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VWhat You Need to Know

How are we thinking about the
August U.S. jobs report?

While the nonfarm payroll data for August painted a picture of a distinctly
softening U.S. economy, the report did not confirm beyond a reasonable doubt that
the Federal Reserve needs to be easing by 50 basis points. Headline job growthin
August came in slightly below expectations (+142k vs. +165k), but the more notable
elements of the report were broad downward revisions to prior months (-85k net).
Given the revisions, we are now seeing a picture where headline job growth has
been below 125k in four of the last five months, and a three-month moving average
payroll growth (+116k) is the slowest since 2012. Remember we are using 2.5% GDP
growth this year, but our second half estimate for growth is 1.5% versus 3.0% for the
first half, so we have been forecasting a slowing growth environment.

What do we think this means for markets? Overall, we think this report, once
economists parse through the numbers, will not be as negatively perceived as
some were thinking. To be sure, while negative revisions are noteworthy, our
overall message remains the Fed needs to move aggressively, but we are not sure
that includes 50 basis points to start - especially since financial conditions are still
quite favorable. In the past, 50 basis point easings to start a cycle usually included
wider credit spreads and higher unemployment rates. For stocks we still see some
downward cyclical pressure in September. We see bonds appreciating a touch, and
we expect modest dollar weakness. Our major themes remain intact. Focus on
productivity, the Security of Everything, the surge in Al energy demand - and how
it will be met, and collateral-based cash flows.
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KEY TRENDS IN THE DATA

While the biggest headlines will likely center on the
142,000 jobs reported this month, slightly below con-
sensus of +165k though up from +89k (downwardly
revised) in July, the mostimportant insight is that with
revisions from prior months, we have now been below
125,000 every month except one since April. Importantly,
a stagnant labor market (i.e., one in which hires, quits,
and turnover are at low levels) means that slower labor
demand will increasingly be reflected in weaker headline
data. What makes us feel better is that claims/layoffs are
not spiking the way they do in a ‘typical’ U.S. downturn.

At the sector level, some cyclical areas also started
showing more overt softness, including negative
readings from manufacturing (-24k), retail (-11k), and
information (-7k). Furthermore, the contribution from
government jobs remained positive (+24k), but we saw
notable downward revisions to prior months (Jun-Jul
revised down by a cumulative -24k).

The headline story about the job market remains largely
the same: government jobs (24,000), healthcare/
education (47,000), and travel/leisure (46,000), which
collectively represented 82% of total job growth, are
driving the employment growth, but overall trends

are clearly moderating. The fact we have spent 20

of the past 21 months with an ISM below 50 is clearly
impacting the goods sector, with manufacturing jobs
falling 24,000 (and representing the worst sector in
the economy). That said, construction jobs jumped to
34,000, up from 13,000 the prior month, and of the
three super sectors mentioned above, the private
sector was more influential to growth this month than
the government. Also, technology, which saw a 15,000-
job loss last month, fell just 1,000 in August.

Other areas of focus include:

* Participation held flat at 62.7% and remains about
70 basis points below pre-COVID levels. That said,
we think a surge in immigration is boosting labor
availability for low-skill roles, which is creating a
more disinflationary labor market backdrop.

* Private payrolls (+118k, up from a revised +74k in July)
remain subdued and are actually at their lowest level
on a 3-month moving average basis since 2012 at

just +96k. By contrast, the 6-month moving average
figure of +139k looks healthier, and in the range of the
mid-cycle slowdown seen in 2018/2019. Our bottom
line is that the labor market is still not behaving the
way it does during a severe downturn, but the data
remains noisy, so policymakers are under more
pressure to manage downside risks to growth.

* Services drove nearly all private job gains in August
(+108k, up from +54k last month), and growth was
concentrated in just two categories: Education and
Healthcare (+47k) and Leisure & Hospitality (+46k).
Meanwhile, temporary help services employment
continues to contract (-3k).

* Goods producing payrolls added +10k jobs, with
solid gains in Construction (+34k). Meanwhile,
Manufacturing jobs dropped by -24k. Overall, we
think the Construction employment picture remains
a bright spot relative to the weak data on residential
activity in recent months.

* Month-over-month wage growth picked up to +0.4%
m/m from +0.3% m/m in July, while the year-over-
year measure rose to +3.8% from +3.7%. Improving
productivity supports our view that the U.S. can
sustain wage growth in the 3-4% range this cycle
even as Core CPI settles in the 2.5% range, which will
give policymakers more confidence that the labor
market is no longer contributing to inflation.

While the biggest headlines
will likely center on the 142,000
jobs reported this month,
slightly below consensus of
+165k though up from +89k
(downwardly revised) in July,
the mostimportantinsight

is that with revisions from
prior months, we have now
been below 125,000 every
month except one since April.
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Exhibit 1: Education & Healthcare, Leisure & Hospitality,
and Construction Drove Nearly All of August's Headline
Job Gains
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Data as at August 31, 2024. Source: Bureau of Labor Statistics, KKR
Global Macro & Asset Allocation analysis.

