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e Nonfarm payrolls increased 206,000 in June, narrowly beating the consensus All Employees: Total Private Industries
expected 190,000. Payroll gains for April and May were revised down by a total of Change - Period to Period  SA, Thous
111,000, bringing the net gain, including revisions, to 95,000. 1000 1000

e Private sector payrolls rose 136,000 in June but were revised down by 86,000 in 500 400
prior months. The largest increase in May was health care & social assistance
(+82,000), followed by construction (+27,000). Government rose 70,000 while
manufacturing declined 8,000.
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e The unemployment rate ticked up to 4.1% in June from 4.0% in May.

e Average hourly earnings — cash earnings, excluding irregular bonuses/commissions 200 200
and fringe benefits — rose 0.3% in June and are up 3.9% versus a year ago. || | |"||| "l
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Aggregate hours increased 0.1% in June and are up 1.2% from a year ago. 0
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Implications: In spite of the headline payroll increase of 206,000 in June, there are clear Source: Bureau of Labor Stlstcs/Haver Analycs
signs the job market is decelerating. Revisions for prior months subtracted 111,000 from
recent payroll gains. In the private sector, payrolls rose 136,000 in June itself but were
revised down by 86,000 in prior months, bringing the net gain to 50,000. Meanwhile,
civilian employment, an alternative measure of jobs that includes small-business start-ups,
rose 116,000 in June but is up only a grand total of 195,000 from a year ago. No wonder
then that the unemployment rate has crept upward, now at 4.1% versus 3.6% a year ago. 12 12
Notably, the household survey also shows employment among full-time workers down 1.55
million versus a year ago, with all the household job gains among part-time workers.
Another emerging flaw in the labor market is that it’s taking longer for unemployed workers
to find new jobs. The median duration of unemployment hit 9.8 weeks in June, the highest
since January 2023 and compared to 8.8 weeks a year ago in June 2023. The rise in the e 4
amount of time it takes to find a new job is consistent with the recent upward creep in
continuing jobless claims. We like to follow payrolls excluding government (because it's not
the private sector), education & health services (because it rises for structural and O - O
demographic reasons, and usually doesn’t decline even in recession years), and leisure & TorowoR o m 2w u
hospitality (which is still recovering from COVID Lockdowns). That “core” measure of
payrolls rose only 47,000 in June, which is slower than the average of roughly 70,000 per
month in the first half of the year. The good news for the Federal Reserve (but maybe not workers) is that wage growth continues but
at a slower pace. Average hourly earnings increased 0.3% in June and are up 3.9% versus a year ago. Back in June 2023, average
hourly earnings were up 4.7% from the prior year. Given a target of 2.0% inflation plus productivity growth of around 1.5% per year,
the Fed probably wants to see wage growth in the vicinity of 3.5%, and it’s now getting closer. Unfortunately, we think a monetary
policy tight enough for the Fed to reach its inflation goals is likely tight enough to slow the economy further in the months ahead.
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Employment Report Jun-24 | May-24| Apr-24  3-month 6-month | 12-month
All Data Seasonally Adjusted moving avg | moving avg | moving avg
Unemployment Rate 4.1 4.0 3.9 4.0 3.9 3.8
Civilian Employment (monthly change in thousands) 116 -408 25 -89 3 16
Nonfarm Payrolls (monthly change in thousands) 206 218 108 177 222 218
Construction 27 16 -5 13 21 20
Manufacturing -8 0 7 0 -2 0
Retail Trade -9 7 14 4 12 7
Finance, Insurance and Real Estate 9 12 -3 6 2 4
Professional and Business Services -17 31 -17 -1 11 6
Education and Health Services 82 81 98 87 86 89
Leisure and Hospitality 7 22 -9 7 16 27
Government 70 25 0 32 48 51
Avg. Hourly Earnings: Total Private* 03% | 04% | 0.2% 3.6% 3.9% 3.9%
Avg. Weekly Hours: Total Private 343 34.3 34.3 34.3 34.3 34.3
Index of Aggregate Weekly Hours: Total Private* 01% | 0.2% | -0.2% 0.3% 1.0% 1.2%

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