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e Nonfarm payrolls increased 150,000 in October, lagging the consensus expected
180,000. Payroll gains for August and September were revised down by a total
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of 101,000, bringing the net gain, including revisions, to 49,000. 5000 135000
e Private sector payrolls rose 99,000 in October but were revised down by 80,000 0 130000
in prior months. The largest increase in October was health care & social -
assistance (+77,000). Manufacturing dropped 35,000 while government rose
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e The unemployment rate ticked up to 3.9% in October from 3.8% in September. ~ "™* 115000
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e Average hourly earnings — cash earnings, excluding irregular
bonuses/commissions and fringe benefits — rose 0.2% in October and are up 100, P
4.1% versus a year ago. Aggregate hours declined 0.3% in October but are up
0.9% from a year ago‘ Source: Bureau of Labor Statistics/HaverAnalytics
Implications: This is exactly what the Federal Reserve and many investors wanted to Civilian Unemployment Rate: 16 yr +

see: slower payroll growth, slower wage growth, and a higher unemployment rate. A

Unfortunately, it’s also what we would see if the economy were gradually moving
toward a recession sometime next year, which is still our base case. Nonfarm payrolls
rose 150,000 in October, a bit slower than the consensus expected 180,000. Yes, 2 2
payrolls were artificially held down by the UAW strike at automakers; 48,000 workers
were on strike last month, the most for any month since 2004. However, payroll growth
in previous months was revised down by 101,000 (80,000 from the private sector).
Moreover, civilian employment, an alternative measure of jobs that includes small-
business start-ups, dropped 348,000 in October. Perhaps the weakest data point of all is 4 M 4
that total hours worked in the private sector fell 0.3% in October, the equivalent of
losing about 350,000 jobs. Meanwhile, average hourly earnings rose a tepid 0.2% for
the month, although this figure may have been distorted by the absence of relatively R S P
higher paid autoworkers. As inflation has declined, so have increases in pay. For Source: Bureau of Labar StlstcsHaver Analytics

October, average hourly earnings were up 4.1% from a year ago, versus the year-over-

year gain of 4.9% last year, in October 2022. Lurking in the background of recent trends in the labor market is that the M2
measure of the money supply is down versus a year ago, the yield curve is inverted and likely to remain so, and short-term
interest rates are relatively attractive. This is a recipe for risk aversion among businesses in the year ahead and a reduction in
business investment will likely lead the rest of the economy into recession. The labor market is often a lagging indicator and we
expect the economy (real output) to noticeably weaken before employers stop hiring, on net. Expect continued job growth for
the next few months, but a weakening and recessionary labor market is heading our way.

Employment Report Oct-23 | Sep-23| Aug-23| 3-month 6-month | 12-month
All Data Seasonally Adjusted moving avg|moving avg| moving avg
Unemployment Rate 3.9 3.8 3.8 3.8 3.7 3.6
Civilian Employment (monthly change in thousands) | -348 86 222 -13 32 219
Nonfarm Payrolls (monthly change in thousands) 150 297 165 204 206 243
Construction 23 13 30 22 22 18
Manufacturing -35 14 -2 -8 -4 1
Retail Trade 1 13 -6 3 3 4
Finance, Insurance and Real Estate -2 2 1 0 5 6
Professional and Business Services 15 17 8 13 9 20
Education and Health Services 89 78 105 91 91 86
Leisure and Hospitality 19 74 8 34 32 49
Government 51 51 51 51 48 53
Avg. Hourly Earnings: Total Private* 0.2% | 0.3% | 0.3% 3.2% 4.0% 4.1%
Avg. Weekly Hours: Total Private 34.3 34.4 34.4 34.4 34.4 34.4
Index of Aggregate Weekly Hours: Total Private* -0.3% | 0.3% | 0.3% 1.4% 0.9% 0.9%

Source: Bureau of Labor Statistics *3, 6 and 12 month figures are % change annualized
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