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Executive Summary: June’s newly released employment report gives us clues about June’s not-yet-
released CEI, and the CEI closely tracks GDP. So from the employment report, we extrapolate that
June’s CEl will likely confirm that real GDP grew around 2.0% y/y during Q2, close to the Atlanta
Fed’s current prediction (2.1%). A recession is still possible if the Fed keeps tightening, but we see
just a 25% chance of a hard landing. ... Also: A look at our resilient labor market. Wage inflation
continues to moderate, but wages adjusted for inflation have resumed their growth trend—suggesting
revived productivity growth. ... And: Dr. Ed reviews “The Diplomat” (+ +).

YRI Weekly Webcast. Join Dr. Ed’s live webcast with Q&A on Mondays at 11 a.m. EST.
You will receive an email with the link one hour before showtime. Replays of the weekly
webcasts are available here.

US Labor Market I: Another Soft-Landing Month. Friday’s employment report released
by the Bureau of Labor Statistics (BLS) suggests that the Index of Coincident Economic
Indicators (CEI) probably rose slightly in June, by 0.2%, to yet another record high. The CEI
has posted only one decline over the past 11 months, climbing 1.9% over the period. That’s
even though the Index of Leading Economic Indicators (LEI, which historically has predicted
changes in the economic cycle by an average of 12 months in advance) has fallen sharply
since peaking during December 2021 (Fig. 7). Real GDP growth on a y/y basis tracks the
comparable growth rate of the CEIl (Fig. 2). The former was up 1.8% during Q1, while the
latter was up by the same amount through May.

Let’s review the outlook for June’s CEl based on what we know from June’s employment
report:

(1) Payroll employment is one of the four components of the CEI (Fig. 3). It rose 209,000
m/m during June to a new record high. It counts the number of jobs both full-time and part-
time. Among payroll employment, the following industries rose to record highs during June:
construction, educational services, financial activities, heavy & civil engineering
construction, health care & social assistance, hospitals, professional & business services,
transportation & warehousing, and wholesale trade.
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The household measure of employment, which measures the number of workers with one
or more jobs, rose 273,000 during June, led by a 382,000 increase in full-time employment
to a record high (Fig. 4). The labor force rose less than household employment; it rose by
133,000, so the unemployment rate fell from 3.7% in May to 3.6% in June. The labor
market’s performance continues to be very impressive indeed.

(2) Real personal income less transfer payments rose 0.3% m/m during May. The biggest
component of this CEl series is wages and salaries. In June, our Earned Income Proxy
(EIP) for private-sector wages and salaries rose 0.8% m/m in current dollars as the
workweek rose 0.3%, payrolls increased 0.1%, and average hourly earnings increased
0.4% (Fig. 5). It’s likely that the headline PCED rose 0.2% m/m in June. If so, then our
inflation adjusted EIP rose by a solid 0.6% to a new record high in June (Fig. 6).

Also likely rising to a new record high in both nominal and real terms during June is the sum
of the following components of personal income: dividend income, interest income,
proprietor’s income, and rental income (Fig. 7 and Fig. 8). During May, these four sources
of income totaled $6.3 trillion compared to $11.7 trillion for wages and salaries, and the four
together accounted for 27.3% of personal income. Collectively, they were up 0.3% m/m and
5.5% yly during May to yet another record high.

(3) Real manufacturing & trade sales is an estimated component of the CEl. It includes
retail sales, which will be released for June on July 20. At the same time, the sales of total
manufacturing and trade will be released only through May. In the past, inflation adjusted
retail sales was highly correlated with our EIP since the main source of purchasing power
for most Americans is wages and salaries (Fig. 9).

However, real retail sales has been flat on a record-high plateau since early 2022 following
consumers’ goods-buying binge during the pandemic. Real retail sales probably rose
slightly in June. We do know that retail motor vehicle sales rose 4.4% m/m during June to
15.8 million units (saar) (Eig. 10).

(4) Industrial production is the fourth component of the CEI. Again, June’s employment
report provides a good clue for what it did last month. Aggregate weekly hours worked in
manufacturing was flat during June, suggesting the month’s industrial production will be flat
too (Fig. 11). That’s confirmed by the weakness in the M-PMI’s production and new orders
components during June (Fig. 12).

(5) Bottom line. June’s CEl is likely to confirm that real GDP continued to grow by around
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2.0% yly during Q2. As of July 6, the Atlanta Fed’s GDPNow tracking model predicted that
real GDP rose 2.1% qg/q (saar) during Q2.

On the other hand, the LEI likely fell again in June. In our opinion, the LEI has been a
misleading indicator lately. Even so, a recession remains possible, maybe next year, if the
Fed continues to tighten monetary policy because the economy remains resilient (as
demonstrated by the CEl) and inflation remains persistent. Nevertheless, our subjective
odds of a soft-versus-hard landing remain at 75/25 through the end of next year, for now.

US Labor Market II: Wage Inflation Still on Moderating Trend. Friday’s employment
report didn’t provide much relief on the inflation front. Average hourly earnings (AHE) for all
workers rose 4.4% yly during June, the same as in May (Fig. 13). However, that's down
from last year’s peak of 5.9% during March. AHE for production and nonsupervisory
workers peaked last year at 7.0% and was down to 4.7% in June.

