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Time EST  Indicator For Actual*  Estimate**  Consensus***  Previous Period****

08:15 AM  ADP Employment Change Jul 1 219k 185k 186k 181k Rt

09:45 AM  Markit US Manufacturing PMI Jul F l 55.3 55.5 55.5 55.5

10:00 AM  Construction Spending MoM Jun | -11% 0.2% 0.3% 1.3% R7

10:00 AM  ISM Manufacturing Jul l 58.1 59.5 59.4 60.2

14:00 PM  FOMC Rate Decision (Upper Bound) 01-Aug 2.00% 2.00% 2.00%

14:00 PM  FOMC Rate Decision (Lower Bound) 01-Aug 1.75% 1.75% 1.75%
Wards Total Vehicle Sales Jul 17.1m 17.0m 17.38m

* T indicates stronger than Consensus estimated, lindicates weaker than Consensus estimated, = indicates in-line with Consensus Estimated
**Estimate from Bank of the West Economics

***Consensus from Bloomberg

****Pmeans prior reading revised up, | means prior reading revised down

FOMC Statement Today — Labor Market Continues To Impress

The Fed is not expected to raise interest rates today when it wraps up its meeting this afternoon but its policy
statement could drop a hint that another one is likely to come soon. We think it will be the next Federal Open
Market Committee (FOMC) Meeting on September 26th. The announcement comes at a time of considerable
debate over how many more rate increases the central bank will need to initiate before a pause, given the
flattening of the Treasury yield curve and growing downside risks from trade frictions.

Meanwhile, the ADP employment report confirmed that labor market strength extended into July. But bigger
than expected declines in the ISM manufacturing index and construction spending report this morning, highlight
the risks of overdoing it on interest rate hikes.

The ADP employment report surprised to the upside today with an increase of 219,000 private sector jobs in July,
above the consensus estimate of 186,000. Furthermore, June was revised up by 4,000 to 181,000, underscoring
the continued strength in the labor market. The sectors with the biggest contributions were education and health
services (+48,000), professional and business services (+47,000) and leisure and hospitality (+37,000). The only
industry subtracting from job growth was information (-1,000). We're expecting an above consensus increase of
195,000 nonfarm payrolls when the Bureau of Labor Statistics releases the official employment numbers on
Friday.

The ISM manufacturing index deteriorated more than expected to 58.1 in July from 60.2 in June. This was below
the consensus view of 59.4. The new orders index dropped back to a still solid 60.2 from 63.5 last month, though
this was the weakest level for this component since May 2017, suggesting that an escalating trade war could
already be dampening the outlook for U.S. manufacturers. Supplier deliveries and backlog of orders also dropped
sharply last month. Despite the decline, economic activity in the manufacturing sector expanded for the 111"
straight month.

Construction spending also surprised on the downside in June, declining 1.1% from an upwardly revised 1.3% gain
in May. Declines were pervasive with residential construction dropping 0.5% and nonresidential construction
decreasing 1.6%. Moreover, private and public construction declined 0.4% and 3.5% respectively. On a three
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month annualized basis total construction spending peaked in February at 16.2%, but has slipped to 7.7% as of
June.

U.S. stocks are modestly lower this morning as trade war fears resurface with the President threatening to raise
the tariff on an additional $200B of Chinese imports to 25% from the currently proposed 10%. China pledges
more retaliation in response. The Dow and the S&P 500 are down 0.20% and 0.07% respectively, while the
NASDAQ is up 0.33% after Apples strong earnings release last night. Declines in the S&P 500 today are being led
by energy, industrials, and utilities stocks.

Treasury yields are up sharply today with the largest increases at the long-end of the curve. The Treasury
Department made their quarterly refunding announcement today, pledging to increase their long-term debt sales
to $78B this quarter while leaning more heavily on maturities out to five years. The 10-Year Treasury yield broke
the 3.0% yield barrier earlier today but is currently trading at 2.991, up 3.2 basis points from Tuesday. The 2-10
Treasury spread is 32.0, up 2.8 basis points from yesterday. The futures market probability of another Fed funds
rate hike in September is 80.2%, down from 82.5% yesterday.

The U.S. dollar is up slightly against the major currencies today. The Bloomberg dollar spot index is up 0.13% from
yesterday’s close. The U.S. dollar is gaining the most against the euro, Australian dollar, and Korean won today.
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