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ADP was incredibly strong yesterday which wasn’t matched by either the Establishment data (209k) or
the Household data (273k).

Revisions were -110k and | am willing to bet that by the time we are done with revisions for May, some
analysts will have been correct on their initial estimates (see A Quirky Report).

Even “weirder” is the fact that the private payrolls (which in theory ADP should do a better job of
tracking) came in at only 149k.

Weaker than expected jobs data on the headline front wasn’t supported by some other data in the
report:

e Unemployment ticked down to 3.6% as it is based on the Household Survey (though, weirdly,
the underemployment rate ticked up to 6.9%).

e Hourly earnings came in at 0.4% this month and were revised up to 0.4% last month keeping
the annual rate at 4.4%. Not alarming, but not in the direction that the Fed would like to see.

e Hours worked ticked up a fraction to 34.4, which is normally viewed as a positive for the labor
market, but doesn’t seem to match other parts of these job reports.

The JOLTS data (which | believe that Yellen really looked at closely) declined and is back to below 10
million jobs. | highly suspect that this data series is more flawed than most because the way that jobs
are advertised has changed dramatically.

The BLS Survey Response Rates likely remain low, which creates problems for those trying to interpret
the data.

Bottom Line

A mixed enough report that the Fed can probably go 25 bps at the next meeting, but we don’t need
to price in much more than that.

On Thursday, stocks finished well off of the lows after the “incredible” or maybe “unbelievable” ADP
data. My view is that jobs are a good thing at this stage and markets decided that jobs are more
important than the Fed. | suspect that we may see a similar move today, as the initial rally in futures
on the back of the NFP report will be met by selling as the data (while still strong) indicates some
apparent weakness and it is difficult to ignore the size of the revisions.

I'm in the good news is good for stocks camp and this data was probably slightly skewed to the bad
side, which will be a drag on risk assets as the market digests it.

Lots of jobs data should have clarified things, but it is so all over the place and seems so subject to
revisions that we don’t have as much useful information as one would hope to have after two days of

data ®.

Have a great weekend and hopefully a great start to the 2" half of the year!
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https://academysecurities.com/wp-content/uploads/A-Quirky-Report.pdf
https://www.bls.gov/osmr/response-rates/

ACADEMY

SECURITIES

MISSION DRIVEN Macro Strategy Peter Tchir

NFP Instant Reaction - What You See Isn't What You Get?

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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