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Unemployment rate falls to lowest since 2008, but job creation disappoints

B Jobless rate falls to 7.6%, lowest since 2008
® Non-farm payroll count disappoints at just 88k

® Data will fuel worries about sequestration
cooling of economic growth

The rate of unemployment in the US fell to 7.6% in
March, dropping for the second successive month to
its lowest since December 2008. Non-farm payroll
numbers were a massive disappointment, however,
rising by just 88,000 against analysts’ expectations of a
200,000 rise according to Reuters’ polls. Private sector
payrolls rose by only 95,000 rather than an expected
209,000. Disappointingly, the drop in the
unemployment rate could also be largely attributed to
people dropping out of the workforce, rather than
employment gains.

More encouragingly, February’s payroll count was
revised up from 236,000 to 268,000 — the strongest
rise for a year — and January's number was also
revised higher. Some 504,000 jobs are now estimated
to have been created in the first quarter as a whole,
down from 626,000 in the fourth quarter, but still a
healthy rise which could yet be revised higher still*.
The private sector added 513,000 jobs in the first
quarter against 697,000 in the fourth quarter.

The fall in the jobless count corresponds with other
data available so far, such as the business and
consumer surveys, retail sales, industrial production
and tax revenues data, which collectively indicate that
economic growth accelerated markedly in the first
quarter. However, there are some suggestions that
consumer confidence fell slightly in March due to
concerns over fiscal tightening, and the dip in rate of
growth of payrolls in March will add to talk of a possible
waning of the economy in the spring as the sequester
dampens business and consumer sentiment.

While talk among policymakers will therefore inevitably
turn increasingly towards the timing of the Fed's exit
from its current ultra-accommodative policy stance, the
dip in these payroll numbers and uncertainty caused
by sequestration suggest that the Fed will remain ultra-
cautious in its rhetoric.
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Non-farm payrolls

Employment level (non-farm payrolls, millions) Monthly change (thousands)
142 — — — — — — — - - 600

140
138
|

136

134 -~ 4

132

130 — - — 7-Monthly change o

Level

128

126 T T T T T T T
Jan-05 Jan-06 Jan-07 Jan-08 Jan-09 Jan-10 Jan-11 Jan-12 Jan-13
Sources: BLS (via Ecow in), Markit.

-1000

Payrolls v GDP

Change in non-farm payrolls ('000) US GDP, annualised % change

600 6.0
400 4.0

200
2.0

0
0.0

-200
-2.0

-400
-4.0

-600

GDP
-800 -6.0
= Employment

-1000 T T T T T T T -8.0

2006 2007 2008 2009 2010 2011 2012 2013

compiled by markit



Markit Economic Research

mark

Private sector non-farm payrolls

Private sector employment level (millions) Monthly change
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Government sector payrolls

Government employment level (millions) Monthly change
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* Sampling techniques result in considerable uncertainty about the
accuracy of the non-farm payroll numbers, meaning there is about a
90-percent chance that the true monthly change is between 90k
higher or lower than the published estimate, suggesting payrolls
could have risen by up to 178,000 or, at the other extreme, fallen by
2,000 in March. We should also note that the monthly change in the
unemployment rate is subject to an average error of about +/- 0.2%,
though revisions tend to be less marked than for the non-farm payroll
count.
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