Fed Chair Jerome Powell frequently has said that wage inflation around 3.0% would be
more consistent with the Fed’s 2.0% target for consumer price inflation. We think that both
can get to those levels with the current restrictiveness of monetary policy and without a
recession. Another 50bps hike in the federal funds rate during the second half of this year
wouldn’t change our view. A hike greater than that would.

The good news is that inflation adjusted AHE for production and nonsupervisory workers,
who account for about 80% of payroll employment, has been rising along its long-term 1.2%
annualized growth rate again for the past six months after stagnating over the past three
years (Fig. 14). We've contended that consumers’ spending will continue to grow even once
they deplete their excess saving (accumulated during the pandemic) because we expect
that real wages will grow. So far, so good. By the way, rising real wages suggests that
productivity growth is making a comeback.

US Labor Market lll: Revisions, Job Openings, Quits & ADP. It was hard to find anything
wrong with June’s employment report. But the nattering nabobs of negativism pounced on
the 196,000 downward revisions in payroll employment during the first five months of this
year (Fig. 15). Even so, payrolls rose by 1.46 million over that period.

Among Fed Chair Powell’s favorite labor market indicators is job openings. The latest
reading is for May (Fig. 16). It edged down but remained elevated at 9.8 million, or 1.6 jobs
for each unemployed worker. Meanwhile, we know that job openings remained high during
June based on the “jobs plentiful” series included in the consumer confidence survey and


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwZ3q905V1-WJV7CgzYTW7vzDhB4WB3NZW6QcyNv8nG-P1W952kwq4CqsVSW6dQ6rG1VM-SHW8qKSrW6NgrGLW5vRttS6mnDPKW1brgR92QglMlW3p-hH86YVvqWW1W0MnT6F8Gl6VCKrLX2QwS_qW171P-21FWggDW93M6Lt93VVjMW1D69lr5zqhstW86Q0Mq99PTXRW2vB87X878NbXW41KXm46SwHPwW5NRWGK7c4dS8V6bkgS3TFH8WW65Tml62KdKmcW4kPYqq2kVJv8W3CFjby59z3VhW1XXZC_19_JWTW8t7mHM9hf44-W9fFMN429bzQ53pWy1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwZ3q905V1-WJV7CgBj5T6k308D2B5YW5SrKBn2cffFFW600kB19bHqBYW8R81bS6KQ0ZZMrSPTPzFNDFW6dtY514PSTgjW5b_m_Z4mjXMmW1_jRX48NWxgnW3wnGZj4SGMTkW8RGgl83p-QQ7W83YNmn4pQsC1N4Ml2msXswwlW8c_ZvP2Ky21bW7CQMzb7vQTHDW7F4q2c4kZsTYW95WGDc28Wpq5W5nH8mL7fvTl-VZPCXl21NBsMN86MPs4yt4N2W7SVwWy8Fy6BNN17WLPyX91mKW4kh-YN6xnRLKV2zn_f7SW_6tW17TXSr91-55P34NQ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwZ3q905V1-WJV7CgWHtW7ydbtk7dp0jGW8rM5DJ2tyT7vW6lqHWT2blkWnW6wmNHm8wsYQXW6kh0WQ4Kj3lyW7vxn_N806GSxW95Zbxy2w_h5hW38M-D02rRl4XVs68qr8X-pHQW1VqwqK2BFDzHW6P_H2F4c4PLjW8bd_rB3f4ZtHW4LzX4H2_C7mKN6stgCXCfbwpW66WXy-2ZkFj9W8QcBL25twW49W8sxdbb4hhRR-W3ds91R8HgWDFW6BNB2G2lQHvPW5zfvTk78n9Z9W3-HTCD30F68hW2_DhMm6zfmj9W32ZHTr2RK26cN1CszFbR97K139dC1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwZ3q905V1-WJV7CgNkwW5kb0XW7Rqh1kW5DJBtK893wgbW4szhpT65-9pbW1JCNjk7D3BQtVyn3YN79xtr6W5t9C214DpB6yW207Lj823Cfq5V1YPbW4NX2ddW1s6rRN59f7XkW96Zhz21s9jXkW3LdYLM4g4dmYW6CbSlS2hpl-QW95l78l6YVJlpN2lYjh7V81_6W38y2cw8tSVD9W7kFH7G8K23GLW1lBGyt4CJS0kW7lkv8s69djCQW1LhwgV1z6kf8N84kq8NgN49tW1cbfvB8QL3jJW5w5N8r4FKJ8wW13Hjgb3G2D3YVW1fRV8j04Y332M11
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwZ3q905V1-WJV7CgSPpW81yZ6z8FSHCcW457Mtn7TG09tW4RDvT61bvcBtW983QqY2BpYTCW5SxRN-3BhZL7W4prNvs7k_53ZW90RLHl79LVGtW1Fc01y6cFkbmW3BnJQm2hL7hbN7Y63nnmXMhzW25v3gV1PgmFTN5pQYs8RlC7HW6LC2HQ3vYHPDN98yy1RdJqdFW1XZ7v-6zm-V6W7GrKNs3hvPbmW7bS8ZG2mBjJ8W6J2n4M7QstHhW69_XGC3Y5CDmW1kyjsw4yrJplW6BtNDT8n42yKW33SlLk7RjXf3N91PV01Kb0LWW79nZp03W-X9l3bk31

the “small business with job openings” series from the National Federation of Independent
Business’s survey of small business owners. The jobs plentiful series is also highly
correlated with quits, which rose in May and remained elevated at 4.0 million (Fig. 17).

