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Markets

. The ADP job report yesterday produced the same price action seen in the wake of the US manufacturing ISM and US
job openings. A below-consensus 99k for August and a downward revision to July’s report delivered another setback
to yields. Outperformance at the front caused the 10-yr/2-yr spread to turn positive again only to be reversed after
the publication of the August services ISM. Numbers were in line with expectations (headline 51.5 vs 51.4) but it
sufficed for the likes of the 2-yr to cap previous losses somewhat. Maturities from 10-yr on finished at or even below
the previous intraday lows. It meant the lowest closing level since July 2023. Eventual changes varied from -1.1 bp (2-
yr) to -3.8 bps (30-yr). German yields eased 1.5-2.7 bps across the curve. Both data releases caused some intraday
dollar volatility as well. The greenback lost ground against most peers. EUR/USD topped 1.11 with the previous YtD
high around 1.12 looming. DXY finished just north of 101. USD/JPY’s close (143.45) was the lowest since early
January. Oil (Brent $72.7/b, unchanged) wanted to but failed to gain on confirmed rumours that OPEC+ has agreed
to delay a plan to gradually restore output due to the recent plunge in prices.

. It’s P-day today. The official payrolls report’s importance is difficult to overstate. In the run-up SF Fed president Daly
said that the Fed’s job right now is to keep the labour market about where it is now. She doesn’t yet know how big a
rate cut is needed though. Goolsbee (Chicago) said he’s seeing mounting warning signs from the labor market and
argued for multiple rate cuts soon. The consensus is for a 165k net job growth. Considering the recent developments,
we think that’s a high-enough bar. Markets will also eyeball the unemployment rate. There’s a slight decline
anticipated to 4.2%. Any miss in expectations - be it in job growth, the unemployment rate or, God forbid, both —
will be looked at with Powell’s message of an “unwelcome weakening in the labour market” in mind. A set of
disappointing data won’t just settle the debate on a 50 bps rate cut September 18. It will also shape expectations for
similar-sized moves on the remaining meetings of this year in the “go fast, go hard” logic used to counter inflation
applied to the labour market. Yields risk falling off a cliff, especially after breaking through recent support levels. The
next references to look at are 3.55% (March 2023 low) and 3.45% (June 2022 interim high) for the 2-yr. The 10-yr
may find some relief around 3.5% (June 2022 interim high). The dollar is prone for steep losses. EUR/USD 1.1139
won’t last long as dollar support. The EUR/USD YtD high of 1.12 serves as intermediate support ahead of 1.1274.

News & Views

. At the press conference following Wednesday’s policy decision of the Polish National Bank (NBP), governor Glapinski
slightly eased its previous assessment that NBP would only be able to cut interest rates in 2026 at the earliest. He
indicated that the NBP could come in a position to start discussing interest rate cuts next year. However for now,
the expected path of inflation remains too high. The NBP governor expects inflation to be around 5.0% at the end of
the year. In addition, price growth still might increase early next year as measures to shield consumers for price
rises will expire. Only when inflation stabilizes and there is a projected decline in the next quarters, the NBP will be
able to start discussing rate cuts. Glapinski indicated that such scenario might materialize after Q2 next year. In a
positive scenario it might occur after the Mach CPI projections. In any case, he expects a cautious start (25 bps) and
the NBP won’t announce an easing cycle already at the time. Glapinski also still sees the government budget as being
loose, which is a risk for the disinflation process. EUR/PLN holds at tight range between 4.26 and 4.30.

