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March 15 — the Ides — falls a week from this coming Sunday. But this year it’s actually two days after the ancient
Roman feast of Lupercalia (and anniversary of the death of Julius Caesar) that has the soothsayers buzzing. That's
when the Fed convenes for its next policy session, armed with the latest jobs data released earlier this morning.
The hills and dales of the Twitterverse are alive with the sound of Fedwatchers: will they or won’t they? How many
synonyms for “patient” exist in the English language? Is the labor market really Schrédinger’s Cat in disguise: tight
(5.5% unemployment) and slack (near-zero wage growth) at the same time? How these questions play out in the
days leading up to and then beyond the March 17-18 meeting will likely have a meaningful impact on the near
term course of stocks and rates.

Strong Growth, No Growth

It is always interesting to follow the chatter after the monthly BLS jobs release: which data point will “win the day”
and become the focal point of the conversation? Today’s release served up a very impressive headline number: the
overall unemployment rate fell to 5.5% and nonfarm payrolls added 295,000 jobs. That’s twelve straight months of
job creation above 200,000. The past four months represent the fastest pace of jobs growth since the late 1990s.

What looks nothing like the late ‘90s, though, is the persistently tepid pace of wage growth. One month ago we got
a brief glimpse of a green shoot here, with average wages growing 12 cents month-to-month at the end of January.
That green shoot appears to have been buried by the latest snowstorm though; wage growth was basically flat for
February and in line with the year-on-year pace of 2% that has been the norm for a while.

So which is it, strong growth or no growth? Remember that there was a time, not too long ago, when Fed guidance
on rates focused on crossing the unemployment threshold of 6.5%. Obviously that threshold has long since come
and gone. What has stayed the Fed’s hand has been softness in prices generally and wages in particular. This
month’s data fail to serve up a conclusive take on what the Fed will be inclined to do come mid-month. But one
view is coming in loud and clear: yields on the 10-year have jumped 11 basis points since the jobs data release.

Curve Balls

What is happening on the yield curve today is, in fact, somewhat counterintuitive. The spike in the 10-year yield is
of a larger magnitude than movements in the 2-year yield, which as a short term rate is more directly impacted by
Fed rate policy. The general consensus among bond market watchers has called for a continued flattening of the
curve, with short term rates rising in anticipation of the Fed, while ongoing foreign demand for intermediate- and
long-dated issues keeps a lid on yields down-curve. We think it likelier than not that today’s curve trades are more
noise than signal. With Eurozone QE firing up and foreign currencies plumbing new lows against the dollar, there
should be plenty of continuing appetite for Uncle Sam’s debt obligations.

Equities are also trending negative today, so stocks and bonds alike seem to be listening to the soothsayers and
fearing what comes after the Ides. But, as we have said here time and again, in the long run growth should trump
rates. We'll take Fed action — whether a simple removal of “patient” from the lexicon or more decisive guidance on
timing — as another signpost on the road towards growth and a reason to stay fully invested in equities.
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Investment Advisory Services offered through MV Capital Management, Inc., a Registered Investment Advisor. MV Financial
Group, Inc. and MV Capital Management, Inc. are independently owned and operated.

Please remember that past performance may not be indicative of future results. Different types of investments involve varying
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or
product (including the investments and/or investment strategies recommended or undertaken by MV Capital Management,
Inc.), or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal
any corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove
successful. Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be
reflective of current opinions or positions. Moreover, you should not assume that any discussion or information contained in
this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management,
Inc. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her
individual situation, he/she is encouraged to consult with the professional advisor of his/her choosing. MV Capital
Management, Inc. is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should
be construed as legal or accounting advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement
discussing our advisory services and fees is available for review upon request.
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