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Current Rate Environment

Short Term Rates Friday Prior Week Change
1-Month LIBOR 0.15% 0.16% 0.01%)
3-Month LIBOR 0.23% 0.23% 0.00% ©
Fed Funds 0.25% 0.25% 0.00% ©
Fed Discount 0.75% 0.75% 0.00% ©
Prime 3.25% 3.25% 000% ©
US Treasury Yields

2-year Treasury 0.51% 0.49% 0.02% A\
5-year Treasury 1.69% 1.63% 0.06% A\
10-year Treasury 2.46% 2.34% 012% A\
Swaps vs. 3M LIBOR

2-year 0.77% 0.76% 0.01% A\
5year 1.87% 1.83% 0.04% A\
10-year 2.63% 2.55% 0.08% A\

US August Nonfarm Payrolls U.S. Economic Data

Fed Speak & Economic News:
= Qver two years ago, in July 2012, European Central Bank President Mario Draghi, at the Global Investment Conference in London,

said, “Within our mandate, the ECB is ready to do whatever it takes to preserve the euro. And believe me, it will be enough.”
Whatever it takes. Market participants loved Draghi for that statement. And that is all it took: his word. Bond spreads declined
(whatever it takes meant that the ECB would always be there as a lender of last resort); confidence was restored to the region;
unemployment for the euro area ticked lower; and economic growth rebounded. But the music has slowed, and now, we may be
nearing the last few notes. Economic growth in the region slowed down and even declined in some countries (e.g., Iltaly).

Worried that Europe could become the next Japan — whose economy was handcuffed by deflation in the ‘90s — Mr. Draghi
announced further easing in the form of rate cuts and asset purchases on Thursday. The rate cuts put interest rates at the zero
bound, the lowest level rates can go before they can no longer spark economic growth. The move even goes as far as to charge
banks for parking their money at the ECB. Beginning next month, the ECB will begin its quasi-QE program, buying packages of
home loans, business loans, and maybe even credit card debt. Essentially, the program enables the purchase of securitized bank
debt. The goal is to get banks to lend more money than they have been; it is an attempt to revive inflation. Draghi’s announcement
was met with resounding excitement: European stock and bond markets rallied; the euro’s value fell versus the US dollar (making
European exports more attractive); and inflationary levels implied by forward rates ticked higher. With Draghi doing all he can to
persuade markets, it makes it easier for the Fed to step away from unconventional policy here in the United States.

In stark contrast to Europe, US economic data have been excellent. Economic indicators, including the ISM Manufacturing, are at
record highs. However, on Friday, the string of impressive economic data took a breather: The August nonfarm payrolls report
showed a 142,000 gain, which was much less than the 230,000 jobs gain anticipated. At first glance, the figure looks worrisome, but
it is enough payroll growth to keep the Fed moving towards interest rate normalization. It is expected that the Fed will change the
language of its statement regarding forward guidance at its upcoming meeting on September 17 and 18 in light of recent data.

160 +142 Nonfarm payrolls increased by = Nonfarm payrolls printed at +142,000 jobs versus +230,000 expected
u 142,000 jobs in August. This = The unemployment rate ticked lower to 6.1% from 6.2%
& 120 0 number fell far short of = The participation rate sank to a 36-year low of 62.8% due to a 64,000 drop in
g expectations and it was also the labor force
- 80 +47 the smallest payroll gain of the = ADP payrolls for August printed at 204,000 versus 220,000 expected
3 year. On top of that, the = US Manufacturing PMI registered at 57.9 vs. 58.0 expected.
E 40 number broke the longest = Factory orders in July increased by 10.5% vs. 11.0% expected
- o - string of consecutive payroll DET Indicator For Forecast Last
o - o _ M gains 0f200,000 or higher 9Sep  JOLTS Job Openings Ju TS
. . s since the ‘90s. Manufacturing 03 NFIB Small Busi Ovii A %0 %7
. -‘\QQ {b& & ,b&'@e.‘-’ "QOQ‘Q‘}Q:’ 'b*\b. S _‘;\\t\_ & & 0@ did not see any payroll growth -oep mall BUshess Lpimism ug ' :
(40&'%'&"0 C‘}'\}\e‘} {:‘ ‘ \‘3® &@ g‘§" (3'\ g?‘q' 4&2{" & » @‘Q < during August despite 10-Sep  Wholesale Inventories MoM Jul 0.5% 0.3%
é‘b\ép*@@"@\%”% Fg&  E T AR \\Q}%(’o‘\m manufacturing indicators 11Sep  Monty Budget Stalement Aug  -$130.08
& YN & S 4 & S having suggested strong 12Gep  Univ. of Michigan Confidence SepP 835 85
@9‘ <& <& R S & growth in the sector. The _ . .
<& \/é'\" unemployment rate ticked 12-Sep  Retail Sales Advance MoM Aug 0.6% 0.0%
lower partly due to the 12-Sep  Import Price Index MoM Aug (1.0%) 0.2%)
participation rate dipping to
Source: Bureau of Labor Statistics 62.8%
Group Head Cleveland, OH Seattle, WA Documentation
Matt Milcetich David Bowen ~ Mary Coe  Dusko Djukic ~ Sam Donzelli  Anand Gomes Frank Kuriakuz Vani Rao Greg Dawli Ramona Berce  Linda Maraldo  Marybeth Simon
i 216-689-3141 216-680-3925 216-689-4606 216-689-4224 216-689-3635 216-689-4932  216-689-4071 206-689-2972 206-689-2971 413-567-6758  216-689-0516  216-689-0897



Disclaimer

This communication is generated by the derivatives sales & trading unit of KeyBank and conveyed as commentary on economic, political and/or market conditions or, in
some cases, may be considered to be a general solicitation for entering into derivatives transactions, as contemplated under Commodity Futures Trading Commission
(“CFTC”) Regulation 23.605, and is not a “research report” as defined therein. This communication is not to be construed as a recommendation or opinion with respect to
any derivative or trading strategy involving a derivative for purposes of CFTC Part 23 Regulations. This communication does not take into account the investment
objectives, financial conditions, or needs of individual parties and is not intended to serve as a basis for entering into a derivatives transaction or to suggest, in any manner,
that a party should enter into a particular derivatives transaction or trading strategy involving a derivative. Parties should consult their own advisors for opinions and advice
on whether to enter into any derivatives transaction or trading strategy involving a derivative. The information contained herein has been obtained from sources deemed to
be reliable but it is not represented to be accurate, complete or objective. In providing this information, neither KeyBank nor any affiliate of KeyBank is acting as your agent,
broker, aadvisor, or fiduciary, or is offering any tax, accounting, or legal advice regarding these instruments or transactions. KeyBank may have current positions or
Strategies that may be inconsistent with any views expressed herein.
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