Finally, the following table compares June’s BLS and ADP measures of employment on a
m/m and y/y basis. They can differ quite a bit on a m/m basis and even on a y/y basis. The
devil definitely is in the detail. Our conclusion is that the labor market remains strong, but
not as strong as suggested by June’s ADP report.

BLS vs ADP Payroll Employment Through June 2023

BLS (m/m) ADP (m/m) BLS (yly) ADP (yly)

Change in US Private Employment 149,000 497,000 3.19 mil 3.21mil
Goods-producing 29,000 124,000 403,000 609,000
Natural resources/mining -1,000 69,000 35,000 293,000
Construction 23,000 97,000 198,000 362,000
Manufacturing 7,000 -42.000 170,000 -46,000
Service-providing 120,000 373,000 2.79 mil 2.60 mil
Trade/transportation/utilities -22,000 90,000 202,000 439,000
Information 0 -30,000 6,000 -56,000
Financial activities 10,000 -16,000 101,000 -132,000
Professional/business services 21,000 -5,000 472,000 205,000
Education/health services 73,000 74,000 1.03 mil 537,000
Leisure/hospitality 21,000 232,000 802,000 1.40 mil
Other services 17,000 28,000 181,000 205,000

Movie. “The Diplomat” (+ +) (/ink) is an eight-part mini-series on Netflix starring Keri
Russell, who plays a career diplomat sent to London to be the US ambassador to the
United Kingdom during an international crisis. Her husband, played by Rufus Sewell, is a
retired high-profile diplomat in his own right, but is the ambassador’s “wife,” who is
constantly meddling in her professional affairs. The series starts off slowly but picks up
steam by the third episode.

Calendars

US: Mon: Consumer Credit $20.0b; Consumer Inflation Expectations; Barr; Bostic; Daly;
Mester. Tues: NFIB Small Business Optimism Index; Weekly Crude Oil Inventories; Bullard.
(Bloomberg estimates)

Global: Mon: Eurozone Sentix Investor Confidence -17.9; UK BRC Retail Sales Monitor;
Australia Westpac Consumer Sentiment 2.7%; Australia NAP Business Confidence; Nagel;
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Bailey. Tues: Eurozone Economic Sentiment; Germany CPI 0.3%m/m/6.1%yly; Germany
ZEW Economic Sentiment & Current Conditions -10.0’-59.4; Italy Industrial Production
0.7%m/m/-1.0%yl/y; UK NIESR GDP Estimate; UK Employment Change 3m/3m 158k; UK
Claimant Count Change -8.6k; UK Average Earnings Including & Excluding Bonus
6.8%/7.1%; UK Unemployment Rate 3.8%; Japan Machine Tool Orders; Japan Core
Machinery Orders 1.0%m/m/-0.2%yl/y; Japan PPI 0.1%m/m/4.3%yl/y; China New Loans
¥2.34b; China Total Social Financing ¥3.00b; China M2 11.1%yly. (Bloomberg estimates)

Strategy Indicators

Global Stock Markets Performance (/ink): The US MSCI index dropped 1.1% last week
for its second decline in three weeks, but remained out of a correction at 9.5% below its
record high on December 27, 2021. The US MSCI ranked 23rd of the 48 global stock
markets that we follow in a week when 10 of the 48 countries rose in US dollar terms. The
AC World ex-US index underperformed with a 1.8% decline, and remains in a deep 17.3%
correction from its June 15, 2021 record high. Nearly all regions fell w/w, but EMEA was the
best performer with a 1.1% rise, ahead of EM Latin America (0.2%), BIC (-1.0), and EM
Asia (-1.2). EMU (-2.9) was the worst performing region last week, followed by EAFE (-2.1)
and EM Eastern Europe (-2.0). Pakistan was the best-performing country last week, with a
gain of 9.2%, followed by Turkey (6.3), Sri Lanka (5.9), Chile (3.4), and Peru (1.2). Among
the 17 countries that underperformed the AC World ex-US MSCI last week, the 5.5%
decline for Egypt was the biggest, followed by Hungary (-4.2), France (-3.5), Hong Kong (-
3.2), and Germany (-3.2). Looking at 2023’s performance so far, the US MSCl is up 14.8%
as its ytd ranking fell three spots w/w to 14/48. The AC World ex-US’s ytd gain of 5.8% is
trailing that of the US, with 30/48 countries now in positive territory. EM Eastern Europe is
the best regional performer ytd, with a gain of 20.1%, followed by EM Latin America (14.9),
EMU (12.3), and EAFE (7.4). The regional laggards so far in 2023: BIC (-2.5), EM Asia
(1.7), and EMEA (3.2). This year’s best ytd country performers: Greece (39.4), Argentina
(38.5), Mexico (26.0), Sri Lanka (22.7), and Ireland (22.0). Here are the worst-performing
countries of the year so far: Pakistan (-24.7), Turkey (-16.2), Malaysia (-13.4), Norway (-
12.3), and Hong Kong (-12.1).

