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Before the release of last week’s jobs report, investors were inundated with headlines

seemingly suggesting that it wasn’t a matter of “if” but “when” the U.S. economy would

enter into a recession. There is no doubt the economy has slowed from its 2018 pace, and

recent data has been relatively “mixed” in nature. However, there are some economic

numbers that imply there is no clear and present danger of a contraction.

 

So, what was the “bad” news that brought about the recession narrative? The ISM

manufacturing and non-manufacturing surveys. Each of these releases revealed visible

drops, coming in well below expectations. Given the current heightened state of anxiety,

it comes as little surprise that market commentary took on a bearish economic tone. I’m

not trying to dismiss these surveys’ results, but remember, these releases are not

“hard” data. Rather, they are just what their name implies—surveys—and they can be

subject to shifts in sentiment, especially given the negative trade rhetoric.

 

U.S. Weekly Initial Jobless Claims and Recession PeriodsU.S. Weekly Initial Jobless Claims and Recession Periods

 

Perhaps a better focus, and one the Federal Reserve (Fed) is more than likely examining,

is “actual” economic numbers, a.k.a. “hard” data. The September jobs report certainly

fits that bill. While the headline payroll gain was a bit less than forecasted, the

previous two months’ upward revisions more than offset the forecast “miss.” In addition,

the unemployment rate fell 0.2 percentage points to 3.5% as a result of another surge in

the alternate jobs measure, civilian employment. This gauge surged by +391,000, tripling

the number of workers who entered the labor force. In fact, this measure of job gains

has now produced a +378,000 average increase over the last four months. To be fair, the

year-over-year gain for wages did drop to +2.9%, but this merely reflected a “penny”

decline after rising 11 cents in the prior month.
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You know another “hard” economic report that is not getting its fair share of attention?

U.S. Weekly Initial Jobless Claims. This figure tracks the number of people who have

filed for unemployment claims for the first time with a government labor office on a

weekly basis and is part of the Leading Economic Indicators series. The level of new

claimants has now been below the 300,000 threshold for over two years, with the most

recent print coming in at “only” 219,000. As the graph above illustrates, this reading

is relatively rare, especially for such a long period of time, and suggests that an

imminent recession would be hard to come by without a sharp reversal in this trend.

 

ConclusionConclusion

 

Investors beware: Headlines surrounding upcoming economic data will no doubt be

“charged” with potential recession language. Besides the money and bond markets, the Fed

is also trying to figure out how this will all end up. In other words, data dependency,

and potential bond market volatility, will most likely be the norm throughout the

remainder of the year.

 

Unless otherwise stated, all data sourced is Bloomberg as of October 7, 2019.Unless otherwise stated, all data sourced is Bloomberg as of October 7, 2019.

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 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

RecessionRecession  : two consecutive quarters of negative GDP growth, characterized generally by

a slowing economy and higher unemploymen.

Bear marketBear market  : A sustained downturn in market prices, increasing the chances of negative

portfolio returns.

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

United States.

VolatilityVolatility  : A measure of the dispersion of actual returns around a particular average

level.&nbsp.
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