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e Nonfarm payrolls increased 275,000 in February, beating the consensus expected All Employees: Total Private Industries
200,000. Payroll gains for December and January were revised down by a total of Change - Period to Period  SA, Thous
167,000, bringing the net gain, including revisions, to 108,000. 1000 1000
e Private sector payrolls rose 223,000 in February but were revised down by 204,000 800 800
in prior months. The largest increases in February were health care & social
assistance (+91,000) and leisure & hospitality (+58,000). Government rose 52,000 00 600

while manufacturing declined 4,000.
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e The unemployment rate rose to 3.9% in February from 3.7% in January.

and fringe benefits — rose 0.1% in February and are up 4.3% versus a year ago.

Aggregate hours increased 0.4% in February and are up 1.0% from a year ago. Jasaaans
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Implications: Another month with a solid headline gain in payrolls in February, but the Source: Bureal of Labor Staisics/Haver Analyics

details of the report show a murkier situation in the labor market, where not all is well.

Nonfarm payrolls rose 275,000 in February, beating the consensus expected 200,000 and Civilian Unemployment Rate: 16 yr +
higher than the average gain of 229,000 in the past year. So far, so good. But downward SA, %

revisions to prior months reduced payrolls by 167,000, bringing the net gain to a moderate 6 *

108,000. More important: net of revisions, private payrolls rose only 19,000 in February.
That’s not a typo; there’s not a zero missing from that number: 19,000. We like to follow
payrolls excluding government (because it's not the private sector), education & health
services (because it rises for structural and demographic reasons, and usually doesn’t decline
even in recession years), and leisure & hospitality (which is still recovering from COVID 8 8
Lockdowns). That “core” measure of payrolls rose a modest 80,000 in February.
Meanwhile, civilian employment, an alternative measure of jobs that includes small-business S
start-ups, declined by 184,000. In the past, at economic turning points, the civilian

employment figure has done a good job of picking up future weakness in payrolls. In the
past year, full-time civilian employment is down, while part-time is up, another sign of 0 0
impending economic weakness. Moreover, on account of the drop in civilian employment, e e w2 m o
the unemployment rate rose to 3.9% in February, the highest in more than two years, versus Source: Bureau o Labor StatistcsHaver Analytics

3.7% in January. However, there is good news on the labor market, as well. Total hours

worked in the private sector increased 0.4% in February, reversing the decline in January. Hours are up a moderate 1.0% from a year
ago. Meanwhile, average hourly earnings rose only 0.1% after a 0.5% surge in January. Average hourly earnings are now up 4.3%
versus a year ago. The Federal Reserve will like that a 4.3% gain is slower than the 4.7% gain in the year ending in February 2023
and workers will like that a 4.3% gain is beating consumer prices, which are up 3.1% from a year ago (assuming a 0.4% increase in
prices in February). Our view remains that companies have gotten out over their skis in terms of hiring, a recipe for layoffs later in
2024. Total payrolls are up 1.8% in the past year, a pace that would be normal in the middle of an economic expansion when the
unemployment rate (and available workers) is much higher than it is today. A weaker job market is heading our way.

Employment Report Feb-24| Jan-24 | Dec-23| 3-month 6-month | 12-month
All Data Seasonally Adjusted moving avg| moving avg| moving avg
Unemployment Rate 3.9 3.7 3.7 3.8 3.8 3.7
Civilian Employment (monthly change in thousands) | -184 -31 -683 -299 -89 56
Nonfarm Payrolls (monthly change in thousands) 275 229 290 265 231 229
Construction 23 19 18 20 18 18
Manufacturing 4 8 12 5 4 2
Retail Trade 19 15 32 22 7 2
Finance, Insurance and Real Estate 1 -1 6 2 2 7
Professional and Business Services 9 40 13 21 11 13
Education and Health Services 85 107 84 92 91 88
Leisure and Hospitality 58 8 41 36 34 39
Government 52 52 76 60 55 52
Avg. Hourly Earnings: Total Private* 0.1% | 0.5% | 0.3% 4.0% 3.9% 4.3%
Avg. Weekly Hours: Total Private 34.3 34.2 34.4 34.3 34.3 34.4
Index of Aggregate Weekly Hours: Total Private* 0.4% | -0.4% | 0.2% 0.7% 1.0% 1.0%

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

This report was prepared by First Trust Advisors L. P., and reflects the current opinion of the authors. It is based upon sources and data believed to be accurate and reliable. Opinions and forward looking statements
expressed are subject to change without notice. This information does not constitute a solicitation or an offer to buy or sell any security.



