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7.1 TRILLION GOVERNMENT SPENDING
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spending) which is 0.13% of the $7.106 trillion of Federal government outlays. As measured by the
nonfarm payroll jobs data, Federal government workers (ex-Post Office) have declined 49.2 thousand
to 2.363 million in May 2025 from December last year, but Federal government outlays are $7.106
trillion through May on a 12 month moving sum basis. As an offset to the Govt spend on people and
programs, more import tariff increases are coming, and customs duties in May 2025 (Liberation Day
was April 2) were $22.173 billion versus $5.225 billion in May 2024. Not that rich, $17 billion more
than a year ago, and 17 X 12 = 204 billion more dollars coming in to help fund the Federal budget
deficit which $1.832 trillion in FY2024 and headed higher to parts unknown in the next couple of years.
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Our advice to Congress is to not rile up the public with SOCIQl Securlty In/Out
$ bin Receipts Payments Red/Black

making changes to social security. It is as bankrupt as it ever FY2019 770282 838.080 -117 798
is, no need to wait for the day in 2033 when it runs out of Eyvo020 825307 940221 -114.914
money. There’s no real money in the fund right now. Just FY2021 814.034 982.673 -168.639
rewrite the law and continue to pay the shortfall between tax FY2022 911.191 1,063.897 -152.706
receipts and benefits paid each month, just like every other ggggj 1'852.32421 1;32-%2 'Zé-zgg
government out'lay., by borrowlng the funds in the Iargfest, Jan 25 ’103:464 ’114:253 -10:789
deepest, most liquid markets in the world (US Treasuries) ropos 87208 115022 -27.814
because that is what you are doing effectively every month  Mar25  96.422 130.503 -34.081
for social security right now. Don’t ask for whom the bell tolls  Jan25 103.464 114.253 -10.789

for social security, the bell tolls right now. Drop the 2033 Feb25  87.208 115.022 -27.814
Mar 25 96.422 130.503 -34.081
pretense.
Apr25 112.803 118.433 -5.63
May 25 88.333 118.949 -30.616
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The stock market closed above 6,000 on Friday, June 6 jobs day with 139K more jobs in May, although
with downward revisions of 95K to March/April, as prices recovered from the Trump/Musk dustup on
Thursday June 5 with the S&P 500 down 0.5% to 5.939.30. Stocks remained above 6,000 on a closing
basis all this week until Israel attacked Iran Thursday evening, and the S&P 500 finished the week on
Friday down 1.1% on the day at 5,976.97. The S&P 500 is up 1.6% YTD after a gain of 23.3% in 2023.
10-year Treasuries came down to 4.41% on Friday from 4.51%, the prior week’s close. There were
auctions of 3-years, 10-years, and 30-years, with no apparent reluctance seen on the part of foreign
buyers. Indirect bidders, an imperfect proxy for foreign participation, took down 70.6% of Wednesday’s
$38.9 billion sale of 10-year notes.

Toll Brothers, Inc. (TOL) down 14.6% YTD; Bond yields remain high

The homebuilder reported earnings Tuesday, May 20 after the close at $104.51. The stock tried to do
better on Wednesday after earnings (up 3.5% intraday), but ended lower with the overall market after
a weak 20-year Treasury bond auction. Earnings of $3.50 beat the consensus of $2.83 and the shares
were actually higher Tuesday evening by about 6%. The luxury homebuilder said the near-term
outlook was cloudy due to affordability pressures and a volatile macro environment.
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Next up: May PCE inflation report Friday, June 27 at 830am ET
Monthly 2025 2024 2024
% Changes May Apr Mar Feb Jan Dec Nov Oct Sep Aug Jul Jun May Apr Mar
Core CPl inflation 0.1 0.2 0.1 0.2 0.4 0.2 0.3 0.3 0.3 0.3 0.2 0.1 0.1 0.3 0.4
Core PCE inflation 0.1 0.1 0.5 0.3 0.2 0.1 0.3 0.3 0.2 0.2 0.2 0.1 0.3 0.3
Core PCE YOY 25 2.7 2.9 2.7 2.9 2.8 2.8 2.7 2.7 2.7 2.6 2.7 2.9 3.0
Core CPI YOY 2.8 2.8 2.8 3.1 3.3 3.2 3.3 3.3 3.3 3.2 3.2 3.3 34 3.6 3.8
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OTHER ECONOMIC NEWS

fwd: Bonds

Inflation shock wave gone missing (Wednesday 830am ET)

Breaking economy news. Slim to
none CPl headline and core
inflation readings in May of just
0.1% for both. Celebration Day
with tariffs for all our trading
partners was April 2. No import
tariff effect yet on items expected
to be be impacted like new
vehicles which fell 0.3% in May,
and clothing which dropped 0.4%
in May. Stay tuned. The best is
yet to come.

