
 

United States 
Job market smashes expectations for second month running

 Non-farm payrolls rise 255,000 in July after 

292,000 gain in June 

 Unemployment rate holds at 4.9% 

 Pay growth edges higher 

News of the US economy continuing to add jobs at an 

encouragingly solid pace in July fuels further 

speculation that the Fed will turn the screws and 

tighten policy again later this year.  

Buoyant hiring 

Official data showed non-farm payrolls rising by 

255,000 in July, smashing market expectations for a 

second month running. Polls had pointed to an 

expected 180,000 increase. Data for both June and 

May were also revised slightly higher to +292,000 and 

+24,000 respectively. That leaves the average 

increase for the past three months at a robust 190,000, 

its highest since March. 

Employment rose in all broad sectors of the economy, 

helping to keep the rate of unemployment at 4.9% 

amid an increase in the number of people entering the 

labour market looking for work. 

Adding to the good news was an improvement in pay 

growth. Average hourly earnings rose 0.3% against 

expectations of a mere 0.2% rise. While the annual 

pace of pay growth remained stuck at 2.6% and 

disappointing compared to pre-crisis rates, 

policymakers will be encouraged by signs that pay is 

picking up. 

Fed likely to hike again 

The steady job market improvement keeps alive the 

possibility of the Fed hiking rates again this year, but 

worries about sluggish economic growth and 

deteriorating productivity, as well as uncertainty 

created by the presidential election, suggest that any 

tightening of policy will be delayed until December. 

The problem facing the Fed is that the ongoing robust 

rate of job creation is taking place against a backdrop 

of weak output growth, suggesting productivity and 

profit margins are likely to be suffering.  
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US economic growth indicators 

 
Sources: IHS Markit, Bureau of Labor Statistics, Commerce Department.   

Lingering growth worries 

GDP growth has disappointed in the first half of the 

year, and Markit’s PMI data – which accurately foretold 

of the sluggish expansion in the first two quarters – 

suggest that growth has remained firmly stuck in a low 

gear in July. The July PMI sets the scene for another 

spell of meagre 1% annualised GDP growth in the third 

quarter.  

However, like the official data, the Markit PMI has 

signalled robust hiring so far this year (an average 

monthly rise of 175,000 signalled by the surveys 

compares with 186,000 recorded by the official data), 
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and consequently indicates that 2016 has so far seen 

the worst period of productivity growth recorded this 

side of the global financial crisis. 

 
 

Chris Williamson 

Chief Business Economist 

IHS Markit 

Tel: +44 207 260 2329 
Email: chris.williamson@ihsmarkit.com 
Click here for more PMI and economic commentary. 
For further information, please visit www.markit.com 

 

https://ihsmarkit.com/
mailto:chris.williamson@ihsmarkit.com
http://www.markit.com/en/about/news/commentary/markit-economics/markit-economics.page

