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The job gains are overstated, and residential construction is overstaffed by
upwards of 1 million workers.

Monetary policy is tight and will become tighter if the inflation rate
decelerates further, as we expect.

While the probability of a soft landing has increased, it is not yet the base
case. The Fed needs to cut and cut soon.

Excessive government spending, and the locking in of low interest rates
during the pandemic, have temporarily blunted the effect of Fed tightening.
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Manufacturing — First to Decline, First to Recover?

—— Factory Workweek ISM Mfg: Employment (rs)
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Forward Measure of Hiring Continues to Sour

- Private NFP ——Temporary Help Services (rs)
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Job Gains Are Not What They Appear

—QCEW Nonfarm Payrolls
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Yet Another Reason to Doubt Payroll Strength

= Private Household Employment = Private Establishment Employment
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Financial Conditions Are Tightening For Consumers

Effective Household Borrowing Rate
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Rates and Prices Need to Fall
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Either Home Sales are Too Low or Jobs are Too High

——Total Existing Home Sales Residential Construction Employment (rs)
7500 r 1 3600

7000 |
6500 | ,
6000 |
1 2800 3
5500 | [\\ i s]
A M @
5000 f >
' | 2400 &
4500 |

3500 f

1 3200

Thousands

3000 1 1 1 1 1 1 1 1 1 1 1 1 1 600
00 02 04 06 08 10 12 14 16 18 20 22 24

Source: NAR, BLS, Haver, SMBC Nikko :
8 o SMBC




Is This Time Different?

——Building Permits (12m lead)
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Why is Construction Labor Demand So Strong?

Average Length of Time from Start to Completion: 1-Unit Buildings
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Higher Debt + Lower Labor Supply
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What is R-star and Why is it Important?

———Natural Rate of Interest ——Trend Growth Rate
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Monetary History May Not Repeat But Does Appear to Rhyme

——Real Fed Funds Rate S&P 500 (rs)
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Liquidity Alone Cannot Explain the Big Rally in Stocks

——— S&P 500 Index (Is) Fed Liquidity (rs) - Fed Liquidity + Discount Window (rs)
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Dramatic Shift in Fed Expectations
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When Will the Fed Stop QT?

——Reverse Repo Facility
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QT is Running on Fumes

——Marketable Treasury Securities Fed Securities Holdings (rs)
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Weak Retail Sales May be a Harbinger of Things to Come

Retail Sales Excl Auto, Gas Stations, & Bldg Materials
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Is January a Trend Reversal or a Statistical Anomaly?

——PPI: Final Demand Finished Less Foods and Energy Core CPI
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Are We in Store for Another Upward CPI Surprise?
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Elevated Inflation Unlikely to Persist if Rent Price Gains Subside

——New Tenant Rent Index (4Q lead) ——CPI: Owners' Equivalent Rent of Residence
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Fiscal Recklessness

Federal Outlays as a Share of GDP
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Companies Have Blunted the Effect of Tighter Monetary Policy

Fed Funds Rate (rs)

- Corporate Net Interest Payments
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