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Fed’s Powell: “Picture Is Plain to See: The Labor Market Is Extremely Tight…Inflation is Much Too High”
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Fed Faces 40-Year Fast Inflation, 50-Year Low Unemployment
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Fastest Since 1981

US Unemployment Rate
Lowest Since 1969
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Real GDP Growth (QoQ, SAAR, Percent)

Sources: Bureau of Economic Analysis, Stifel

2Q GDP Declines as Inflation Overwhelms and Higher Rates Take a Toll
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2Q GDP Declines as Inflation Overwhelms and Higher Rates Take a Toll

Nominal GDP Growth (QoQ, SAAR, Percent) GDP Price Index (QoQ, SAAR, Percent)
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Inflation Erodes Strong Nominal Gains in Some Categories

Personal Consumption – Nominal Versus Real Government Consumption – Nominal Versus Real
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Interest Rate-Sensitive Categories Highlight Impact of Higher Rates
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Labor Market Hotter Than Expected Again in July

Monthly Nonfarm Payroll Growth vs Expected  |  Job Growth Outpaces Declining Expectations

Total Nonfarm Payrolls |  Full Recovery of Lost Jobs 27 Months Later
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Residual Damage to Labor Market Remains in Service Sector and Education 

Service Sector Payrolls (Change from February 2020) Education Payrolls (Change from February 2020)
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Unemployment Rate Now Below Pre-Pandemic Level
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Traditional Metrics Show Increasingly Tighter Labor Supply
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Imbalance Between Labor Demand and Labor Supply Biggest Post-Pandemic Challenge
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Wave of Retirements Results in Loss of 2 Million Workers
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Fed’s Preferred Core PCE and Drivers of Inflation

Sources: BLS, BEA, Census Bureau, Stifel

Economic Imbalances Have Resulted in Inflation from Every Corner
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Headline and Core CPI (Year-over-Year)

Sources: Bureau of Labor Statistics, Stifel

Headline CPI Climbs at Fastest Rate Since 1981 |  Nascent Evidence of Slowing in July
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Energy CPI
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Food and Energy Prices Mixed in July  |  Energy Pulls Back While Food Continues Higher
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Core Inflation Rises at Slowest Pace in 10 Months
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Raw Industrials Still Elevated but Decline 14%

Sources: CRB, Bureau of Labor Statistics, Bloomberg, Stifel

Reasons for Optimism - Commodity Prices Portend Easing of Some Cost Pressures

CRB Foodstuff Prices and Food-at-Home CPI
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Inflation’s Impact: Inflation Weighing on Economic Activity According to PMIs
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Inflation’s Impact  |  Fed Hikes 225 Basis Points in 4 Months, Fastest Liftoff in 40 Years
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Treasury Yields  |  Yields Shoot Higher as Inflation Proves Non-Transitory
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Curve Inverts on Rising Inflation, Strong Labor Reports, Hawkish Fed Response, and Recession Fears

Sources: Bloomberg, Stifel

Treasury Yields  |  10-Year Pivots While 2-Year Grinds Higher
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Treasury Yields  |  Yield Curve Rapidly Inverts to Deepest Inversion Since 2000
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Treasury Trends During Interest Rate Cycles  |  Modern Fed Era Cycles
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Treasury Trends During Interest Rate Cycles  |  1978-1982 Cycles
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Dollar up 15 Percent Year-over-Year As Fed Leads Other Central Banks in the Pace of Tightening

Sources: Bureau of Labor Statistics, Bloomberg, Stifel
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Forward Rates Imply Goldilocks Scenario

Fed Funds Futures  |  1H23 Peak Then Decline Forward Curve  |  Short-End Higher Before Dropping
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Disclaimer
This material is prepared by the Fixed Income Department of Stifel Nicolaus & Co (“Stifel”) and intended for Institutional Use Only and is not intended for use by
retail clients. The information contained herein has been prepared solely for informational purposes and is not an offer to buy or sell or a solicitation of an offer
to buy or sell any security or instrument or to participate in any trading strategy. Your decision to invest in any security or instrument, liquidate or hold a current
position should be made after consultation with legal, tax and accounting professionals in light of your own profile, investment strategy, and risk tolerance.

All materials, including proposed terms and conditions, are indicative and for discussion purposes only. Finalized terms and conditions are subject to further
discussion and negotiation and will be evidenced by a formal agreement. Opinions expressed are current as of the date of this publication and are subject to
change without notice and may differ from those of the Fixed Income Research Department or other departments that produce similar material. The
information contained herein is confidential. By accepting this information, the recipient agrees that it will, and it will cause its directors, partners, officers,
employees and representatives to use the information only to evaluate its potential interest in the strategies described herein and for no other purpose and will
not divulge any such information to any other party. Any reproduction of this information, in whole or in part, is prohibited. Except in so far as required to do so
to comply with applicable law or regulation, express or implied, no warranty whatsoever, including but not limited to, warranties as to quality, accuracy,
performance, timeliness, continued availability or completeness of any information contained herein is made. Any historical price(s) or value(s) are also only as
of the date indicated.

Stifel does not provide accounting, tax or legal advice; however, you should be aware that any proposed indicative transaction could have accounting, tax, legal
or other implications that should be discussed with your advisors and or counsel. The materials should not be relied upon for the maintenance of your books
and records or for any tax, accounting, legal or other purposes. In addition, we mutually agree that, subject to applicable law, you may disclose any and all
aspects of any potential transaction or structure described herein that are necessary to support any U.S. federal income tax benefits, without Stifel imposing
any limitation of any kind.

Stifel shall have no liability, contingent or otherwise, to the user or to third parties, or any responsibility whatsoever, for the correctness, quality, accuracy,
timeliness, pricing, reliability, performance or completeness of the data or formulae provided herein or for any other aspect of the performance of this material.
In no event will Stifel be liable for any special, indirect, incidental or consequential damages which may be incurred or experienced on account of the user using
the data provided herein or this material.

Stifel Nicolaus & Co is a broker-dealer registered with the United States Securities and Exchange Commission and is a member FINRA, NYSE & SIPC. © 2022
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