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Data Release: U.S. job market continued to strengthen in October 

 Non-farm payrolls rose by 214k in October, modestly below expectations for 235k. Private-sector hiring 
expanded by 209k, also under the consensus forecast of 225k.  

 The slight disappointment in the headline was made up for by positive revisions, which added 31k to payrolls, 
with September’s previous reading of 248k raised to 256k and August's 180k raised to 203k.  

 By industry, goods-producing employment had another strong month, rising by 28k, with job growth split 
between manufacturing (+15k) and construction (+12k). Private service-producing employment rose 181k, 
while government added another 5k to the total. 

 The unemployment rate fell by nearly 0.2 percentage points in October. Due to rounding the improvement 
appeared less pronounced, with the headline rate falling to 5.8% (from 5.9% in September). Still, this was an 
unmistakably good number especially alongside a rise in the labor force participation rate, which rose by 0.1 
pp. The labor force increased by 416k, its strongest gain since April, but was dwarfed by household-survey 
employment, which rose by an estimated 683k. 

 Average hourly earnings ticked up by 0.1%, leaving the year-over-year rate unchanged at 2.0%. Average 
weekly earnings were stronger, up 0.4%, (2.6% y/y), boosted by an increase in the average work week of 
0.3%. 

Key Implications 

 Don't judge this report by the headline, this was a great month for the American labor market. Seeing through 
the monthly volatility, the U.S. job engine is not just chugging along, it is gaining speed. The 2.3 million jobs 
created so far in 2014 is the highest tally since 1999. 

 Job growth is good, but job growth that brings people back into the workforce is even better. The rise in labor 
force participation was broad-based, but particularly strong among younger people. A continuation of this trend 
is exactly what the Fed is hoping for, reducing shadow slack and also the risk of permanent scarring in the 
labor force. 

 At this point, it is the employment side of the Fed's dual mandate that augurs for tighter policy, while the 
inflation side calls for caution. The modest uptick in wages may assuage fears that inflation has drifted too far 
below the Federal Reserve's target, but we're still a long way from robust wage growth. Weakness on the 
wage front is likely to give the Fed more pause than the downward drift in inflation from falling energy prices. 
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