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core,  a  key  inflation  indicator  closely  watched  by  the  Fed.  Powell  

reiterated  this  week  that  the  impact  of  tariffs  on  inflation  would  be  

temporary,  a  stance  that  will  be  tested  with  the  arrival  of  new  

economic  data.

However,  it  was  Chairman  Jerome  Powell's  remarks  after  the  

meeting  that  captured  the  market's  attention.  Powell  stated  that  any  

inflation  stemming  from  former  President  Donald  Trump's  tariffs  

would  likely  be  "transitory,"  a  comment  that  markets  interpreted  as  

dovish  and  supportive  of  risk  assets. Next  week's  economic  calendar  includes  the  release  of  the  S&P  

preliminary  PMIs,  a  new  estimate  of  U.S.  GDP  growth.

Corporate  results  also  influenced  the  week's  outcome.  FedEx,  

Micron  Technology,  and  Nike  presented  financial  reports  that  were  

analyzed  by  investors.  FedEx  lowered  its  revenue  forecast  for  the  

fiscal  year  for  the  third  consecutive  quarter.  Micron  projected  a  

decline  in  its  adjusted  gross  profit  margin  for  the  current  quarter,  

suggesting  short-term  pressures  on  profitability.  Nike  reported  

earnings  of  $0.54  per  share,  down  from  $0.77  a  year  earlier,  with  

revenue  falling  9%  to  $11.3  billion.  Its  shares  fell  as  much  as  8%  in  

early  trading  Friday,  although  losses  narrowed  to  5.5%  by  the  close.  

Year-to-date,  Nike  shares  have  fallen  10%  and  continue  to  trade  

below  their  key  moving  averages.  On  the  other  hand,  Micron's  

revenue  beat  analysts'  estimates  by  2.00%,  while  its  earnings  per  

share  exceeded  expectations  by  11%.

A  key  factor  behind  the  recovery  was  the  Federal  Reserve's  

monetary  policy  decision  on  Wednesday,  which  kept  interest  rates  

unchanged,  in  line  with  expectations.  The  updated  dot  plot  reflected  

lower  GDP  growth  projections,  elevated  core  PCE  inflation  

expectations,  and  no  change  in  the  projected  path  for  interest  rates.

The  S&P  500  managed  to  enter  positive  territory,  recovering  from  

the  correction  levels  reached  the  previous  week.  At  the  close  of  the  

week,  the  S&P  500  rose  0.51%,  the  Dow  Jones  Industrial  Average  

gained  1.20% ,  and  the  Nasdaq  advanced  slightly,  up  0.17%.

Wall  Street  closed  the  week  with  a  modest  gain,  breaking  a  four-

week  losing  streak.
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of  the  fourth  quarter  and  the  February  reading  of  the  

personal  consumption  expenditures  (PCE)  price  index
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Investors  are  rotating  into  more  defensive  and  cheaper  markets.  Finally,  we  have  revised  the  healthcare  sector  upwards  to

For  the  month  of  March,  we  downgraded  the  US  to  Neutral  and  the  IT  sector  to  Underweight.  We  also  revised  Europe  upward  to  Neutral,  as

overweight  it,  as  it  is  showing  signs  of  superior  relative  profitability.

and  more  hope  about  the  Fed  supporting  any  future  economic  slowdown  is  giving  investors  some  hope.

temporary  mode.

Investors  remain  skeptical  about  the  implementation  of  Trump's  tariffs,  and  further  pressure  could  follow  the  upcoming  short-term  relief.

After  four  weeks  of  correction,  the  market  is  somewhat  stabilizing.  As  inflation  expectations  have  been  falling  in  March,

Medium-term  breadth  indicators  continue  to  deteriorate,  confirming  the  fact  that  any  rebound  that  occurs  is  of  some  kind

There  is  still  some  sector  rotation  among  IT  companies,  which  is  hurting  the  expensive  US  market  more  than  the  rest.
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Employment  is  slowly  deteriorating

Chart  1:  US  monthly  non-farm  payrolls  (151k)

