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A More Complex Report Than the Headlines Suggest 
The headline (Establishment) jobs numbers were great: 339k jobs added with 283k in the private sector 
AND 93k of upward revisions. That is in line with or even better than yesterday’s ADP report. At this 
point, I have no idea why we have the Challenger layoff report because it doesn’t seem to reflect any 
of the jobs data. 
  
However, the Household report said that we lost 310k jobs in the month (and in the past 2 months, we 
have lost 170k jobs on a cumulative basis). The unemployment rate ticked higher to 3.7% from 3.4%. 
That is based on jobs lost in the Household report since the participation rate remained unchanged 
(except for rounding). 
  
So, the jobs numbers that we all saw this morning scream HIKE! However, the unemployment rate 
just says hike (or even pause). 
  
Hourly earnings were revised down a touch last month (but remain above 4%). For those at the Fed 
who believe that wage inflation is the key driver of inflation, that will tilt them slightly hawkish. 
  
Hours worked continued to slide from 34.6 hours in January to 34.3 hours in May (often a prelude to 
declining hiring needs). 
  
I think that we have to price in: 
  

·         The possibility of a June hike has increased (higher 2-year yields). 
·         The likelihood that the Fed will have to react to the strength in the report and ignore the weak 

parts (more inversion of 2s vs 10s). 
  

Given ADP, I can see how we are going to run with the “job market is great” scenario. However, the 
new ADP methodology was adjusted to better track NFP so I’m not sure what to make of that. I guess 
that we need to look at participation rates (or why the birth/death model created 231k jobs) to poke 
holes in the report. 
  
On the garbage in/garbage out front, the Household report is back to showing a significant deviation 
from the Establishment report. I think that even accounting for the wide margin of error in the 
Establishment report (and the even larger margin of error in the Household report), they are not telling 
the same story. 
  
So, the Fed will treat this as hawkish, the bulls will cheer this as “soft or no landing”, and the bears 
will find enough to say that the potential for a recession still exists. 
  
Risk assets could power through this data (which would be a positive event) and I would like to see 
“good news” treated as “good news” even if it increases the probability of a hike! 
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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. 


