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Maybe I’m the one who is “seeing dead people” as I’ve had my share of mistakes recently, but given
Powell’s take on inflation, I think that he is the one “seeing dead people,” so Haley might be a good
candidate.
As much as I’d like to rant and rave about Friday’s wild market gyrations, the growth of trading in daily
expiration stock options, flows into TQQQ and ARKK, and my new “favorite” ETF DBMF (managed futures),
that will have to wait until the week starts.
Today, we focus on inflation and (most importantly) jobs as we’ve hammered home the inflation story
a lot lately. Some of this follows directly from Let Them Eat Expectations and Powell & The Fed (link).

Inflation
Let’s start this section with the bold statement that I would rent my house for two years to anyone
who would pay me what the average of three credible realtors thought we could get at this time last
year! However, I am not sure how well that will go over with my wife if someone takes me up on that
offer. In any case, the input for rent in CPI is just ludicrously off-market. We’ve compared real
world/timely rent numbers with owners’ equivalent rent in several recent pieces:
•

OER Seems Crazy

•

Inflation Dumpster Dive which also digs into commodity inflation, autos, and inventories.

•

More Inflation Dumpster Diving as I couldn’t stay out of the dumpster, and found more on rents,
autos, and inventories!

As you can tell, autos, big ticket items, inventories, and commodities have also been themes in our
"inflation questions.” We won’t spend any more time on those. Instead, we will try to address (more
thoroughly) the questions about the job market that we are receiving.

Jobs Will Be the Absolutely Last Thing to Crack in This Cycle
My view is that:
•

We will see signs of a slowdown that will give the market hope that we can get a soft landing.
This will re-start the “everything” rally (which fell apart after 2:30 pm on Wednesday), but started
to claw its way back to life on Friday.

•

Then we will have the fear of a serious, deep, and longer-term recession.

The second phase would include big hits to employment. While employment is almost always the last
bit of economic data to roll over, it will be even slower to react this time around!
Companies have spent the better part of the last 2 years finding it extremely difficult to hire employees!
Arguably it has never been so difficult to hire employees. Even with pay, better benefits, and
accommodative work schedules nothing seemed to help! So, here we are, with signs of weakness in the
economy, uncertainty over the future (from so many perspectives), and even a few negative
employment headlines. However, layoffs remain low and hiring seems solid. Why would we expect
anything different?
While we all make mistakes, we rarely make the same mistake twice as we tend to overcompensate
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(*cough* transitory *cough cough*). HR departments will be particularly reluctant to use layoffs in the
first, second, or even third round of cost cuts! The inability to hire is too fresh in our minds and no-one
wants to be caught in the situation where we get some sort of “softish” landing and need to hire people
who were just let go. Starting conditions matter and the starting point of this slowdown is that labor
is more protected than ever before – therefore weakness will show up in the labor market even later
than usual. We could also see some discrepancies between large companies (that can afford to carry
marginally useful workers) and small businesses (who don’t have that luxury).
By the time that we see the data hit the employment statistics, it will be too late to do anything (and
we should be at least starting to see a serious risk-off move).

Questions Around the Jobs Data
For rent, autos, and a few other things, I’m firmly in the camp that someone at the Fed is “seeing dead
people.” For jobs, the data isn’t bad and that doesn’t surprise me because employment will be the last
shoe to drop.
Having said that, there are some things about the job market that deserve attention.
•

In Friday’s NFP Instant Reaction (link), we highlighted a few issues that don’t necessarily show
extreme strength in the job market: wages, participation rate, and the large difference between
the Household and Establishment Surveys (even considering relative accuracy).
o Since we sent that, we’ve had numerous discussions about whether the Establishment
is picking up the aforementioned possibility that large corporations are more reluctant
than small companies to let go of employees at this stage. It also could be possible that
people who know that they are being laid off report themselves as not working while
the companies have yet to fill out the paperwork or are still paying severance. These are
just few discussion points around this large deviation (2 million jobs since March).
o We live in a world of “adjustments” to all of our data. I’m told that employment numbers
tend to get revised down later than other numbers as the economy weakens (though I
haven’t tried to verify that). But we did get 455,000 jobs created by the “birth/death”
model in the October 2022 report, which was more than the 363,000 similar jobs
calculated in the 2021 report. That seems a bit odd, as I’d be surprised if more people
were creating businesses in October 2022 compared to October 2021. The overall jobs
number last year was about 400k better than this year’s, so why is the birth/death
model better? Anyways, something to think about.

