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Data Release: The +200k streak ends. U.S. employment growth falls to 142k in August 

 Non-farm payrolls rose by 142k in August, well below expectations for 230k. Private-sector hiring expanded by 
134k. The consensus forecast was for 214k. Government payrolls added 8k to the total. 

 Revisions piled on the bad news subtracting a net 28k from payrolls. While July’s number was revised up 
slightly (to 212k from 209k previously), June's was pulled down to 267k (from 298k). 

 Goods-producing employment rose by 22k, due almost entirely by a 20k gain in construction employment. 
Manufacturing employment was flat on the month. Private services employment decelerated firmly to just 112k 
in August, the slowest rate since January.  

 The unemployment rate fell to 6.1% in August. Household survey employment rose by a meagre 16k, but the 
exit of 64k from the labor force brought the participation rate back to its cycle low of 62.8%. 

 Average hourly earnings came in on consensus, rising by 0.2% and up 2.1% from a year ago.  

Key Implications 

 Well that was a shocker. Talk about raining on parade day. While undoubtedly disappointing, this report stands 
in contrast to a myriad of other indicators that point to rising economic momentum.  

 We do not expect the weakness to continue and are chalking today's release up to the usual forces of month-
to-month volatility. With job openings at the highest level in seven years and layoffs at record lows, job growth 
should return to the 200k mark in the months ahead.  

 The setback in job growth is unlikely to change the Fed's assessment of the broader economy. Nor is it reason 
to expect any change in the pace of tapering. Asset purchases will likely end in October and while 
reinvestment will continue, the Fed is likely to move away from forward guidance suggesting that the first rate 
hike is still a "considerable" time away. 

 Nonetheless, wage growth remains muted. Fed Chair Janet Yellen has speculated that this may be due to 
pent-up wage deflation, but the evidence for this is highly inconclusive. If there is something that will stay the 
Fed's hand in moving interest rates, this is it. 

 The pullback in the participation rate is a shot across the bow to those expecting a cyclical recovery in the 
indicator. Given the continued aging and exit of baby-boomers from the labor force, the best-case scenario for 
the participation rate is that it stabilizes. With a stable participation rate, the labor force will grow by 120k per 
month. Assuming job growth moves back to the 200k a month mark (registered in the household survey), the 
unemployment rate will fall by 0.2pp per quarter, bringing it to 5.5% by the midpoint of next year. 
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