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VWhat You Need to Know

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

January’s jobs report was a hot one. Headline job growth came in at +353k, well
above the consensus of +185k and the strongest reading in twelve months. This report
showed that demand for workers remains robust. Beneath the surface, we think that
this reportis consistent with the picture Chairman Powell painted at the January FOMC
of strong GDP and cooling inflation.

* The totality of this week’s data aligns with our message of resilient growth and
continued disinflation. The market has now gone from pricing in fully 6.5 Fed cuts
for 2024 a few weeks ago to 4.75 today, which is still more dovish than our forecast
of four cuts.

* That said, we do not think job growth will sustain at current levels. There are a
few offsets to consider, including the household survey (-31k and negative for two
months in a row) and the fact that January seasonal factors have become noisier
since COVID. We also know that companies are laying off more employees this
earnings season, so we do not want to over-react to this report too much.

* Wagesrose asolid 4.5%, although we continue to see core inflation settling in
the mid-two percent range this year. Other important datapoints have looked
more disinflationary for labor recently, including the Employment Cost Index (10
basis points below consensus last Wednesday) and the JOLTS quits rate (which
provided an early warning signal of labor scarcity when it spiked back in 2021, butis
back below 2019 levels today).
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WHAT DOES THE U.S. JOBS REPORT MEAN FOR OUR
OUTLOOK, AND FOR MARKETS?

We believe the dollar should snap back, while hopes for
a huge Fed easing campaign will likely be abandoned,
and risk assets will struggle a bit until we see inflation
cooling later in the year. However, we stick to our four
percent call for the 10-year U.S. Treasury. Overall, our
base case remains largely the same, despite this strong
report. This cycle will be different, as jobs, fiscal impulse,
amessy energy transition, and geopolitics will lead

to higher nominal GDP. If there is any weakness from
today’s report, we should continue to lean in. This cycle
has durability, and we continue to think that many of
our investors are under-invested in a world where the
global economy, albeit in a much more asynchronous
pattern than in the past, chugs along. Without question,
today’s report definitely challenges those investors in
the hard landing camp, and it even pushes us to be more
constructive on growth. As a reminder, we are currently
at two percent GDP growth for 2024, compared to a
consensus of 1.3%.

KEY TRENDS IN THE DATA

* Private job gains jumped +317k, well above
consensus of +170k and the third strongest reading
since early 2022. Below the surface, we see more
signs that employment/activity is stabilizing in cyclical
industries like Manufacturing (+23k), Retail (+45k), and
Logistics (+16k), all three of which saw employment
accelerate in January. Remember we just got the
highest ISM number in about 15 months and are
almost back to neutral after 15 straight months of
contraction. At the same time, Government (+36k)
and Education/Healthcare (+112k) continue to provide a
steady backbeat for job gains.

* Average hourly wage growth cameinat +0.6% m/m
in January (above the prior-month reading of +0.4%
and the consensus of +0.3%). However, we do not
think that this month’s reading will threaten the Fed's
progress on inflation, as average hourly earnings have
been a noisy measure this cycle (with high sensitivity
to mix effects) while other metrics like the ECI (which
printed at +0.9% for 4Q23, below consensus of one
percent) point to elevated but non-inflationary wage
growth. Maybe more important, we continue to

think that nominal wages are due to play ‘catch-up’
to inflation in coming years, which will mostly impact
margins versus pricing in labor-sensitive industries.

* The household survey remains quite weak.
Household employment - which surveys workers,
rather than firms, on their employment status - has
declined by a net -300k jobs over the last seven
months and posted a -31k job loss in January.
Meanwhile, though unemployment held steady at

3.7%, it was only because participation remains “stuck”

in the 62.5% range.

Exhibit 1: Education. Healthcare and Professional
Services Boosted Job Growth in January
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Data as at January 31, 2023. Source: KKR Global Macro & Asset
Allocation analysis.

Without question, today’s
report definitely challenges
those investors in the hard
landing camp, and it even
pushes us to be more
constructive on growth.
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Exhibit 2: Job Openings Are Falling..

U.S. Job Opening Rate, %
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Data as at December 31, 2023. Source: Bureau of Labor Statistics.

Exhibit 3: ..And the Overall Labor Market Backdrop Is
Less Inflationary Than It Was in 2022

Open Jobs per Unemployed Worker
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Data as at December 31, 2023. Source: Bureau of Labor Statistics, KKR
Global Macro & Asset Allocation analysis.



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.
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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
forwardOlooking 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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