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There’s nothing like a paltry 20,000 gain in total nonfarm payrolls to get market

participants talking. That is exactly what happened on Friday, when the Bureau of Labor

Statistics released the February jobs report. The debate is now fully engaged: Is this

soft showing for payroll growth the beginning of a new, weaker trend, or is it merely

like “stubbing your toe”?

 

Let’s put things in perspective:

 

Yes, this was the lowest payroll reading since September 2017 and was also 160,000

below consensus forecasts.

But as I have mentioned before, don’t focus on one month’s worth of data. January’s

gain was placed at +311,000, so if you average the two together, you get a more

respectable +166,000.

With a jobless rate of 4% or less for the last 12 months, gains of +300,000 are

likely not sustainable, but gains of +150,000 to +175,000 seem more realistic.

What about the rest of the report? Not too shabby: the unemployment rate dropped 0.2

percentage points (pp) to 3.8%, and civilian employment was up +255,000. (This may

have been shutdown-related, as government workers returned to their posts.)

Wages, wages, wages…Average hourly earnings rose at an annual rate of +3.4%—their

best performance since 2009—and have now posted a year-over-year gain with a “3”

handle for seven months in a row.

Federal Reserve (Fed) impact? Fed speak of late has tilted a bit more to the dovish

side. Following the ECB’s lead last week, if I were to choose what side of the

policy debate the Fed will shift to at its March 20 FOMC meeting, I’m leaning dovish

there as well.

I’m expecting potential downward revisions to their growth outlook and a reduction

in the number of rate hikes this year to one versus the two “blue dots” in December.

I think that result is probably priced in to the U.S. Treasury market (UST). What’s

not priced in? The blue dots going to no rate hikes in 2019.

I still think the Fed has one more rate hike in its system for 2019, but pushing the

timing back to a 2H 2019 phenomenon.

 

Conclusion
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On the whole, the evidence certainly does point toward a visible slowing in U.S.

economic growth for Q1, with estimates around +1.0% to +1.5% appearing reasonable.

However, I feel this could be the low point for growth in 2019. Not all of the recent

econ news has been on the soft side: housing data, the ISM non-manufacturing index and

the Markit Purchasing Managers’ Index (PMI) have all had good showings. In addition,

financial conditions, one of the Fed’s noted concerns, have reversed course dramatically

since the end of last year and have essentially returned to the levels that existed

prior to the risk-off episode of Q4.

 

Unless otherwise noted, data source is Bloomberg, as of March 8, 2019.

 

 

Learn more in our new Basis Points podcast series with Kevin Flanagan. 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATION

U.S. investors only: Click    here to obtain a WisdomTree ETF prospectus which      

contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONS

Federal Reserve   : The Federal Reserve System is the central banking system of the

United States.

Dovish : Description used when stimulation of economic growth is the primary concern in

setting monetary policy decisions.

Federal Open Market Committee (FOMC) : The branch of the Federal Reserve Board that

determines the direction of monetary policy.

Rate Hike   : refers to an increase in the policy rate set by a central bank. In the

U.S., this generally refers to the Federal Funds Target Rate.

Blue dots   : the midpoint target range/level of the FOMC participants’ projections for

the future Federal Funds Rate.

Treasury : Debt obligation issued by the U.S. government with payments of principal and

interest backed by the full faith and credit of the U.S. government.

Purchasing Managers’ Index (PMI)     : An indicator of the economic health of the

manufacturing sector. The PMI is based on five major indicators: new orders, inventory

levels, production, supplier deliveries and the employment environment. A reading above

50 indicates an expansion of the manufacturing sector compared to the previous month;

below 50 represents a contraction while 50 indicates no change.

Risk-on/risk-off  : refers to changes in investment activity in response to perceived

risk. During periods when risk is perceived as low, investors tend to engage in higher-

risk investments. When risk is perceived as high, investors tend to gravitate toward

lower-risk investments.
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