S&P 500/400/600 Performance (/ink): All three of these indexes moved lower w/w. MidCap
fell 0.7% w/w, less than the 1.2% and 1.4% declines for LargeCap and SmallCap. At
Friday’s close, LargeCap finished the week at 8.3% below its record high on January 3,
2022, MidCap moved back into a correction to end at 10.6% below its record high on
November 16, 2021, and SmallCap remained in a deep 18.2% correction from its November
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8, 2021 record high. Seven of the 33 LargeCap and SMidCap sectors moved higher for the
week, down from all 33 rising a week earlier. SmallCap Energy was the best performer with
a gain of 2.8%, ahead of SmallCap Real Estate (1.0), MidCap Energy (0.7), MidCap
Financials (0.4), and LargeCap Real Estate (0.3). Among the biggest underperformers for
the week were SmallCap Health Care (-3.5), SmallCap Utilities (-3.2), LargeCap Health
Care (-2.9), SmallCap Tech (-2.8), and MidCap Health Care (-2.4). Looking at performances
so far in 2023, LargeCap, with a gain of 14.6%, remains well ahead of MidCap (7.1) and
SmallCap (3.7); 17 of the 33 sectors are higher ytd. The top sector performers in 2023:
LargeCap Tech (40.0), LargeCap Communication Services (35.2), LargeCap Consumer
Discretionary (31.9), MidCap Tech (23.3), and SmallCap Tech (19.6). Here are 2023’s
biggest laggards: SmallCap Financials (-15.8), MidCap Utilities (-12.2), SmallCap Utilities (-
8.9), LargeCap Energy (-7.9), and MidCap Financials (-7.9).

S&P 500 Sectors and Industries Performance (/ink): Ten of the 11 S&P 500 sectors fell
last week, and eight outperformed the composite index’s 1.2% decline. That compares to a
2.3% gain for the S&P 500 a week earlier, when all 11 sectors rose and seven
outperformed the index. Real Estate was the best performer, with a gain of 0.2%, followed
by Utilities (-0.2%), Communication Services (-0.3), Consumer Discretionary (-0.3),
Financials (-0.5), Energy (-0.7), Industrials (-1.0), and Consumer Staples (-1.1). Health Care
was the worst performer with a decline of 2.9%, followed by Materials (-2.0) and Information
Technology (-1.5). Looking at 2023’s performance so far, the S&P 500 is up 14.6% ytd, with
just three sectors still outperforming the index but six higher for the year. The best ytd
performers: Tech (40.0), Communication Services (35.2), and Consumer Discretionary
(31.9). These are 2023’s worst performers: Energy (-7.9), Utilities (-7.3), Health Care (-5.1),
Financials (-2.0), Consumer Staples (-1.1), Real Estate (2.1), Materials (4.5), and Industrials
(8.1).

S&P 500 Technical Indicators (l/ink): The S&P 500 fell 1.2% last week and weakened
relative to its 50-day moving average (50-dma) and its 200-day moving average (200-dma).
The index was above its 50-dma for a 15th week and its 200-dma for a 16th week. It had
been above its 200-dma for eight weeks through early March in its longest positive 200-dma
streak since it was above for 81 straight weeks through January 2021. The S&P 500
weakened to 3.1% above its rising 50-dma from 5.0% a week earlier, and is down from a
20-week high of 5.4% above its rising 50-dma in mid-June. That compares to a 20-week low
of 3.6% below at the beginning of March, a four-month low of 10.6% below at the end of
September, a 23-month high of 8.7% above the index’s rising 50-dma in early August, and a
27-month low of 11.1% below its falling 50-dma in June 2022. The index had been mostly
trading above its 50-dma from late April 2020 to early April 2022; in June 2020, it was
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11.7% above, which was the highest since its record high of 14.0% in May 2009. That
compares to 27.7% below on March 23, 2020—its lowest reading since it was 29.7% below
on Black Monday, October 19, 1987. The price index closed Friday at 9.1% above its rising
200-dma, down from a 19-month high of 11.0% above its rising 200-dma a week earlier.
The S&P 500 is well above its 26-month low of 17.1% below its falling 200-dma in June
2022 and compares to 10.8% above its rising 200-dma in November 2021. That also
compares to 17.0% above in December 2020, which was the highest since November 2009
and up from the 26.6% below registered during the Great Virus Crisis on March 23, 2020—
the lowest reading since March 2009. At its worst levels of the Great Financial Crisis, the
S&P 500 index was 25.5% below its 50-dma on October 10, 2008 and 39.6% below its 200-
dma on November 11, 2008. The 50-dma moved higher for a 16th week and the 200-dma
rose for a sixth week, but has risen in just 18 of the past 60 weeks.

