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Signs of Labor Market Softness Spark Market Rally

After several months of stronger/higher/better-than-expected economic data, the
Bureau of Labor Statistics (BLS) reported surprisingly soft April employment numbers.
U.S. companies added +175k workers last month, well below both the median forecast
(+240k) and the six-month average (+249k). Downward revisions to the previous two
months subtracted an additional -22k from the total count.

According to the BLS establishment survey, payroll gains were concentrated last month
in healthcare (+56k), social assistance (+31k), transportation and warehousing (+22k)
and retail trade (4+20k). Construction (+9k), government (+8k), manufacturing (+8k) and
leisure and hospitality (+5k) were notably weaker. Temporary jobs continued to recede
(-16Kk). Since employers typically reduce the number of temp workers before permanent
workers, this suggests future labor softening.

In the separate household survey, +87k workers entered the labor force while the
number of employed Americans rose by +25k. The increase in the number of people
looking for work in April pushed the unemployment rate up from 3.8% to 3.9%.

Average hourly earnings rose by just +0.2% last month, below the median forecast
(+0.3%) and previous month (+0.3%) On a year-over-year basis, the increase in average
earnings dropped to +3.9%, the lowest in almost three years. During the past three
months, hourly earnings have averaged just +0.2%, a sharp decline from +0.4% in the
prior three-month period. Finally, the average workweek slipped by 0.1 to 34.1 hours,
another hint that the labor market may finally be slowing.
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On a year-over-year basis, the
increase in average earnings dropped
to +3.9%, the lowest in almost three
years.

This report won't immediately
change the minds of Fed officials,
butit's a step in the right direction on
several fronts and a reminder of how
quickly the outlook can reshape itself.
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The bond market has rallied big in early trading, although softness in a single data
release probably shouldn't have this much of an impact. Investors have been starved
for weakness, and the April employment report offered smaller payroll gains, a rise in
the unemployment rate, a slower pace of wage increase and a decline in the average
workweek. All boxes checked.

This report won't immediately change the minds of Fed officials, but it's a step in the right

direction on several fronts and a reminder of how quickly the outlook can reshape itself. The
futures market has now fully priced-in two quarter point rate cuts for 2024.

Market Indications as of 9:14 AM. Central Time

DOW Up 389 t0 38,615 (HIGH: 39,807)
NASDAQ Up 257 to 16,098 (HIGH: 16,442)

S&P 500 Up 67 to 5,132 (HIGH: 5,254)

1-Yr T-bill current yield 5.12%; opening yield 5.10%
2-YrT-note current yield 4.829%; opening yield 4.88%
3-YrT-note current yield 4.65%; opening yield 4.72%
5-Yr T-note current yield 4.509%; opening yield 4.57%

10-Yr T-note current yield 4.53%; opening yield 4.57%
30-YrT-bond current yield 4.69%; opening yield 4.72%
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