Net, net, the inflation shock wave
from more costly imported goods
has yet to arrive on American
shores. Today’s consumer
inflation report is a real head-
scratcher for economists as
they ponder why the trade war
hasn’t set off another inflation
outbreak yet with core goods
prices sitting on store shelves
seeing no change in May. The
only problem with the
consumer no-inflation report
is that good news may
actually be bad news in
disguise if the lack of upward
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Dec 24 Monthly Percent Changes YOY %
Weight CPI inflation Mar 2025 Apr 2025 May 2025 May 2025
100.0 Total -0.1 0.2 0.1 2.4
13.691 Food 0.4 -0.1 0.3 2.9
5.648 Food away from home 0.4 0.4 0.3 3.8
6.216 Energy 2.4 0.7 -1.0 -3.5
2.902 Gasoline -6.3 -0.1 -2.6 -12.0
80.094 Ex-food & energy 0.1 0.2 0.1 2.8
4.393 New vehicles 0.1 0.0 -0.3 0.4
2.391 Used cars/trucks -0.7 -0.5 -0.5 1.8
2.480 Clothing 0.4 -0.2 -0.4 -0.9
1.527 Medical care goods -1.1 04 0.6 0.3
35.483 Shelter 0.2 0.3 0.3 3.9
26.282  Owner equiv. rent 0.4 0.4 0.3 4.2
6.305 Transportation -1.4 0.1 -0.2 2.8
6.747 Medical care services 0.5 0.5 0.2 3.0
Special: Where inflation might come back down to
60.705 Services ex-energy 0.1 0.3 0.2 3.6
19.388 Commodities (core) -0.1 0.1 0.0 0.3

I

CPlinflation ex-food and energy, shelter,
used cars and trucks Seasonally adjusted
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price pressures is because of a weakening economy with less consumer demand. Inflation is rarely a
problem for long in economic recessions and downturns, and today’s slight rise in CPI inflation may
be a harbinger of worse times to come where the labor markets have already begun to soften and
retail spending on cars took a nose-dive in May. Stay tuned. Maybe Fed rate cuts are coming quicker
than markets think if the economy runs out of gas. Bet on it. Buy stocks. Buy bonds. Buy it all. The
much awaited inflation shock wave has gone missing. Who would’ve thought.
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Claims stick, PPI core goods 0.2% (Thursday)

Breaking economy news. PPI final demand goods less foods and energy rose just 0.2% this month
after 0.3% increases February-April. During the pandemic inflation outbreak this series peaked at
10.2% year-on-year in April 2022, and was 2.4% still in May 2025. Still waiting on tariff effect.

Meanwhile jobless claims
remain elevated at 248K in
the June 7 week, and
continuing claims were at a
new 2025 high of 1.956
million in the May 31 week.
The labor market is starting to
weaken.

Net, net, the inflation fires are
still percolating down at the
producer level for goods
prices, and price increases
there may be coming soon to
the consumer level at a store
near you. The threat to
inflation from import tariffs is
real, and it may be just a
matter of time before price
increases explode like a
ticking time bomb at the
consumer level. Inflation is not
dead. The only caveat being
that economic demand may be
slowing down with worrying
signs already that sales and
revenues and orders are
declining in many sectors of
the American economy. Stay
tuned. First-time claims for
jobless benefits are elevated
for a second week and are an
indication that all is not well in
the labor market. Stay tuned.
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Final demand goods Final demand services
Monthly % SA Less

Total foods Transportation

final and and
2025 demand| Total Foods Energy energy| Total Trade warehousing Other
Jan 0.7 0.7 1.0 2.0 0.2 0.7 1.2 0.6 0.4
Feb 0.1 0.3 1.8 -1.4 0.3 0.1 -0.7 0.0 0.4
Mar -0.1 -0.9 -2.1 -3.9 0.3 0.3 0.6 -1.0 0.3
Apr -0.2 0.1 -0.9 0.1 0.3 -0.4 -0.5 0.1 -0.3
May 0.1 0.2 0.1 0.0 0.2 0.1 0.4 -0.2 0.0

**Final demand goods, less foods and energy is old-fashioned PPI
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Michigan sentiment survey improves (Friday 10am ET)

fwd: Bonds

Breaking economy news. Another consumer how-are-you-doing survey from the University of
Michigan which is twice a month versus the Conference Board consumer confidence survey the last
Tuesday of every month. The Michigan consumer survey rebounded to 60.5 in June from 52.2 in May;
the low was 50.0 in June 2022 after Russia invaded Ukraine and the Fed started its rate hikes to curb

inflation.
Expectations of
inflation fell

somewhat even if
tariff fears remain
off the charts.
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