S&P 500 Sectors Technical Indicators (l/ink): Eight of the 11 S&P 500 sectors are trading
above their 50-dmas, down from nine a week earlier and down from all 11 sectors above
during the April 28 week. Health Care moved below in the latest week, joining these two
sectors still trading below their 50-dma: Consumer Staples and Utilities. Seven sectors have
a rising 50-dma, unchanged from a week earlier. These four sectors are the only members
in the falling 50-dma club: Consumer Staples, Energy, Health Care, and Utilities. Looking at
the more stable longer-term 200-dmas, the positive club shrunk to seven members w/w
from nine as Financials and Health Care turned down w/w and joined Energy and Utilities
as the only sectors still trading below their 200-dma. The rising 200-dma club was
unchanged w/w at 10 members. Utilities is the only sector with a falling 200-dma.

US Economic Indicators

Employment (/ink): Payroll employment in June was a surprise on the downside,
expanding only 209,000, the weakest since December 2020, and there were downward
revisions to both May (to 306,000 from 339,000) and April (217,000 from 294,000) payrolls,
for a net loss of 110,000. Government payrolls remain on a steep uptrend, led by state &
local governments. Government payrolls added 60,000 jobs last month, with local
governments adding 32,000 during the month and state governments 27,000; federal
government payrolls ticked up 1,000. Over the past year, government has added 600,000
jobs, with local governments adding 385,000 jobs, state governments 152,000, and the
federal government only 63,000. Private payrolls advanced 149,000 in June, also the
weakest since December 2020. Private service-providing industries increased 120,000 in
June, slowing from the average monthly gain of 210,600 the first five months of this year,
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while goods-producing jobs rose 29,000 in June, in line with gains the prior two months. The
increase in goods-producing jobs was once again mostly in construction, which climbed
23,000 during the month, while manufacturing jobs were 7,000 higher—with durable goods
manufacturing adding 15,000 jobs and nondurable goods manufacturing cutting 8,000 jobs;
mining and logging employment ticked down 1,000. The gain within service-providing jobs
was led by health care, which moved to the number one spot in June. Health care added
41,000 jobs, followed by social assistance (24,000)—with both in line with monthly gains so
far this year as well as during 2022. The gain in professional & business services (21,000)
is below the 40,000 average monthly gain so far this year and the 62,000 monthly pace
during 2022. Leisure & hospitality (21,000) showed subpar growth for the third month, after
averaging gains of 67,300 the first three month of this year. Retail trade (-11,000) fell during
the month and has shown little net change over the year, while transportation &
warehousing (-7,000) was also in the red, showing no clear trend in recent months. Here’s a
list of the industries that are above their February 2020 pre-pandemic levels: professional &
business services (+1.6 million), transportation & warehousing (+944,300), health care
(+363,900), construction (+339,000), financial activities (+275,000), social assistance
(+212,800), information services (+187,000), wholesale trade (+154,100), education
(+148,900), durable goods manufacturing (121,000), nondurable goods manufacturing
(+83,000), and retail trade (+19,100). Here are the industries that are below their February
2020 pre-pandemic levels: mining & logging (-44,000) and leisure & hospitality (-369,000).

Wages (/ink): Average hourly earnings (AHE) for all workers rose in June by 0.4% for the
third straight month, up from the 0.3% gains recorded during the first three months of the
year. The yearly rate was at 4.4% for the third month, just a tick above March’s 20-month
low of 4.3%; it reached a recent high of 5.9% during March 2022. June’s AHE 4.4% yearly
rate was 0.4ppt above the May CPI inflation rate of 4.0% and 0.6ppts above May’s 3.8%
PCED rate. Private industry wages rose 4.6% (saar) over the three months through June,
just above its yearly rate of 4.4%, with goods-producing (5.5% saar & 4.9% y/y) industries’
three-month rate above its yearly rate, while both rates for the service-providing (4.2 & 4.2)
industries are the same. Service-providing industries showing three-month rates above their
yearly rates: transportation & warehousing (6.4 & 4.9), other services (6.0 & 3.8), and
financial activities (5.8 & 4.4). Service-providing industries showing three-month rates below
their yearly rates: information services (-1.8 & 3.2), retail trade (1.5 & 4.1), utilities (2.5 &
4.3), professional & business services (4.2 & 4.5), wholesale trade (4.8 & 5.2), leisure &
hospitality (5.4 & 5.6), while the three-month and yearly rates are identical for education &
health services (3.3 & 3.3). Goods-producing industries: The three-month rate is above the
yearly rate for natural resources (8.6 & 6.0), nondurable goods manufacturing (7.4 & 5.6),
and durable goods manufacturing (5.4 & 4.3), while the three-month rate is lower than the
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yearly rate in construction (3.6 & 4.7).

Earned Income Proxy (l/ink): Our Earned Income Proxy (EIP), which tracks consumer
incomes and spending closely, recorded its 37th increase in the past 38 months, with
June’s increase accelerating to 0.8% from May’s 0.3% gain—and the EIP climbing 38.5%
over the 38-month period to yet another record high. In June, average hourly earnings
advanced 0.4%, with aggregate weekly hours also up 0.4%; private payroll employment
was up 0.1%, while the average workweek rose 0.3%. Over the past 12 months, our EIP
advanced 6.3%, ticking up from 6.2% in May—with aggregate weekly hours up 1.9% and
average hourly earnings up 4.4%; June’s rate is below the 8.1% at the start of this year. It
peaked last February at 11.8%, which was the fastest since spring 2021.