Since  2023,  the  monthly  average  has  moderated  to  approximately  180,000  jobs,  approaching  the  pre-pandemic  average  level  (Chart  1).  However,  examining  
the  data  for  the  most  recent  six  months  reveals  a  notable  slowdown  in  payroll  growth.  This  recent  cooling  trend  suggests  that  the  economy  may  be  approaching  a  more  
normalized  growth  pattern  following  the  exceptional  post-pandemic  rebound,  potentially  reflecting  the  impact  of  higher  interest  rates,  less  fiscal  support,  and  a  natural  
moderation  as  the  labor  market  reaches  a  more  mature  phase  of  the  business  cycle.  Nonfarm  payrolls  came  in  below  expectations  in  February:  151,000  jobs,  while  
analysts  had  expected  a  range  of  160,000  to  200,000.  This  moderate  increase  was  accompanied  by  a  rise  in  the  unemployment  rate  to  4.1%,  a  level  that  could  have  
risen  to  4.3%  had  the  labor  force  not  been  sharply  boosted.

Looking  at  the  evolution  of  US  nonfarm  payrolls,  we  can  clearly  see  that  several  phases  have  occurred  since  the  COVID  period.  From  2018  to  2020,  average  monthly  
payroll  growth  remained  relatively  stable  at  around  190,000  jobs  per  month  (Chart  1).  This  represents  what  would  be  considered  a  healthy  labor  market  during  a  
mature  economic  expansion,  with  steady  but  not  extraordinary  growth.  The  COVID  period  provided  a  historic  movement  of  dips  and  peaks  due  to  the  extraordinary  
situation  the  world  has  faced.  This  period  reflects  both  the  unique  nature  of  the  pandemic  recession,  in  which  many  job  losses  were  temporary  and  not  structural,  and  
the  massive  fiscal  and  monetary  stimulus  that  supported  a  rapid  economic  recovery.

THE  TOPIC  OF  THE  WEEK

Source:  Sentosa  &  Co,  Altitude  ISFor  Recipient  Use  Only  -  This  presentation  is  not  
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Chart  3:  Number  of  hours  worked  per  weekChart  2:  US  Employment  by  Establishment  and  Household
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employers  without  resorting  to  layoffs,  which  could  indicate  a  decrease  in  demand  or  economic  uncertainty.  These  two  factors,  considered  together,  draw

portend  a  more  pronounced  economic  slowdown  in  the  near  future.

has  fallen  to  a  worrying  level  (Chart  3).  This  reduction  in  working  hours  can  be  interpreted  as  a  cut  in  labour  costs  by  the

On  the  downside,  the  latest  labor  market  data  reveal  worrying  trends  that  highlight  a  weakening  employment  dynamic.  Workers
Part-time  jobs  are  on  the  rise,  this  trend  usually  indicates  that  full-time  opportunities  are  becoming  scarcer,  forcing  workers  to  accept

million  individuals  to  the  labor  force  statistics.  This  correction  takes  into  account  the  previously  underreported  influx  of  legal  and  illegal  immigrants.
underestimation  that  has  been  prevalent  over  the  past  three  years  (Chart  2).  In  January  2025,  the  Bureau  of  Labor  Statistics  (BLS)  made  a  substantial  adjustment  incorporating  8
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Consequently,  the  revised  data  reveal  that  employment  in  the  United  States  experienced  vigorous  growth  between  2022  and  2024.

The  labor  force  exhibits  subtle  but  significant  indicators  of  fragility.  A  positive  aspect  of  the  analysis  is  the  recent  revision  of  the  household  survey,  which  has  rectified  the
Investors  should  stop  worrying  about  inflation  and  focus  on  the  nuances  of  the  US  labor  market.  Although  superficially  robust,  the  market

The  labor  market  is  experiencing  subtle  but  significant  tensions.  Investors  and  policymakers  should  closely  monitor  these  trends,  as  they  may

involuntarily  reduced  hours.  This  change  usually  precedes  a  greater  weakness  in  the  labor  market.  The  average  number  of  hours  worked  has  then

a  labor  market  that  is  losing  momentum.  While  the  headline  unemployment  figures  may  still  look  favorable,  these  underlying  indicators  suggest  that
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global  labor  force,  has  been  responsible  for  20%  of  new  hires  in  the  last  two  years.  This  disproportionate  contribution  suggests  that  the  current  reduction  in  employment
in  the  public  sector  could  have  a  significant  impact  on  the  overall  dynamics  of  the  labor  market,  indirectly  affecting  economic  growth,  government  spending,

Since  the  beginning  of  2025,  some  113,000  American  civil  servants  have  left  their  jobs,  according  to  the  latest  estimates  from  the  U.S.  Department  of  Labor's  layoff  counter.

jobs  respectively,  possibly  reflecting  changes  in  consumer  behavior  or  economic  pressures.  A  significant  fact  is  the  remarkable

Chart  4:  DOGE  Layoffs
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decline  in  public  sector  employment.  Federal  employment  has  decreased  by  10,000  jobs,  primarily  due  to  the  implementation  of  a  pay  freeze.

