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The Fed'’s high-wire act
continues

Friday’s US payroll data continues to paint a picture of the
economy cooling, but not collapsing. In one sense, the Federal
Reserve is conducting a high-wire balancing act: Slow the
economy enough to kill the inflationary pressures, but not so
much that it kills the economy.

The thing about high-wire acts is that you can't sprint across the wire to the other side.
Rather, it's a delicate process that takes time. That is challenging when you have a
market that loves to magnify each miniscule movement—Qoh, the balance pole tilted
left, it's a recession! Ahh, the balance pole tilted right, inflation is accelerating!

The thing about soft landings is that they are uncomfortable, but a recession is painful.
Soft landings imply sub-trend growth, i.e., a growth recession. In that environment,
unemployment increases, but at a slower rate than in a recession.

At Aegon Asset Management, we continue to believe that we are experiencing a much-
needed cooling phase. Some key points from Friday's labor data illustrate this:

e Overall, the annualized 3-month rate of growth in the labor market is a little over
1%. If sustained, (which is a big if), that is supportive of 1.5% to 2.0% growth.

e Overall, 71% of the labor force is the private payrolls excluding healthcare. This
is the cyclical part of the labor market and is growing at about a 0.7% annualized
rate. That's not great, but not disaster either.

* The annualized labor income proxy in real terms is growing +/- 2% over 3-month,
6-month and year-over-year time frames. That is supportive of moderate
consumption growth, which is the largest part of the US ecanomy.
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Labor income proxy

3-month annualized rate, deflated by core PCE
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Sources: Bureau of Labor Statistics, Haver Analytics. Data as of September 2024.

We expect the broad economic data will continue to paint a picture of a cooling
economy. However, we don't yet see the risk of collapse as so big that the Fed
needs to signal concern with a 50-basis point (bps) cut at its meeting on September

18. Instead, a "dovish 25" bps cut gets the ball rolling, while keeping optionality
(something the Fed loves to have).

Such an approach from the Fed would mean that short-term rates could continue their
strength as every meeting would become a live meeting for a potential super-sized
cut. Longer-term rates are reflecting a higher probability of recession than we would
assign, but we expect some volatility as the economy navigates the Fed's high-wire
act. Continued curve steepening is the most obvious conseguence and we expect

longer-term rates to have limited room to rally unless the data turns down more
sharply.

We expect the
broad economic
data will
continue to paint
a picture of a
cooling economy.



YLEGON

Asset Management

Disclosures

This material is provided by Aegon Asset Management (Aegon
AM) as general information and is intended exclusively for
institutional and wholesale investors, as well as professional
clients (as defined by local laws and regulation) and other
Aegon AM stakeholders.

This document is for informational purposes only in connection
with the marketing and advertising of products and services,
and is not investment research, advice or a recommendation.

It shall not constitute an offer to sell or the solicitation to

buy any investment nor shall any offer of products or services
be made to any person in any jurisdiction where unlawful or
unauthorized. Any opinions, estimates, or forecasts expressed
are the current views of the author(s) at the time of publication
and are subject to change without notice. The research taken
into account in this document may or may not have been used
for or be consistent with all Aegon AM investment strategies.
References to securities, asset classes and financial markets
are included for illustrative purposes only and should not be
relied upon to assist or inform the making of any investment
decisions. It has not been prepared in accordance with any
legal requirements designed to promote the independence of
investment research, and may have been acted upon by Aegon
AM and Aegon AM staff for their own purposes.

The information contained in this material does not take

into account any investor's investment objectives, particular
needs, or financial situation. It should not be considered a
comprehensive statement on any matter and should not

be relied upon as such. Nothing in this material constitutes
investment, legal, accounting or tax advice, or a representation
that any investment or strategy is suitable or appropriate

to any particular investor. Reliance upon information in this
material is at the sole discretion of the recipient. Investors
should consult their investment professional prior to making
an investment decision. Aegon Asset Management is under

no obligation, expressed or implied, to update the information
contained herein. Neither Aegon Asset Management nor any
of its affiliated entities are undertaking to provide impartial
investment advice or give advice in a fiduciary capacity

for purposes of any applicable US federal or state law or
regulation. By receiving this communication, you agree with the
intended purpose described above.

Past performance is not a quide to future performance. All
investments contain risk and may lose value. This document
contains "forward-looking statements" which are based on
Aegon AM's beliefs, as well as on a number of assumptions
concerning future events, based on information currently
available. These statements involve certain risks, uncertainties
and assumptions which are difficult to predict.

@ aegonam.com

Consequently, such statements cannot be guarantees of
future performance, and actual outcomes and returns may
differ materially from statements set forth herein.

The following Aegon affiliates are collectively referred to
herein as Aegon Asset Management: Aegon USA Investment
Management, LLC (Aegon AM US), Aegon USA Realty
Advisors, LLC (Aegon RA), Aegon Asset Management UK plc
(Aegon AM UK), and Aegon Investment Management B.V.

(Aegon AM NL). Each of these Aegon Asset Management
entities is a wholly owned subsidiary of Aegon Ltd.In addition,
Aegon Private Fund Management (Shanghai) Co., a partially
owned affiliate, may also conduct certain business activities
under the Aegon Asset Management brand.

Aegon AM UK is authorised and regulated by the Financial
Conduct Authority (FRN: 144267) and is additionally a
registered investment adviser with the United States (US)
Securities and Exchange Commission (SEC). Aegon AM US and
Aegon RA are both US SEC registered investment advisers.

Aegon AM NL is registered with the Netherlands Authority
for the Financial Markets as a licensed fund management
company and on the basis of its fund management license is
also authorized to provide individual portfolio management
and advisary services in certain jurisdictions. Aegon AM NL has
also entered into a participating affiliate arrangement with
Aegon AM US. Aegon Private Fund Management (Shanghai)
Co,, Ltd is regulated by the China Securities Regulatory
Commission (CSRC) and the Asset Management Association
of China (AMAC) for Qualified Investors only. The content has
not been reviewed or endorsed by any regulatory authority in
China.

In Taiwan, neither Aegon AM nor any of its affiliates are
registered and may not sell, issue, or offer any products or
services while in Taiwan. Marketing is intended for Professional
Institutional investors only and the contents have not been
reviewed or endorsed by any regulatory authority in Taiwan.
The content contained is for information purpose only. Taiwan
residents are advised to exercise caution in relation to the
proposal. If you are in any doubt about any of the contents of
this marketing, you should obtain independent professional
advice.

©2024 Aegon Asset Management or its affiliates. All rights
reserved.

Adtrax: 6996431.1GBL

fim linkedin.com/company/aegonam



