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US Labor market starts the new year with a bang

by Katherine Judge katherine.judge@cibc.com

Er:'l‘:;zy;‘ﬁ::\;zgnngoiég;ousa”ds' Jan 23 Dec 22 Nov 22 Oct 22 Sep 22
Unemployment rate (%) 34 35 3.6 3.7 35
Avg. hrly earn all (Monthly % Chg) 0.3% 0.4% 0.4% 0.4% 0.3%
Avg. wkly hour all (Monthly % Chg) 1.2% 0.1% 0.1% 0.4% 0.6%
Nonfarm employment 517 260 290 324 350
Total private 443 269 228 299 344
Goods-producing 46 43 41 57 44
Construction 25 26 19 17 16
Manufacturing 19 12 14 37 26
Priv. Serv providing 397 226 187 242 300
Wholesale trade 11 11 0 16 8
Retail trade 30 1 -46 6 -1
Transp. & Warehousing 23 13 -37 20 10
Information -5 -5 13 3 3
Financial 6 11 1 18 2
Business services 82 39 0 36 48
Temporary help 26 -41 -49 10 1"
Education, health 105 76 95 85 80
Leisure, hospitality 128 64 123 61 139
Government 74 9 62 25 6
Federal Government 5 0 2 4 2

Source: Haver Analytics

e The US labor market started the new year with a bang, as 517K jobs were created, well above the consensus
expectation of 188K, and miles above the roughly 100K mark that the Fed would like to see in order to prevent a
further tightening in the labor market. A 71K upward revision to the prior two-month job tally added to the upside, and
hiring was fairly widespread across industries in January. The unemployment rate fell to 3.4% (vs. the consensus for a
tick increase to 3.6%). While average wages rose by a moderate 0.3% m/m as expected, and a tamer 0.2% for
production workers, this is clearly a tight labor market, leaving the Fed thinking it has more work to do in order to cool
activity and achieve on-target inflation in the year ahead.

e The stunning gain in jobs was led by the leisure and hospitality sector, where headcounts still sit 495K below pre-
pandemic levels. That hiring may have been in response to December's job vacancies, which showed that sector
seeing a big uptick in unfilled positions. With hiring tilted towards lower value added services, it isn't surprising that
total average wage growth for production workers was a modest 0.2% m/m, and only a tick faster for all employees.
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Wages for non-supervisory workers in goods-producing sectors were strong (+0.8% m/m), while services were weak
(+0.1% m/m).

o Extending recent strength, the education and health care industry was the second largest contributor to employment
growth. Hiring in that sector could continue to be supported by investment from state and local governments that are
flush with cash. Headcounts increased in the interest-sensitive construction sector, and even real estate eked out a
small gain. These industries were understaffed a year ago, so the hiring we're seeing now might not be indicative of a
pickup in demand for their output. Moreover, employers could be more reluctant to let staff go given the challenges
faced with recruiting during the pandemic.

e Employment growth resumed in retail trade and transportation, despite flagging consumer demand for goods. There
was little sign of layoff announcements in tech and media translating into this data, with the information industry being
the only one to shed a modest number of jobs. We'll likely start to see the layoffs materialize in the data in the coming
months, as some are announced pre-emptively, and the survey week for the payrolls data is mid-month. Moreover,
job openings are still elevated in professional services, suggesting that some of the laid off employees will be able to
find work elsewhere relatively quickly.

e In a sign of underlying strength, aggregate hours worked were up by 1.6% m/m in goods sectors and 1.1% m/m in
services. The strength was widespread across higher and lower value-added industries, and suggests a solid start to
the year for GDP tracking.

e While the household survey showed an outsized gain of 894K jobs, that mostly reflected the introduction of new
population estimates for January by the BLS, as excluding that distortion, employment would have risen by only 84K.
However, there was no impact from the census changes on the overall unemployment rate. The release also included
updates to seasonal factors. Some have questioned the extent to which this may have boosted the establishment
survey employment reading, as in non-seasonally adjusted terms, 2.5mn jobs were lost. Looking back at prior years,
that's not an unusually large loss of jobs for January in the raw data, casting doubt on the thesis that seasonal
adjustment was to "blame" for the outsized headline payrolls gains in adjusted terms.

Implications & actions

Re: Economic forecast —\While we're sticking to our call that decelerating inflation could limit the Fed to a further quarter
point hike, the momentum in employment obviously raises the risk of a follow-up move in May, and underscores our
expectation that rate cuts will be put off until 2024. GDP growth is likely off to a better start to the year than we expected,
given the advances in hours worked in high value-added sectors.

Re: Markets — Yields jumped, and the USD appreciated following the upside surprise as it puts pressure on the Fed to
tighten more aggressively and put off any rate cuts for longer.



This report is issued and approved for distribution by (a) in Canada, CIBC World Markets Inc., a member of the Investment Industry Regulatory Organization of Canada, the Toronto
Stock Exchange, the TSX Venture Exchange and a Member of the Canadian Investor Protection Fund, (b) in the United Kingdom, CIBC World Markets plc, which is regulated by the
Financial Services Authority, and (c) in Australia, CIBC Australia Limited, a member of the Australian Stock Exchange and regulated by the ASIC (collectively, “CIBC”) and (d) in the
United States either by (i) CIBC World Markets Inc. for distribution only to U.S. Major Institutional Investors (“MII") (as such term is defined in SEC Rule 15a-6) or (i) CIBC World Markets
Corp., a member of the Financial Industry Regulatory Authority. U.S. Mlls receiving this report from CIBC World Markets Inc. (the Canadian broker-dealer) are required to effect
transactions (other than negotiating their terms) in securities discussed in the report through CIBC World Markets Corp. (the U.S. broker-dealer).

