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June Employment Report

e Nonfarm payrolls increased 372,000 in June, beating the consensus expected
265,000. Payroll gains for April and May were revised down by a total of
74,000, bringing the net gain, including revisions, to 298,000.

e Private sector payrolls rose 381,000 in June but were revised down 34,000 in
prior months. The largest increases in June were for education & health
services (+96,000), professional & business services (+74,000, including
temps), leisure & hospitality (+67,000). Manufacturing increased 29,000
while government declined 9,000.

e The unemployment rate remained at 3.6% in June.

e Average hourly earnings — cash earnings, excluding irregular
bonuses/commissions and fringe benefits — rose 0.3% in June and are up 5.1%
versus a year ago. Aggregate hours increased 0.3% in June and are up 4.1%
from a year ago.

Implications: The labor market remains strong, but the details of today’s report were
not consistently positive for US workers. Nonfarm payrolls rose 372,000 in June,
beating the consensus expected gain of 265,000 even if you discount the increase in
June by the downward revisions of 74,000 for April and May. The service sector
continues to lead the way, with the fastest gains for education & health, professional &
business services, as well as leisure & hospitality. However, manufacturing payrolls
rose 29,000 in June, the fourteenth consecutive monthly gain. Total hours worked rose
0.3% in June and are up 4.1% in the past year. So far, so good. But not every part of
the report was positive. Civilian employment, an alternative measure of jobs that
includes small-business start-ups, declined 315,000 in June, while the labor force
dropped 353,000. As a result, even though the unemployment remained at a low 3.6%,
the participation rate (the share of adults who are either working or looking for work)
slipped to 62.2% from a prior 62.3%. Does this mean we’re already in a recession like
some investors fear? Not by a long shot. Payrolls grew 539,000 per month in Q1 and
375,000 per month in Q2. That’s not a recession, not even close. High inflation is still
the biggest problem. Average hourly earnings rose 0.3% in June and are up 5.1% from
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a year ago. In normal times, this would be good news. But we estimate that consumer prices rose 1.0% in June and are up
about 8.7% from a year ago. What this means is that “real” (inflation-adjusted) average hourly pay is falling. In addition, it’s
important to recognize that the labor market is still not fully healed from COVID and related lockdowns.
payrolls are finally up (slightly) from February 2020, total nonfarm payrolls are still 524,000 short of where they were pre-
COVID. Where does all this leave the Federal Reserve? Still in need to tighten monetary policy to wrestle inflation under
control. Ultimately that entails increasing the risk of a recession, but that recession is unlikely to materialize this year.

Employment Report Jun-22|May-22| Apr-22 | 3-month 6-month | 12-month
All Data Seasonally Adjusted moving avg| moving avg| moving avg
Unemployment Rate 3.6 3.6 3.6 3.6 3.7 4.2
Civilian Employment (monthly change in thousands) -315 321 -353 -116 356 542
Nonfarm Payrolls (monthly change in thousands) 372 384 368 375 457 524
Construction 13 34 -5 14 21 24
Manufacturing 29 18 61 36 40 42
Retail Trade 15 -44 0 -9 30 33
Finance, Insurance and Real Estate 1 14 31 15 15 17
Professional and Business Services 74 69 40 61 75 99
Education and Health Services 96 57 62 72 67 58
Leisure and Hospitality 67 68 59 65 93 134
Government 9 48 0 13 12 16
Avg. Hourly Earnings: Total Private* 0.3% | 0.4% 0.3% 4.2% 4.5% 5.1%
Avg. Weekly Hours: Total Private 34.5 34.5 34.6 34.5 34.6 34.7
Index of Aggregate Weekly Hours: Total Private* 0.3% | 0.0% 0.3% 2.2% 2.5% 4.1%

Source: Bureau of Labor Statistics *3, 6 and 12 month f-igures are

% change annualized
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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.
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