The  impact  of  this  contraction  in  the  public  sector  could  be  more  substantial  than  initially  apparent.  Although  federal  employment  constitutes  only  10%  of  the  market
Government  (Chart  4).  This  trend  is  expected  to  accelerate,  with  new  departures  planned  for  March  and  the  implementation  of  a  staff  reduction  plan  in  the  coming  months.

However,  sectors  closely  linked  to  discretionary  consumption  are  showing  vulnerability.  The  retail  and  leisure  sectors  have  lost  6,000  and  16,000  jobs.

hiring  and  the  initial  job  cuts  by  the  Department  of  Government  Efficiency  (DOGE).

clear  signs  of  contraction.  Healthcare,  transportation,  and  financial  services  continue  to  show  strength,  potentially  due  to  ongoing  demand  and  structural  factors.
The  US  labor  market  is  experiencing  a  notable  divergence  across  sectors,  with  some  areas  maintaining  their  resilience  while  others  show

6

consumers  and  short-  and  medium-term  fiscal  policy.

Treasury
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The  performance  of  DOGE  is  having  a  strong  negative  impact
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worrying  low  point.  Not  since  2012  have  so  many  households  anticipated  a  deterioration  in  employment  opportunities  (Chart  6).  Once  again,  these

The  actions  of  the  Department  of  Government  Efficiency  (DOGE)  are  having  far-reaching  consequences  for  worker  confidence  across  the  United  States.

Small  private  sector  businesses  are  being  forced  to  implement  substantial  layoffs.  Small  businesses  play  a  crucial  role  in  the  labor  market.

Pessimistic  outlook  suggests  a  significant  shift  in  worker  confidence,  which  could  influence  consumer  behavior  and  growth.

Chart  6:  Consumer  Confidence:  Fewer  Jobs  in  the  Next  6  Months
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82%

jobs  in  the  economy  (Chart  5).  This  underscores  their  importance  as  drivers  of  job  creation  and  economic  growth.

The  effects  are  not  limited  to  federal  employees,  but  are  impacting  the  labor  market  as  a  whole.  This  widespread  impact  is  reflected  in  household  sentiment.
Regarding  the  labor  market  outlook.  Current  data  indicate  that  household  expectations  about  labor  market  conditions  have  reached  a
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American,  as  they  represent  a  disproportionate  share  of  employment.  In  the  last  25  years,  small  businesses  have  generated  more  than  80%  of  all  new  jobs.

short-term  economic.

Subcontractors,  especially  in  the  service  sector,  are  experiencing  significant  pressure  due  to  current  government  initiatives.  As  a  result,  these
The  impact  of  government  policies  on  employment  goes  beyond  direct  federal  jobs,  creating  a  ripple  effect  throughout  the  economy.

Chart  5:  Employment  by  company  size:  S&P  500  (18%);  Other  (82%)

Subcontractors  also  suffer  indirectly
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The  market  now  firmly  believes  that  the  economy  will  not  enter  a  recession  and  that  the  Fed  will  have  the  ability  to  stabilize  the  economic  slowdown.  The  fact  that  China  is  entering  a  bull  market  (Chart  7),  that  the  

banking  sector  is  entering  a  phase  of  long-term  outperformance  (Chart  8) ,  and  that  credit  spreads  on  speculative  bonds  remain  well  below  their  long-term  average  (Chart  9)  demonstrates  that  the  market  is  

not  currently  expecting  any  signs  of  a  recession.