This report is provided, for informational purposes only, to institutional investor and retail clients of CIBC World Markets Inc. in Canada, and does not constitute an offer or solicitation to
buy or sell any securities discussed herein in any jurisdiction where such offer or solicitation would be prohibited. This document and any of the products and information contained herein
are not intended for the use of private investors in the United Kingdom. Such investors will not be able to enter into agreements or purchase products mentioned herein from CIBC World
Markets plc. The comments and views expressed in this document are meant for the general interests of wholesale clients of CIBC Australia Limited.

This report does not take into account the investment objectives, financial situation or specific needs of any particular client of CIBC. Before making an investment decision on the basis
of any information contained in this report, the recipient should consider whether such information is appropriate given the recipient's particular investment needs, objectives and financial
circumstances. CIBC suggests that, prior to acting on any information contained herein, you contact one of our client advisers in your jurisdiction to discuss your particular circumstances.
Since the levels and bases of taxation can change, any reference in this report to the impact of taxation should not be construed as offering tax advice; as with any transaction having
potential tax implications, clients should consult with their own tax advisors. Past performance is not a guarantee of future results.

The information and any statistical data contained herein were obtained from sources that we believe to be reliable, but we do not represent that they are accurate or complete, and they
should not be relied upon as such. All estimates and opinions expressed herein constitute judgments as of the date of this report and are subject to change without notice.

This report may provide addresses of, or contain hyperlinks to, Internet web sites. CIBC has not reviewed the linked Internet web site of any third party and takes no responsibility for the
contents thereof. Each such address or hyperlink is provided solely for the recipient’s convenience and information, and the content of linked third-party web sites is not in any way
incorporated into this document. Recipients who choose to access such third-party web sites or follow such hyperlinks do so at their own risk.

© 2023 CIBC World Markets Inc. All rights reserved. Unauthorized use, distribution, duplication or disclosure without the prior written permission of CIBC World Markets Inc. is prohibited
by law and may result in prosecution.

CIBC Capital Markets — PO Box 500, 161 Bay Street, Brookfield Place, Toronto, Canada M5J 2S8 — Bloomberg @ CIBC



	Economic Flash!
	US Labor market starts the new year with a bang
	Implications & actions






Accessibility Report





		Filename: 

		usemploy_aoda_v2.pdf









		Report created by: 

		



		Organization: 

		







[Enter personal and organization information through the Preferences > Identity dialog.]



Summary



The checker found no problems in this document.





		Needs manual check: 0



		Passed manually: 2



		Failed manually: 0



		Skipped: 1



		Passed: 29



		Failed: 0







Detailed Report





		Document





		Rule Name		Status		Description



		Accessibility permission flag		Passed		Accessibility permission flag must be set



		Image-only PDF		Passed		Document is not image-only PDF



		Tagged PDF		Passed		Document is tagged PDF



		Logical Reading Order		Passed manually		Document structure provides a logical reading order



		Primary language		Passed		Text language is specified



		Title		Passed		Document title is showing in title bar



		Bookmarks		Passed		Bookmarks are present in large documents



		Color contrast		Passed manually		Document has appropriate color contrast



		Page Content





		Rule Name		Status		Description



		Tagged content		Passed		All page content is tagged



		Tagged annotations		Passed		All annotations are tagged



		Tab order		Passed		Tab order is consistent with structure order



		Character encoding		Passed		Reliable character encoding is provided



		Tagged multimedia		Passed		All multimedia objects are tagged



		Screen flicker		Passed		Page will not cause screen flicker



		Scripts		Passed		No inaccessible scripts



		Timed responses		Passed		Page does not require timed responses



		Navigation links		Passed		Navigation links are not repetitive



		Forms





		Rule Name		Status		Description



		Tagged form fields		Passed		All form fields are tagged



		Field descriptions		Passed		All form fields have description



		Alternate Text





		Rule Name		Status		Description



		Figures alternate text		Passed		Figures require alternate text



		Nested alternate text		Passed		Alternate text that will never be read



		Associated with content		Passed		Alternate text must be associated with some content



		Hides annotation		Passed		Alternate text should not hide annotation



		Other elements alternate text		Passed		Other elements that require alternate text



		Tables





		Rule Name		Status		Description



		Rows		Passed		TR must be a child of Table, THead, TBody, or TFoot



		TH and TD		Passed		TH and TD must be children of TR



		Headers		Passed		Tables should have headers



		Regularity		Passed		Tables must contain the same number of columns in each row and rows in each column



		Summary		Skipped		Tables must have a summary



		Lists





		Rule Name		Status		Description



		List items		Passed		LI must be a child of L



		Lbl and LBody		Passed		Lbl and LBody must be children of LI



		Headings





		Rule Name		Status		Description



		Appropriate nesting		Passed		Appropriate nesting










Back to Top

