from the recent peak of 250K in the June 7 week. The increase in initial claims filings after the middle
of May pushed continuing unemployment claims, the total number of Americans receiving benefits, to
the 2025 peak of 1.964 million for the last two weeks. [Thursday’s employment report saw the
unemployment rate drop one-tenth to 4.1% in June; or 7.237 million in May to 7.015 million in June,
going the wrong way from the direction continuing unemployment claims were pointing. Another
economic puzzle.]
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Trade deficit (Thursday 830am ET)

Trade balance Exports Imports
Total | Goods |Services| Total | Goods |Services| Total | Goods |Services
Apr 2025 | -60,257| -86,304| 26,048| 290,572| 191,597| 98,976, 350,829| 277,901| 72,928
May 2025 | -71,517| -97,511| 25,994| 279,000/ 180,207, 98,793| 350,517| 277,718| 72,799
Change -11,260| -11,207 -54| -11,572| -11,390 -183 -312 -183 -129

$min

Breaking economy news. The trade data have been volatile as US importers pushed orders forward
to attempt to beat the Trump tariff increases, uncertain as they may be. Net exports were a 4.6
percentage point drag on the real GDP -0.5% results for Q1 2025. The surge in imports was somewhat
offset by higher inventories which added 2.6 percentage points to real GDP in the first quarter. Now
the extremes of the first quarter are reversing. Imports of goods NSA are back down to $63.9 billion
in May 2025 from the March 2025 surge to $99.4 billion. Trump’s reciprocal tariffs from April 2 were
paused just days later, but time is up on July 9. Stay tuned.
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