•

In Let Them Eat Expectations we explore the JOLTs report and come up with some questions
that warrant further discussion and may account for why it seemed “to good to be true”. For
example, since internet job sites have grown, the gap between jobs and hirings has been
increasing which may explain why payroll numbers (even the good elements) weren’t as frothy
as one might have expected from September’s JOLTs report (it is also a month old when it’s
released).

Jobs – Bottom Line
I’m certainly seeing some “dead people” in the jobs data. Maybe I’m looking too closely, but it is easier
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to paint a less rosy job story than the consensus headlines are portraying.
More importantly, we should not take much solace in the employment data as it will be the absolutely
last part of the economy to roll over and by then, it will be too late! We will be Wile E. Coyote realizing
that we are standing on air!

Markets – Bottom Line
I want to believe in the everything rally, but the Fed will likely push back and considering how painful
the 36 hours after the press conference were, I’m embarrassed to even suggest that.
Having said that, we have 6 weeks of economic data, we’ve made it through the bulk of earnings, and
we get some seasonality in our favor. Buybacks are also in the headlines (rather than earnings), and
we have a real shot that the Fed is now data dependent rather than on some pre-ordained path!
Finally, my view remains that regardless of who wins what this week in the midterms, we will see
more attention on the economy (at the expense of inflation fighting) and more steps towards coming
to some sort of peaceful arrangement with Russia and Ukraine.
Good luck and if you are in part of the country enjoying unseasonably great weather, enjoy it with some
live people as “seeing dead people” isn’t all it’s cracked up to be!
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Disclaimer
This document and its contents are confidential to the person(s) to whom it is delivered and should not be copied or
distributed, in whole or in part, or its contents disclosed by such person(s) to any other person. Any party receiving and/or
reviewing this material, in consideration therefore, agrees not to circumvent the business proposals explicitly or implicitly
contained herein in any manner, directly or indirectly. Further, any recipient hereof agrees to maintain all information received
in the strictest confidence and shall not disclose to any third parties any information material to the opportunity contained
herein and, upon review hereof, agrees that any unauthorized disclosure by any party will result in irreparable damage for
which monetary damages would be difficult or impossible to accurately determine. Recipients recognize, and hereby agree,
that the proprietary information disclosed herein represents confidential and valuable proprietary information and, therefore,
will not, without express prior written consent, disclose such information to any person, company, entity or other third party,
unless so doing would contravene governing law or regulations.
This document is an outline of matters for discussion only. This document does not constitute and should not be interpreted
as advice, including legal, tax or accounting advice. This presentation includes statements that represent opinions, estimates
and forecasts, which may not be realized. We believe the information provided herein is reliable, as of the date hereof, but
do not warrant accuracy or completeness. In preparing these materials, we have relied upon and assumed, without
independent verification, the accuracy and completeness of all information available from public sources.
Nothing in this document contains a commitment from Academy to underwrite, subscribe or agent any securities or
transaction; to invest in any way in any transaction or to advise related thereto or as described herein. Nothing herein
imposes any obligation on Academy.
Academy is a member of FINRA, SIPC and MSRB. Academy is a Certified Disabled Veteran Business Enterprise and Minority
Business Enterprise and is a Service Disabled Veteran Owned Small Business as per the US SBA. Investment Banking
transactions may be executed through affiliates or other broker dealers, either under industry standard agreements or by
the registration of certain principals.
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