
GROUNDHOG DAY FOR THE BOND
MARKET
Kevin Flanagan — Head of Fixed Income Strategy

02/07/2024

This past Friday was Groundhog Day, and Punxsutawney Phil did not see his shadow, which means early spring rather
than six more weeks of winter. However, his success rate is apparently only 40%. Still, that’s better than a baseball player,
where a 30% success rate puts you in the All-Star game. After the release of the January Employment Situation report, it
must have felt like Groundhog Day for the U.S. Treasury (UST) market.

What exactly do I mean by my last statement? Well, a year ago, the money and bond markets were anticipating an
imminent recession and counting on weakening labor market data to do the job for it (no pun intended). Heading into
2024, a similar narrative has been adopted, with expected softening in the jobs data leading the way to either a
recession or a very sluggish growth setting, at a minimum. It’s only one month into the new year, but you get the feeling
it could be happening all over again.

Once again, I want to reiterate that we only have one month’s worth of data for 2024, and the January jobs report did
contain revisions to both the household and establishment surveys. Sometimes, these annual revisions can make
comparisons a little murky. However, there is one area where these revisions occurred that does bear closer scrutiny: job
growth.

U.S. Total Nonfarm Payrolls—3-Month Moving Average

Specifically, I am referring to the adjustments to total nonfarm payrolls, where comparisons can be made to what was
originally reported versus the “new” numbers. Heading into the January release, there had been some conjecture that
the annual revisions could potentially reveal a slower pace of new job creation. Taking a look at the final six months of
2023, just the opposite occurred. The average monthly gain in payrolls was revised up by 27,000.

But, what I really wanted to call your attention to was what transpired in the final three months of last year, using the
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three-month moving average as our guide. Typically, using the three-month moving average gauge, you can smooth out
any monthly volatility and theoretically get a more accurate picture of ongoing trends. As you can see in the above bar
chart, the pace of new job creation post-revisions is now noticeably above the original levels. For December, the
difference is rather striking as the increase now is pegged at +227,000, or more than 60,000 above the original tally of
+165,000. This is a potentially important development because it shows how the momentum in job growth was picking
up steam to end 2023, rather than just holding status quo as was first reported. In addition, it looks as if this momentum
was carried into the first month of the new year as the three-month moving average for January rose by over 60,000
again to +289,000.

Conclusion

Once again, it is still early, and I don’t want to get overly excited about one month’s worth of data. However, these are
the results both the UST market and the Fed are now presented with. At a minimum, it seems reasonable to conclude
that this jobs report, at least at this time, will more than likely confirm Powell’s “base case” of no rate cut in March.

 

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 Blogs

+ Fed Watch: Not So Fast, My Friend

+ The New Rate Regime: Playing for Rate Cuts

+ The New Rate Regime: Income without the Volatility

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

Treasury  : Debt obligation issued by the U.S. government with payments of principal and interest backed by the full faith
and credit of the U.S. government.

Bond market  : The bond market—often called the debt market, fixed-income market, or credit market—is the collective
name given to all trades and issues of debt securities. Governments typically issue bonds in order to raise capital to pay
down debts or fund infrastructural improvements.

Recession  : two consecutive quarters of negative GDP growth, characterized generally by a slowing economy and
higher unemploymen.

Nonfarm Payroll  : Measures the number of workers in the U.S. except those in farming, private households, proprietors,
non-profit employees, and active military.

Volatility  : A measure of the dispersion of actual returns around a particular average level.&nbsp.

Federal Reserve  : The Federal Reserve System is the central banking system of the United States.
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