Exhibit 2: The Headline Unemployment Rate Fell Slightly
To 4.2%
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Data as at August 31, 2024. Source: Bureau of Labor Statistics, KKR
Global Macro & Asset Allocation analysis.

Importantly, a stagnant labor
market (i.e., one in which hires,
quits, and turnover are at low
levels) means that slower labor
demand wiill increasingly be
reflected in weaker headline
data. What makes us feel
better is that claims/layoffs are
not spiking the way they do in
a ‘typical” U.S. downturn.



Important Information

The views expressed in this presentation are the personal views of Henry
McVey of Kohlberg Kravis Roberts & Co. L.P. (together with its affiliates,
“KKR") and do not necessarily reflect the views of KKR itself or any
investment professional at KKR. This presentation is not research and
should not be treated as research. This presentation does not represent
valuation judgments with respect to any financial instrument, issuer,
security or sector that may be described or referenced herein and does not
represent a formal or official view of KKR. This presentation is not intended
to, and does not, relate specifically to any investment strategy or product
that KKR offers. Itis being provided merely to provide a framework to
assistin the implementation of an investor’s own analysis and an investor’s
own views on the topic discussed herein.

The views expressed reflect the current views of Mr. McVey as of the date
hereof and neither Mr. McVey nor KKR undertakes to advise you of any
changes in the views expressed herein. References to “we”, “us,” and “our”
refer to Mr. McVey and/or KKR's Global Macro and Asset Allocation team,
as context requires, and not of KKR. Opinions or statements regarding
financial market trends are based on current market conditions and are
subject to change without notice. References to a target portfolio and
allocations of such a portfolio refer to a hypothetical allocation of assets and
not an actual portfolio. The views expressed herein and discussion of any
target portfolio or allocations may not be reflected in the strategies and
products that KKR offers or invests, including strategies and products to
which Mr. McVey provides investment advice to or on behalf of KKR. It
should not be assumed that Mr. McVey has made or will make investment
recommendations in the future that are consistent with the views
expressed herein, or use any or all of the techniques or methods of analysis
described herein in managing client or proprietary accounts. Further, Mr.
McVey may make investment recommendations and KKR and its affiliates
may have positions (long or short) or engage in securities transactions that
are not consistent with the information and views expressed in this
document.

This presentation has been prepared solely for informational purposes. The
information contained herein is only as current as of the date indicated, and
may be superseded by subsequent market events or for other reasons.
Charts and graphs provided herein are for illustrative purposes only. The
information in this presentation has been developed internally and/or
obtained from sources believed to be reliable; however, neither KKR nor Mr.
McVey guarantees the accuracy, adequacy or completeness of such
information. Nothing contained herein constitutes investment, legal, tax or
other advice nor is it to be relied on in making an investment or other decision.

KKR

Kohlberg Kravis Roberts & Co. L.P.
30 Hudson Yards

New York, New York 10001

+1(212) 750.8300

www.kkr.com

There can be no assurance that an investment strategy will be successful.
Historic market trends are not reliable indicators of actual future market
behavior or future performance of any particular investment which may
differ materially, and should not be relied upon as such. Target allocations
contained herein are subject to change. There is no assurance that the
target allocations will be achieved, and actual allocations may be significant-
ly different than that shown here. This presentation should not be viewed
as a current or past recommendation or a solicitation of an offer to buy or
sellany securities or to adopt any investment strategy.

The information in this presentation may contain projections or other
forward-looking statements regarding future events, targets, forecasts or
expectations regarding the strategies described herein, and is only current
as of the date indicated. There is no assurance that such events or targets
will be achieved, and may be significantly different from that shown here.
The information in this presentation, including statements concerning
financial market trends, is based on current market conditions, which will
fluctuate and may be superseded by subsequent market events or for
other reasons. Performance of all cited indices is calculated on a total return
basis with dividends reinvested. The indices do notinclude any expenses,
fees or charges and are unmanaged and should not be considered
investments.

The investment strategy and themes discussed herein may be unsuitable
for investors depending on their specific investment objectives and
financial situation. Please note that changes in the rate of exchange of a
currency may affect the value, price or income of an investment adversely.

Neither KKR nor Mr. McVey assumes any duty to, nor undertakes to update
forward looking statements. No representation or warranty, express or
implied, is made or given by or on behalf of KKR, Mr. McVey or any other
person as to the accuracy and completeness or fairness of the information
contained in this presentation, and no responsibility or liability is accepted
for any such information. By accepting this presentation in its entirety, the
recipient acknowledges its understanding and acceptance of the foregoing
statement.

The MSCl sourced information in this presentation is the exclusive property
of MSClInc. (MSCI). MSCI makes no express or implied warranties or
representations and shall have no liability whatsoever with respect to any
MSCI data contained herein. The MSCl data may not be further redistributed
or used as a basis for other indices or any securities or financial products.
This reportis not approved, reviewed or produced by MSCI.
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