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Don’t Talk To Me About Work
The US Payrolls report on Friday last week was unquestionably disappointing.
Both the Payrolls and ADP reports (released the day before) showed much
weaker levels of job creation. Consequently, the bond market continued to
price for the increased probability of a Fed rate cut, bringing forward that
prospect to the July meeting. As of Friday, the bond market had a July cut
priced at 77%, failing that, near certainty for a September cut. While the equity
market appeared to ignore these data, it was most likely buoyed by the
prospect of further stimulus. We remain of the view that the economy is more
robust that the high frequency data suggest, and that a recession is not around
the corner. That said, if the labour market continues to slow at this rate, we
would arrive at a different assessment. Until then, expect more positive
returns from equities, and likely lower rates too.
The details of the report failed to deliver any comfort, not only did the headline
gain of 75k jobs miss all estimates (175k expected), but the twomonth revision also subtracted a further 75k jobs. The average monthly jobs
gain so far this year is 164k, compared to 235k through 2018. Average hourly
earnings were also weaker than expected and down a touch on the year, and
for the third month running, but the unemployment rate remained at the near
50-year low of just 3.6% The report shows that the labour market is clearly
slowing down, but that does not mean that a recession is necessarily around
the corner. In fact, we continue to expect higher wage growth to drive up
inflation and interest rates before the end of this cycle, so maybe these
numbers are an indication of the cycle being extended. Remember we saw a
similar slowdown at the start of 2016, where job creation averaged just 156k a
month. Crucially, jobs are still being created, so not the time to panic.
Figure 1: Probability of a US rate cut (market implied), now versus last week
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Source: Bloomberg, Canaccord Genuity Wealth Management
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All information is given as of the date appearing in this document and Canaccord Genuity Wealth
Management (CGWM) does not assume any obligation to update it or to advise on further developments
related. All this information has been compiled from sources believed to be reliable, but the accuracy and
completeness of the information is not guaranteed, nor in providing it do CGWM assume any liability.
All views expressed in this document are provided for informational purposes only and does not constitute
an offer or solicitation to buy or sell any securities. The statements expressed herein are not intended to
provide tax, legal or financial advice, and under no circumstances should be construed as a solicitation to act
as a securities broker or dealer in any jurisdiction. All views are intended for general circulation to clients and
do not have any regard to the specific investment objectives, financial situation or general needs of any
particular person.
Forward-looking statements and past performance are not guarantees of future results. To the fullest
extent permitted by law, neither CGWM nor its affiliates or any other person accepts any liability whatsoever
for any direct or consequential loss arising from any use of the information contained in this document.
Canaccord Genuity Wealth Management in Canada is a division of Canaccord Genuity Corp. Member –
Canadian Investor Protection Fund and the Investment Industry Regulatory Organization of Canada.
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