° July data on Japanese household spending published this morning disappointed. Real spending was only 0.1%
higher compared to the same month last year. Markets expected a rebound to 1.2% Y/Y. Nominal spending rose 3.3%
Y/Y.In a monthly perspective spending even declined 1.7%. Today’s data indicate that Japanese consumers are
relucted to spend even as real wages are moving into positive territory. Yesterday, July labour cash earnings data
materially surpassed market expectations. For now, we don’t think these data will change the BOJ’s intention to
normalize policy further. The yen this morning remains well bid, with USD/JPY (142.55) closing in on the ‘spike’ levels
reached at the risk-off early August.
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Calendar & Table

Friday, 06 September 2024

Friday, 6 September Consensus Previous

us

14:30 Change in Nonfarm Payrolls (Aug) 165k 114k

14:30 Change in Private Payrolls [Aug) 140k 97k

14:30 Change in Manufact. Payrolls (Aug) -2k 1k

14:30 Unemployment Rate (Aug) 4.20% 4.30%

14:30 Average Hourly Earnings MoM/YoY (Aug) 0.30%/3.70% 0.20%/3.60%
14:30 Average Weekly Hours All Employees (Aug) 34.3 34.2

14:30 Labor Force Participation Rate (Aug) 62.70% 62.70%

14:30 Underemployment Rate (Aug) -- 7.80%
Canada

14:30 MNet Change in Employment (Aug) 25.0k -2.8k

14:30 Part Time Employment Change (Aug) -- -64.4k

14:30 Full Time Employment Change (Aug) - 61.6k

14:30 Unemployment Rate (Aug) 6.50% 6.40%

14:30 Hourly Wage Rate Permanent Employees YoY (Aug) 4.80% 5.20%

14:30 Participation Rate (Aug) 65.00% 65.00%

Japan

01:30 Household Spending YoY (Jul) 0.10%A -1.40%

EMU

11:00 GDP SA QoQ/YoY (2Q.F) 0.30%/0.60% 0.30%/0.60%
11:00 Govt Expend QoQ (2Q) 0.20% -0.10%R
11:00 Gross Fix Cap QoQ (2Q) -0.30% -1.40%R
11:00 Household Cons QoQ, (20) 0.30% 0.20%

11:00 Employment QoQy/YoY (20 F) -[-- 0.20%/0.80%
Germany

08:00 Industrial Production SA MoM/WDA Yo (Jul) -0.50%/-3.50% 1.40%/-4.10%
08:00 Trade Balance SA (Jul) 20.9b 20.4b

08:00 Exports/Imports SA MoM {Jul) 1.10%/0.70% -3.30%R,/0.40%R
France

08:45 Industrial Production MolM,/YoY [Jul) -0.30%/-0.90% 0.20%/-1.60%
08:45 Manufacturing Production MolM/YoY (Jul) /- 0.80%/-2.00%
Italy

10:00 Retail Sales MoM/YoY (Jul) -—f-— -0.20%/-1.00%
Events

14:45 Fed's Williams Gives Keynote Remarks

17:00 Fed's Waller Gives Speech on Economic Outlook

P.3



Friday, 06 September 2024

10-year
us
DE
BE
UK

1P

3y
3y
10y

Currencies
EUR/USD
UsD/IPY
GBP/USD
AUD/USD
UsD/CAD

Close
3.73
221
2.80
202

0.86

EUR
2.45
2.39
2.45

-0.03
-0.02
-0.02
-0.02

-0.02

UsD
3.35
3.24
3.27

0.0029
-0.29
0.0033
0.0016
-0.0003

GBP
3.80
362
3.58

2-year
us
DE
BE
UK

P

EUR

€5TR
Euribor-1
Euribor-3
Euribor-&

Currencies
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Close -1d Stocks Close -1d
3.74 -0.01 DOowW 4075575  -219.22
2.30 -0.03 NASDAQ 17127 66 4336
247 -0.03 MIKKEI 3652754 -12955
401 -0.02 DAX 185765 -15.35
0.38 0.00 DI eurc-50 4815.15 -33.03
-id -2d usD -id -2d
3.6620 -0.0010
3.5420 0.0060 |SOFR-1 5.1242 -0.0242
3.4700 0.0210 |SOFR-3 49483 -0.0133
3.3640 -0.0150 |SOFR-6 46028 -0.0121
Close -id Commodities Close -id
15938 0.08 CRB 27127 101
0.8430 0.0001 (Gold 254310 17.10
09377 -0.0004 |Brent 72.69 -0.01
11.3911 0.0014
11.8113 0.0208
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