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US Job Growth Returns As Uncertainty Hangs 

Over Sidelined Workers 

 Both surveys indicate much stronger than expected results 

 The UR fell as job growth outpaced labour force expansion 

 What happens to temporarily laid off workers will be key going forward 

 

U.S., Change in Non-farm Payrolls SA (m/m 000s) / UR (%) / y/y wage growth 

(%), May: 

Actual: +2500 / 13.3 / 6.7 

Scotia: -10000 / 19.0 / 8.5 

Consensus: -7500 / 19.0 / 8.5 

Prior: -20687 / 14.7 / 8.0 (revised from: -20537 / 14.7 / 7.9) 
 

The US either created 2.51 million jobs or 3.8 million jobs depending upon 

whether we use the nonfarm payrolls or household surveys. The latter registered 

the bigger gain, but also fell harder over the prior two months. The unexpected 

result smashed expectations with no other job market reading signalling a gain 

whether we use ADP or claims or the employment sub-indices to ISM. 

The USD appreciated mildly after the release and the Treasury yield curve 

steepened as the sell-off in 10s intensified. The 10 year yield is tracking about 

10bps higher on the day which is directionally consistent with our longstanding 

forecast but greater than expected to this point.  

There is a strong caveat to the figures that I’ll return to momentarily after 

reviewing the highlights. 

Across sectors, goods producing industries gained 669k jobs while services were 

up by 2.4 million (chart 1). Within goods, construction was up 464k and 

manufacturing gained 225k. Within services, the leisure/hospitality sector saw the 

biggest gain at 1.24 million jobs created. Education and health were in a distant 

second place as 424k jobs were created. Retail was in third place with 368k jobs 

created.  

The unemployment rate fell to 13.3% which was markedly better than expected 

(chart 2). The unemployment rate is derived from the household survey that 

registered a 3.8 million gain in jobs relative to a 1.75 million expansion of the 

labour force. One possibility had been that the UR wouldn’t rise as much or even 

fall if the labour force shrank but this wasn’t the driver of the decline in the 

unemployment rate last month. The job gain was the driver. 

Nevertheless, the U-3 official measure of the unemployment rate is a lousy gauge 

of overall worker utilization. The U-6 measure of unemployment and 

underemployment declined only modestly to 21.2% (22.8% prior). 

Private payrolls were up by 3.1 million while government jobs fell by 585k and 

almost all at the state and local levels. 
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Wage growth fell back to 6.7% y/y (8% prior) as there was less of a distortion this time 

through the loss of lower paying jobs that made it look like average wage gains had 

accelerated (chart 3). This time the job gain diminished the role of this effect. 

Total hours worked jumped by 4.3% m/m after a massive 15.1% m/m prior decline. 

Hours worked are still tracking a 44% q/q decline at a seasonally adjusted and 

annualized rate into Q2. Since GDP is an identity expressed as hours worked times 

labour productivity, on its own, the still large tracking for a sharp decline in hours 

worked is a big negative for Q2 GDP. 

A strong caveat is that there remains an out-sized number of workers who in the 

household survey count themselves as unemployed but on temporary layoff (chart 4, 

red line). They numbered 15.3 million in May which is down from the peak during the 

prior month when 18.1 million were temp layoffs. That still leaves us at 14.5 million 

higher than the pre-shock trend. 

The payroll survey likely has employers taking a similar approach to counting workers 

on temporary lay off as they reassess their businesses and determine what fraction of 

furloughed employees to bring back. If all of them return then the job market will 

recover much faster. If employers reassess and a fair portion of laid off workers do not 

return and drop off payroll then we could see volatile numbers ahead in the payroll 

report. Within the household survey, such a development would see more workers 

migrating away from the temp layoff line in chart 1 to the rising permanent job loss 

category (grey line).   
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