Unemployment (/ink): The unemployment rate ticked down to 3.6% in June from 3.7% in
May, drifting back down toward April’'s 3.4%—which matched its lowest rate since May
1969. The number of unemployed fell 140,000 in June, as the household measure of
employment rose 273,000,000, while the civilian labor force increased 133,000. The
participation rate in June was at 62.6% for the fourth successive month, up from 62.2% in
November, though below its pre-pandemic reading of 63.3%. By race: Only the
unemployment rate for Whites (to 3.1% from 3.3%) registered a decline in June, falling to
within a tick of its 3.0% record low. Meanwhile, the Hispanic unemployment rate rose for the
first time in four months, climbing to 4.3% in June after falling from 5.3% in February to
4.0% in May; it was at a record low of 3.9% last September. The unemployment rate for
African Americans moved higher for the second month by 1.3ppts—from a record low of
4.7% in April to 6.0% in June—while the rate for Asians also moved higher for a second
month, from 2.8% to 3.2%, 1.1ppts above its 2.1% record low. By education: The rate for
those with less than a high-school diploma moved higher for the third month in June, to
6.0% from 4.8% in March, while those with a high school degree was unchanged at 3.9%.
Meanwhile, those with a college degree or higher (to 2.0% from 2.1) and some college (3.1
from 3.2) both moved lower.

ADP Employment (/ink): “Consumer-facing service industries had a strong June, aligning
to push job creation higher than expected,” noted Nela Richardson, chief economist, ADP.
“But wage growth continues to ebb in these same industries, and hiring likely is cresting
after a late-cycle surge.” Private payrolls in June once again below past forecasts, soaring
497,000, following gains of 267,000 and 291,000 the prior two months. They averaged
174,000 per month the first three months of this year. Total payrolls continued to reach new
record highs in June, as employment in service-providing and goods-producing industries
rose 373,000 and 124,000, respectively, both to new record highs, with June’s pace more
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7CgYzJW8zsVSf2_bWCgVB1Vgg3-gvrpN6g2N4qchFqfW6rK3sl8D86t8VdZmNZ11RnpvW7022ZQ8b0FGPW7fJ3_S9lmn_lW5dwXnV6S2RYJW5GY1-D1lG6smW1MLFsV8W8MtxW6GdG-Q5MJnLgW5MzVNb8BG2h7W4F5w945J6ddpN7wqjjwzxxYjW7HfRKY2yWx0bW4vsx-x1w2H_cW62xXWX7ydPXYW1nc3yj7HXv45W6QQXRh1C4yWWW4RGBVY57wT1sN9lbjPmqv1FmW2Q8_z63rJGjs3pJp1

than doubling in service-providing industries from May’s gain of 160,000. Within service-
providing industries, leisure & hospitality (+232,000) once again posted the largest gain,
followed by trade, transportations & utilities (+90,000), education & health services
(+74,000), and other services (+28,000)—uwith all four climbing at record highs. Financial
activities’ jobs declined for the seventh consecutive month, by 16,000 during June and
164,000 over the period, while jobs in professional & business services were cut for the fifth
month, by 5,000 last month and 129,000 over the time span. Information services
employment dropped for the fourth time this year, by 30,000 m/m and 81,000 ytd. Within
goods-producing industries, construction jobs advanced for the fifth month, by 97,000 in
June and 315,000 over the period, to a new record high, while jobs in natural resources &
mining increased the first six months of this year, by 69,000 in May and 314,000 ytd.
Meanwhile, manufacturing payrolls contracted for the fourth month, by a total of 162,000,
after a three-month gain of 55,000, though remains in record territory—within 201,000 of
January 2019’s record high. Turning to ADP’s median annual pay measures, the yearly rate
for job-stayers slowed to an 18-month low of 6.4% in June, down from last September’s
7.8% peak, while the rate for job-changers eased to 11.2%, 5.2ppts below last June’s
16.4% peak.

JOLTS (link): Job openings fell again in May, though remained at levels consistent robust
labor market. Openings have been on a downtrend so far this year, dropping 496,000 in
May and 1.4 million ytd to 9.8 million. The series peaked at a record-high 12.0 million last
March. Prior to the pandemic, in early 2020, the highest level of job openings recorded was
7.6 million. Openings reached 10 million in June 2021 for the first time in the history of the
series going back to 2000. There were 6.1 million people unemployed in May, so there were
1.61 available jobs for each unemployed person that month, the lowest since October 2021,
though still a strong number. It was a record high of 2.01 last March. By industry, the
biggest declines in job openings in May occurred in health care & social assistance (-
285,000), finance & insurance (-139,000), and other services (-78,000). The biggest
increases occurred in educational services (+45,000), state & local government education
(+37,000), and the federal government (+24,000). Total separations rose 211,000 in May to
5.9 million. Separations include quits, which are generally voluntary separations initiated by
employees confident that they can find better pay elsewhere. Quits rose 250,000 to 4.0
million after falling four of the prior five months by a total of 383,000 over the period. Fewer
workers have been quitting their jobs than last year at the height of what was called the
“great resignation.” Quits have been in a downtrend since its peak of 4.5 million during April
2022. Still, quits remain well above pre-pandemic levels. Hirings rose 142,000 during the
two months through May to 6.2 million after a two-month loss of 262,000. It was at a recent
peak of 6.8 million during November 2021.