As  much  as  investors  are  beginning  to  worry  about  a  stagflationary  scenario,  an  economic  slowdown  could  reduce  inflationary  pressures  in  the  near  future  and  allow  the  Fed  more  room  to  lower  rates  if  necessary.  If  the  

deterioration  in  the  labor  market  accelerates,  the  US  central  bank  will  have  to  be  much  more  accommodative.  This  is  where  the  Fed  will  have  to  demonstrate  that  it  is  capable  of  acting  forcefully  and  that  it  is  not  behind  
the  curve.
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Chart  8:  Banks  Vs.  MSCI  World
Chart  9:  Credit  Spread:  High  Yield  (326bps);

Chart  7:  MSCI  China

The  Federal  Reserve  as  a  Market  Catalyst  For  the  time  being,  

the  Federal  Reserve  is  closely  monitoring  these  developments,  but  is  obliged  to  prioritize  its  other  mandate:  fighting  inflation.  Therefore,  it  continues  to  communicate  that  it  has  no  intention  of  
significantly  lowering  its  benchmark  rates  in  the  coming  months  unless  economic  activity  weakens.  At  the  end  of  his  last  monetary  policy  meeting  on  Wednesday,  Jerome  Powell  reiterated  the  
complexity  of  the  situation:  the  Fed  will  balance  the  upside  risk  of  inflation  and  the  downside  risk  of  growth,  either  by  keeping  rates  at  the  same  level  or  by  easing  them  to  support  activity.

THE  TOPIC  OF  THE  WEEK
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interests  in  the  investments  described  herein  and/or  be  bound  by  subscription  commitments  to  such  investments.  In  On  Capital  does  not  guarantee  the  suitability  of  the

prior  notice.  This  content  is  intended  only  for  recipients  who  understand  the  risks  involved  and  can  assume  them.  Before  entering  into  any  transaction,  recipients  should  determine  

whether  the  product  or  investment  product  mentioned  in  the  content  is  appropriate  for  their  particular  circumstances  and  should  ensure  they  evaluate

independently  (with  their  professional  advisors)  the  specific  risks  and  legal,  tax  and  accounting  consequences  and  eligibility  conditions  for  any  purchase,  holding  or  sale  of  securities  

or  investment  products  mentioned  in  the  content.  In  On  Capital,  its  directors,  representatives,  employees,  agents  or  shareholders  may  have

9

acquire  or  sell  rights  to  securities  or  investment  products  or  be  part  of  any  transaction  of  any  kind,  in  particular  with  any  recipient  other  than  a

applicable  local  regulations.  In  On  Capital,  SA  is  an  entity  regulated  and  supervised  by  the  Panamanian  Securities  Market  Superintendency  (SMV)  296/2014.

This  content.  The  ongoing  information,  reviews,  and  evaluations  in  this  document  apply  at  the  time  of  publication  and  may  be  revoked  or  modified  without  notice.

In  On  Capital,  SA  makes  this  content  available  for  informational  purposes  only  and  without  the  intention  of  constituting  a  solicitation  or  offer,  recommendation  or  advice  for

for  any  other  purpose.  It  is  not  intended  for  distribution  to,  or  use  by,  individuals  or  legal  entities  that  are  nationals  of  any  country,  or  is  subject  to  the  jurisdiction  of  any  jurisdiction  whose  

laws  or  regulations  prohibit  such  distribution  or  use.  While  In  On  Capital  will  endeavor  to  obtain  information  from  sources  that

In  On  Capital,  its  directors,  representatives,  employees,  agents  or  shareholders  do  not  assume  any  responsibility  for  this  content  and  do  not  offer  any

Qualified,  authorized,  eligible,  and/or  professional  investor.  This  content  is  for  the  exclusive  use  of  the  recipient  and  may  not  be  communicated,  printed,  downloaded,  used,  or  reproduced.

guarantee.  The  data  mentioned  is  accurate,  complete,  or  reliable.  Therefore,  In  On  Capital  assumes  no  liability  for  any  loss  resulting  from  the  use  of

may  not  be  available  in  all  jurisdictions  or  to  all  recipients.  Recipients  must  comply  with  all  applicable  laws  and  regulations.  This  document  is  not  intended  to  provide  services,  securities  

and/or  investment  products  in  countries  or  jurisdictions  where  such  an  offer  would  be  unlawful  under  the  laws  and  regulations.

Information,  notices,  or  securities  and  investment  products  mentioned.  Historical  performance  data  for  securities  and  investment  products  or  underlying  assets  is  not  an  organizational  

unit  responsible  for  financial  research.  In  On  Capital  is  subject  to  separate  regulatory  requirements,  and  certain  services,  securities,  and/or  investment  products

Legal  Notice
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