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Data Release: Job growth continues its strong run through December with 252k jobs created 

 Non-farm payrolls rose 252k in December, beating the consensus forecast of 240k. Private-sector 
employment rose 240k, while governments added 12k. Revisions added a further 50k to payrolls, with 
November's total revised to 353k (from 321k previously) and October's to 261k (from 254k). 
             

 The unemployment rate fell 0.2 percentage points to 5.6% in December bringing it to its lowest level since 
June 2008. The decline came as household survey employment rose 111k, but the labor force shrank by 
273k. The labor force participation rate fell to 62.7%, fully reversing two consecutive months of gains.  

 Across industries, goods-producing employment rose by a whopping 67k. Gains were mainly in 
construction, which rose by 48k, but manufacturing employment was also up a robust 17k. Services-
producing employment decelerated to 173k from November's blockbuster 293k tally. 

 The one sore point in the report was the weakness in wages. Average hourly earnings fell 0.2% in 
December and  November's previously reported gain of 0.4% was revised down to +0.2%. Hourly earnings 
are up just 1.7% from a year-ago, down from 1.9% in November. Average weekly earnings declined 0.2% 
on a month-over-month basis, but accelerated on a year-over-year basis to 2.5% from 2.2% last month. 

 For the year as a whole, 2014 marked the strongest pace of U.S. job growth since 1999 with nearly 3.0 
million jobs created. The unemployment rate fell 1.1 percentage points through the year, marking the 
second year that it has declined by over a percentage point (it fell 1.2 pp in 2013). Contrary to 2013, the 
decline in unemployment in 2014 came as the labor force grew by just over 1.0 million workers. The 
participation rate edged down just 0.1 pp through the year, much smaller than the 0.9 pp decline in the 
previous year. 

Key Implications 

 The buoyant job market is the main source of economic optimism both from the Fed and economy 
watchers like ourselves. This is yet another month when job growth has busted through expectations, even 
as these have moved steadily higher. To quote Prince, "tonight we're going to party like its 1999."  

 The last year was a truly breakout year for the labor market. The strongest job growth in 15 years came 
alongside rapidly declining job vacancies and increasing labor market turnover -- both signs of a healthy 
labor market. Businesses are increasingly looking to hire and workers are increasingly confident in their 
prospects of finding a job. All this suggests that the momentum should continue into the next year, 
providing support to domestic spending even amidst a gloomy global backdrop.  

 The Fed's minutes noted that weak core inflation would not be sufficient to forestall it from raising its 
benchmark interest rate. This is based on a belief that inflation will move higher as the labor market 
improves. The continued weakness in wage growth, however, suggests that this may take longer than the 
Fed anticipates. Despite robust job gains, considerable slack remains; at a minimum, more than is shown 
by the 5.6% unemployment rate. 
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