10


https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7CgVv_W2V-Z276Sw9BbW8sdDYV4LYLl3W61NNC52zMppsW5lzCVd7bzBDfW1rs5156MCLVpW3X8Jn23dyWlHN582g4F5WJkmW2FdF0K3vlbcsVg93MV7xxvJNW3bqGC6220RLYW3rhptW4B0f3QW8sJwC15hlHCSW5YQNzL3Y9DmrW86fZtP7B1r7vW6ftCb547KZg4W7frQjY126y93W1fp_p06Mp6XhW4tX6SM9kd55qW6Tl1cD2ljhwmW5bcFJz3dP10HW6QNLD577b4cMW5-j8S18CCGnG326V1

Auto Sales (l/ink): Total motor vehicle sales remain on a volatile uptrend, rebounding to
15.8mu (saar), back near the recent high of 16.1mu during March and January of this year;
it was above last June’s sales of 13.1mu. Domestic light-truck sales continue to bounce
around recent highs, climbing from 9.4mu in May to 9.9mu (saar) in June, back near its
recent high of 10.0mu in January—which was the highest since April 2021. Domestic truck
sales were at 8.0mu a year ago. Domestic car sales continue to fluctuate in a volatile flat
trend between 2.0mu to 2.5mu the past 10 months, climbing to 2.4mu (saar) in June. Sales
of imports are in a volatile flat trend, climbing from 3.4mu to 3.6mu (saar) in June; sales
were at 3.8mu at the start of this year.

Global Economic Indicators

Global Composite PMlIs (/ink): The global economic upturn lost momentum in June, as
manufacturing activity contracted at the fastest pace this year, while the services sector
expanded at a slower pace. The C-PMI posted its first decline this year, slowing to 52.7
from May’s 18-month high of 54.4. The NM-PMI slowed to a four-month low of 54.0 after
climbing from 48.0 during the final two months of 2022 to an 18-month high of 55.5 this
May, while the M-PMI fell to a six-month low of 48.8—its 10th successive reading below
50.0 and down sharply from its peak of 56.0 in May 2021. Geographically, the report noted
that 12 of the 14 countries covered in June’s report signaled expansion, with the exception
of Italy (49.7) and France (47.2). Moreover, apart from Russia (55.8 from 54.4), all of the
nations registered growth and at slower rates of increase. Meanwhile, India (59.4), Russia
(55.8), the US (53.2), and the UK (52.8) all registered growth above the global average of
52.7.

US Non-Manufacturing PMis (/ink): The US service sector in June expanded at its fastest
pace in four months, on widespread strength, while inflation continued to ease. According to
the report, “The majority of respondents indicate that business condition remain stable;
however, they are cautious relative to inflation and the future economic outlook.” The ISM
NM-PMI climbed 3.6 points to 53.9 in June after slumping from 51.9 to 50.3 in May—
remaining above 49.9 level for the sixth straight month, the level that ISM says over time
indicates growth in the overall economy. Of the four components of the NM-PMI, there
were big moves up in the business activity (to 59.2 from 51.5) and orders (55.0 from 52.9)
components, while the employment (53.1 from 49.2) component moved back above 50.0.
The supplier deliveries (47.6 from 47.7) component is holding near March’s 45.8—which
was the fastest delivery performance since April 2009! It peaked at 75.7 in the fall of 2021
and has been on a steep downtrend ever since. On the inflation front, the price index
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7Cg-fvW4WrXpV2vbGyXW8ql5Fc8N4PLBW5V_rBK99fpC7N51F7h6XtyL5W7mTKqp38Bx48W1xlxbH1NZ_8NW3KMt1s4zj3GwW6LHXP_4DqWJWW1PpWtQ9l8V35F1g2-h4w5LWW4h6VvF46wTszW39qMmG6BQFmVW4QlJ9h6drH2_W4y-m722YHtM1W6V_KJR1v38VhW5rGDgw1QRH6gN5VNSzm_X9c7Vs1b-77kpf9RW6KwZ4f8X60TbW3xqDD92-J4dBW32z8js3wWv1wW4_1M4-5z0p5L2Zl1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7CgWfPW4-B2hC321p8gW6Ptht_8qrHs6W7xtd0C88hVkcW14sjQv85QSgbW4Ll0s140hvsvW1s1FCG4C_Gx-N43vy60r4C_5W7sCM3p7ZSvJzW3LnX5j2YJpK7W8cCH612Kf4T-W16js8H96547dW7zq7Qf2hpzs2N5dW36G3SGtCW19VP8v5yKBtKN8zd5vGMCrP1W7vPhxB7tbjDZW5bXBbB6GVqQyW8Q7Sf37VNvR2W38xm1w1Y4z5vW2GLnCq1f0bMKW4P5wjk7v2nzgVZV8WQ4jC14w3dLn1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7CgQYmW7G0DfP2nzVS0W3TR78c6s6K-vW24lbs24rg_-nW6hQQ7Y4LVwv4W1h06HG4pG_2XW6WJ5D03gJNshW8vSK-c3Bty1xW3KPbX86Kh2T6VkmJDZ6pV48FW7LRHkd4Lc53_W7sZLVC3NrS-LW3bcFJ25JG-cHVXH4QL41T7ZGW7PJD371NYq3YN8by1pJC2JkWW10N-Bp8wJcKqW1zlfb64LxhwjW7sYm596BvV4RW7TfzX65LdL7lW7bz-rn7R91RFW52J_ln6qfCLWW239tQn88Q3WJ3dDb1

