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Keep Your Eye on the Labor Market

The Fed turned the page and began lowering interest rates with
an outsized 50 bp cut at its September FOMC meeting. While
Chairman Powell described the risks to achieving the Fed's dual
mandate goals of maximum employment and stable prices as
balanced, the market’s reaction to Powell’'s press conference
seemed to reflect anxieties that the labor market is now the
chief concern and the Fed'’s larger rate cut was perhaps a result Jessica Noviskis, CFA
of not only foresight but fear. frssociate Director of

Alternatives

Along with the rate cut decision, the Fed released its quarterly Summary of
Economic Projections. In addition to the closely watched dot plot, FOMC members
reported expectations for the unemployment rate to end the year at 4.4%, up from
the 4.2% reported in August and 1% higher than the post-pandemic low of 3.4% in
early 2023. Based on the median 2025 projection, Committee members expect the
unemployment rate to remain at 4.4%. While such a move could still support a soft
landing for the economy, it would be historic. Looking back over the last 75+ years
that the Bureau of Labor Statistics has been collecting employment information,
unemployment has never increased by as much as projected without continuing

even higher and triggering a recession.
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Exhibit 1: Historically, increases of this magnitude over a 12-month period have further escalated and
triggered a recession
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Source: Bureau of Labor Statistics (BLS), National Bureau of Economic Research (NBER), Federal Reserve Bank of St. Louis as of
September 19, 2024. September 2024 — December 2024 projections based on the Federal Open Market Committee’s Summary of
Economic Projections released September 18, 2024.

The rationale behind the data is that unemployment can be contagious and have a snowball effect. As
individuals are laid off, their spending ability and demand falls, negatively impacting economic growth and
leading to further layoffs. Moreover, sentiment and expectations can exacerbate the effect. As individuals
see their friends, family, and colleagues being laid off, they may proactively pull back on their own spending,
leading to a self-fulfilling negative feedback loop.

As always when we consider historical precedent, we look for what could be different this time. And this
time, a sharp increase in the number of job openings is a new dynamic to consider. Labor market volatility
as a result of COVID — first the spike in job losses, followed by a sharp rebound in demand for workers as
the economy reopened, mixed with a wave of early retirements — led to a historically tight labor market.
The number of job openings per unemployed worker, as shown in Exhibit 2, peaked in early 2022 at more
than 2.0. Amid both supply and demand impacts from increased immigration and higher rates, this ratio
began to normalize, and at 1.07 as of July 2024 now reflects better balance in the labor market. While an
integral component of reducing inflation up to this point, less slack in this metric going forward could mean
that further weakening would instead come in the form of outright layoffs, having a bigger impact on the
spending snowball effect.

Exhibit 2: Excess job openings that contributed to the tightness in the labor market have corrected back
to more normal levels

12 2.5 =
@ 5 <
o 10 20 %=
e 8 w2
o 0 1.5 O
= £3
054 1'0w>\
o= 00
_c; 2 05 0=
0 — 00 9§
O - N M S WONOOPO ——NMSIIOLON®DOO — NN M 5 c
CRILLRLLRLYY LT T I LT T LT LT yagaaq =)
O > ¥ 0 DOhS5 € > % & 0 c UV >+ 0 OS5 € > % -0 c v >
o o X = T Q0 o o X = T Q0 o 0O
hz083>3s<sPS0z083>Sss<s%82az2
Recession Job Openings  ===QOpenings per Unemployed Worker

Source: Bureau of Labor Statistics (BLS), National Bureau of Economic Research (NBER), Bloomberg as of September 19, 2024

I
MY MarquetteAssociates 2



As the Fed remains data dependent in considering the pace of additional rate cuts, so will the market. Both
the early August equity rout and smaller market correction earlier this month followed disappointing jobs
reports, with hiring numbers being revised lower and missing expectations. Further bouts of heightened
market volatility could be in store as labor market data points continue to shift market probabilities between
a soft landing and something less favorable. While not the only driver of market volatility on a go-forward
basis, labor market data bears watching as the coming months play out. ®»
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CONFIDENTIALITY NOTICE: This communication, including attachments, is for the exclusive use of the addressee and
contains proprietary, confidential and/or privileged information; any use, copying, disclosure, dissemination or distribution
is strictly prohibited. Marquette Associates, Inc. retains all proprietary rights they may have in the information.

