
ENDING THE FIRST HALF ON A SOLIDENDING THE FIRST HALF ON A SOLID
NOTENOTE
Kevin Flanagan — Head of Fixed Income Strategy

07/07/2021

The Bureau of Labor Statistics kicked off the holiday weekend with the June jobs report.

While there wasn’t anything really headline grabbing, it was another relatively solid

showing and underscored that the U.S. labor market continues to recover from last

March/April’s horrible performance. Here are some highlights:

Total nonfarm payrolls (NFP) rose by 850,000, the highest gain thus far in 2021 and

130,000 more than consensus forecasts.

Job gains were relatively widespread as private service-providing employment

increased by 642,000. Once again, outsized job gains occurred in areas that were hit

hard by the pandemic, such as leisure and hospitality (+343,000).

For the record, NFP have now recouped about 70% of the losses from March/April 2020.

The one soft spot, at least on a media headline basis, was the 0.1 percentage point

increase, to 5.9%, in the unemployment rate.

However, on further review, it looks like most of the increase was due to ‘job

leavers,’ a category typically associated with individuals who quit their previous

job to look for new employment.

Wages, wages, wages…that’s what I’ll be watching very closely in the months ahead,

especially given the backdrop of recently elevated inflation readings.

Average hourly earnings jumped 3.6% on an annualized basis and reflected higher wage

gains essentially across the board.

This report should have little impact on the Federal Reserve’s (Fed) taper debate.

While it doesn’t suggest any urgency for the Fed to make changes at the July FOMC

meeting, it does provide an argument for those policymakers who want to begin

tapering sooner rather than later.

The U.S. Treasury (UST) 10-Year yield is looking for new guidance, and the June jobs

report does not necessarily serve as that type of catalyst.

ConclusionConclusion

Unfortunately for investors who were hoping the June jobs report would serve as some

sort of indicator of where the UST 10-Year yield could be headed, this is probably not

going to be the case. After finishing the first quarter at its recent high watermark of

just under 1.75%, the UST 10-Year yield was in a range-bound pattern in the second

quarter but skewed to the downside. Just this week it fell below 1.40%. In our opinion,

the U.S. economy will continue on its robust post-pandemic recovery path, with elevated 

inflation proving to be more than just a transitory phase. As a result, the UST 10-Year

yield should resume the upward bias seen earlier this year, with the 2% threshold coming

into focus later this year.
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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.

Related BlogsRelated Blogs

+ Reaching a "TIP"ping Point

+ Could Liftoff Be Pushed Up Again?

Related FundsRelated Funds

+ WisdomTree Interest Rate Hedged High Yield Bond Fund

+ WisdomTree Floating Rate Treasury Fund

+ WisdomTree Interest Rate Hedged U.S. Aggregate Bond Fund

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

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

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

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

read and consider carefully before investing.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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DEFINITIONSDEFINITIONS

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

United States.

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

determines the direction of monetary policy.

TaperingTapering  : A shift in monetary policy by which the Federal Reserve would begin

decreasing the amount of bonds it purchases.

10-year government bond yield10-year government bond yield  : Yields on the 10 year government debt security.

InflationInflation  : Characterized by rising price levels.
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