dropped to 54.1—the lowest since March 2020—down from a record-high 84.5 at the end of
2021. The service sector’s report comes on the heels of the ISM’s very weak manufacturing
report, which showed the M-PMI (46.0) sinking to a 37-month low, its eighth consecutive
month below the breakeven point of 50.0. This is the longest span of readings below the
50.0 threshold since the Great Recession.

Eurozone Retail Sales (link): Eurozone retail sales was flat for the second straight month
in May, after falling 0.6% during the two months ending March. Since reaching a record high
in June 2021, retail sales have dropped 4.2%. Spending on food, drinks & tobacco fell in
May for the seventh time in eight months, sliding 0.5% m/m and 3.7% over the period,; it
increased only two months during all of 2022. Sales of non-food products excluding fuel
remains in a volatile downtrend since peaking at a record high in mid-2021, dropping 3.6%
over the period. Meanwhile, consumption of automotive fuels fell for the fourth time in five
months, down 0.3% in May and 5.1% over the period. May data are available for three of
the four Eurozone’s largest economies, with Spain climbing for nine of the past 10 months,
by 0.2% m/m and 7.9% over the period, to its highest level since December 2010. Sales in
France fell for the seventh time in eight months, by a total of 4.3%, though remains at a high
level, within 4.6% of last April's record high. German retail sales have moved up from recent
lows, though is 9.7% below June 2021’s record high.

Germany Factory Orders (l/ink): German factory orders in May blew past forecasts, driven
by a big gain in transportation equipment billings. Manufacturing orders soared 6.4% (vs
1.5% expected), with motor vehicle billings jumping 8.6%, while orders for other
transportation equipment soared 137.1%. It was the fifth gain in six months in overall factory
orders, though there was a big 10.9% drop in March during that string of gains. Both foreign
(6.4%) and domestic (6.2%) billings contributed to May’s gain—with foreign orders climbing
6.5% from within the Eurozone and 6.2% outside the Eurozone. May’s gain was centered
on capital goods orders, which soared 12.0%, with domestic orders rebounding 17.9% and
foreign orders 8.7% higher—led by a 12.5% jump in billings from within the Eurozone, with
orders from outside the Eurozone up 6.6%. Intermediate and consumer goods orders
slipped 1.1% and 0.7%, respectively, with consumer durable goods orders sinking 9.4% and
nondurable goods orders climbing 3.2%. Versus a year ago, total orders are down 4.3%,
narrowing from March’s 11.2% drop, with domestic and foreign orders falling 1.3% and
6.4%, respectively. Within foreign orders, billings were down 3.3% y/y from within the
Eurozone and 8.3% outside the Eurozone. Here’s a look at the movements in domestic
orders, along with the breakdown from both inside and outside the Eurozone, for the main
industry groupings versus a year ago: capital goods (-0.1%, +5.6%, -3.4%), intermediate
goods (-8,9, -7.0, -10.8), consumer durable goods (-27.3, -25.3, -28.4), and consumer
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https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7CgP7FW2gGtFx7P5Mf5W65PxDp5SK4F6W8xDl4g10GQl6W4NYhcl5KnzmjW57Y8bc1ylX6hW4Vbjkb5Ss89BMKCb8Gpz2vNN5CXntYCxZ-FVlzdc38h1wYkW8v5W5-7-nL0vW78pfyS2v0Fc5W9fl9zS4KKWqTW6ghtyx9k4-C2W8JtLHd4GlBb7N1gCnSLfPr4wW6Ljxc27lPt3gW166FqS7P15--N6Nv60wnBSkYVQpz652cGmJgMzQxdPFbh4yV85-tQ3mkk0FW13Svqs1pLq2G3qkJ1
https://d13h9q04.na1.hubspotlinks.com/Ctc/5E+113/d13h9Q04/VWwxb67wRh-bW8nWW6N7wywR2VfQRxk50NH3SN2dmMwG3q8_QV1-WJV7CgQ0HW3v6qbx6vcZ5RW3Bby3n1_3sjCN51N6Hd5fxpjW8hgXgQ4346WGW10gYn58XnJF3N3c2c7-yYB4YW49-jFb3m2kM5N67zb9GhDVlPW6QpRBY4xjv14W5whW044X3LW8W120L-P89dHp5VZX9Q_2sthjLN83BF3cHMDXJW1zxfj63NMKddW6Yj_gQ2YQxXqW8ry2tY8G1PnSW84cDYg2yfC2PW9ll8xy2F2dsLW6tQnQb8fJZx-W85FMR95hphzYW7GpXfB6zx9ZPW6qCCG-8rxS-v3n8Z1

nondurable goods (-4.8, -8.4, -2.4).
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