Marquette Associates, Inc. (“Marquette”) has prepared this document for the exclusive use by the client or third party
for which it was prepared. The information herein was obtained from various sources, including but not limited to third
party investment managers, the client’s custodian(s) accounting statements, commercially available databases, and other
economic and financial market data sources.

The sources of information used in this document are believed to be reliable. Marquette has not independently verified all
of the information in this document and its accuracy cannot be guaranteed. Marquette accepts no liability for any direct
or consequential losses arising from its use. The information provided herein is as of the date appearing in this material
only and is subject to change without prior notice. Thus, all such information is subject to independent verification and
we urge clients to compare the information set forth in this statement with the statements you receive directly from the
custodian in order to ensure accuracy of all account information. Past performance does not guarantee future results and
investing involves risk of loss. No graph, chart, or formula can, in and of itself, be used to determine which securities or
investments to buy or sell.

Forward-looking statements, including without limitation any statement or prediction about a future event contained
in this presentation, are based on a variety of estimates and assumptions by Marquette, including, but not limited to,
estimates of future operating results, the value of assets, and market conditions. These estimates and assumptions,
including the risk assessments and projections referenced, are inherently uncertain and are subject to numerous business,
industry, market, regulatory, geopolitical, competitive, and financial risks that are outside of Marquette’s control. There
can be no assurance that the assumptions made in connection with any forward looking statement will prove accurate,
and actual results may differ materially.

The inclusion of any forward-looking statement herein should not be regarded as an indication that Marquette considers
forward-looking statements to be a reliable prediction of future events. The views contained herein are those of Marquette
and should not be taken as financial advice or a recommendation to buy or sell any security. Any forecasts, figures,
opinions or investment techniques and strategies described are intended for informational purposes only. They are based
on certain assumptions and current market conditions, and although accurate at the time of writing, are subject to change
without prior notice. Opinions, estimates, projections, and comments on financial market trends constitute our judgment
and are subject to change without notice. Marquette expressly disclaims all liability in respect to actions taken based on
any or all of the information included or referenced in this document. The information is being provided based on the
understanding that each recipient has sufficient knowledge and experience to evaluate the merits and risks of investing.

This presentation does not constitute an offer to sell, or a solicitation of an offer to buy, any interest in any investment
vehicle, and should not be relied on as such. Targets, ranges, and expectations set forth in this presentation are
approximations; actual results may differ. The information and opinions expressed herein are as of the date appearing
in this material only, are subject to change without prior notice, and do not contain material information regarding the
Marquette Model Portfolio, including specific information relating to portfolio investments and related important risk
disclosures. The descriptions herein of Marquette’s investment objectives or criteria, the characteristics of its investments,
investment process, or investment strategies and styles may not be fully indicative of any present or future investments,
are not intended to reflect performance and may be changed in the discretion of Marquette. While the data contained
herein has been prepared from information that Marquette believes to be reliable, Marquette does not warrant the
accuracy or completeness of such information. Client account holdings may differ significantly from the securities in the
indices and the volatility of the index may be materially different from client account performance. You cannot invest
directly in an index.

About Marquette Associates

Marquette was founded in 1986 with the sole objective of providing investment consulting at the highest
caliber of service. Our expertise is grounded in our commitment to client service — our team aims to be a
trusted partner and as fiduciaries, our clients’ interests and objectives are at the center of everything we do.
Our approach brings together the real-world experience of our people and our dedication to creativity and
critical thinking in order to empower our clients to meet their goals. Marquette is an independent investment
adviser registered under the Investment Advisers Act of 1940, as amended. Registration does not imply a
certain level of skill or training. More information about Marquette including our investment strategies, fees
and objectives can be found in our ADV Part 2, which is available upon request and on our website. For more
information, please visit www.MarquetteAssociates.com.
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