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OK, now what? The much better-than-expected June jobs report has the money and bond

markets—and probably the Federal Reserve (Fed) as well—in a dither. Some quick thoughts

to bring you back to a post-July 4, reality:

 

Total nonfarm payrolls came in at +224,000, much stronger than the consensus

forecast of +160,000 and essentially canceling out last month’s disappointment

This gain was not an aberration, either, as solid performances were noted across the

board, with manufacturing (+17,000) and construction (+21,000) particularly

noteworthy

Unemployment rate rose a tick to 3.7%, which was basically due to a surge in the

civilian labor force, typically a positive economic sign

Wages are stuck in the mud: +3.1% year-over-year and unchanged from the prior month

After a move to 1.94% pre-jobs report, the UST 10-Year yield reversed course sharply

and rose at one point to 2.07%; for those keeping score, the UST 2-Year yield backed

up 14 basis points (bps) to 1.88%

What’s a central banker to do? As I write this, Fed Funds Futures still stand a

95.5% chance of a quarter-point rate cut in July, but 50 bps has essentially been

taken off the table…

Also, the January 2020 Fed Funds Futures contract is now showing only two rate cuts

this year vs. three pre-jobs report; the change in pricing since June 24 (pre-FOMC)

has been rather noticeable, reinforcing my belief that this tool’s track record

leaves a lot to be desired

Many readers know I’ve been doing this a long time and it has to be one of the

tougher reads on what the Fed is going to do…they’ve seemingly backed themselves

into a corner by letting the markets dictate their decision-making process , but

Friday’s jobs report reinforces the view that the data do not warrant a rate cut,

not even an insurance cut!

Fed Chair Powell is slated to give the semiannual Monetary Policy Report to the

House at 10:00 a.m. tomorrow and to the Senate on Thursday, so he can shape market

expectations accordingly.

 

Will he disappoint? Stay tuned…

 

Unless otherwise stated, data source is Bloomberg, as of July 5, 2019.

For the top 10 holdings of USFR please visit the Fund's fund detail page at https://www.

wisdomtree.com/investments/etfs/fixed-income/usfr
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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.

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.

10- Year Treasury : a debt obligation of the U.S. government with an original maturity

of ten years.

Basis point : 1/100th of 1 percent.

Fed fund futures : A financial instrument that let's market participants determine the

future value of the Federal Funds Rate.

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

determines the direction of monetary policy.
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