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US jobs numbers set to bounce back in
April
Signs of skill shortages and rising wage growth should keep the Fed on
track to hike three more times by the end of 2018

Source: Shutterstock

Jobs growth
At face value, the last payrolls reading of 103k looked very disappointing. But there are a few
reasons why we were slightly less convinced. Firstly, for whatever reason, the March jobs numbers
tend to come in on the low side. We also think that the trend seen in February’s report – soaring
employment (326k payrolls) combined with a rapid influx into the jobs market – looked a bit too
good to be true.

A growing range of surveys suggests firms are finding it harder and harder to find staff. This is
neatly depicted by the Dice-DFH measure of vacancy duration, which shows it’s taking companies
twice as long to fill posts as it did during the depths of the crisis.

And according to the NFIB survey of small businesses, quality of labour has overtaken tax and
regulation to become the single biggest problem cited by small firms – the first time on record that
this has been the case. In the same survey, 35% of small businesses say they have at least one
position they can’t fill at all, the highest proportion since 2000.

The upshot is that a slower rate of jobs growth should not be wholly unexpected. Admittedly this
month we could see a rebound to the 200k area after the March drop. But with the economy
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essentially at full employment, even another weaker payrolls number is unlikely to have the effect
on Fed policy it once might.

Jobs dashboard: The economy is running out of workers

Source: Macrobond, ING

Wage growth
With firms finding it hard to find the right staff, they are inevitably having to pay more to attract
talent. This is particularly true of corporates outside of the big cities, where the pool of workers
with specific skills is often smaller. This week, we expect average hourly earnings (AHE) growth to
stick at 2.7%. But looking at a broader range of data, we are seeing increasing signs that these skill
shortages are feeding through.

Take the median wage growth calculations by the Atlanta Fed. One reason for looking at these
over the AHE numbers is that research has found they do a better job of adjusting for movements
in and out of the jobs market, for instance, the greater number of higher-paid retirees leaving work
(from the ‘baby boom’ generation) and a higher number of low-skilled people entering. Both
factors are believed to have pushed down the average level of pay.

These median pay calculations suggest those workers who have changed jobs in the past 12
months are being paid 4.4% more than a year ago, which is not far off the pre-crisis peak of 4.8%.
As these pay pressures continue to ripple through the jobs market overall, we wouldn't be
surprised to see the headline rate of wage growth testing 3% again this year.

This is a key reason why we expect three further hikes from the Fed this year.

http://macroblog.typepad.com/macroblog/2016/04/which-wage-growth-measure-best-indicates-slack-in-the-labor-market.html
https://think.ing.com/%7Bpage_2224%7D
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Wage growth of job switchers is not far off pre-crisis highs

Source: Atlanta Fed

Unemployment rate
As we alluded to above, we saw over 1.3 million people enter the labour market in January and
February. Nearly all of these workers found employment almost immediately, which meant that
the level of unemployment remained unusually flat. This doesn't really tally with the skill shortage
story, and we suspect some correction is due in the household survey this week. We saw a bit of a
readjustment in March, and a further fall in unemployment in April is likely to have dragged the
overall rate down to 4.0% - another post-crisis low.

Author

James Smith
Developed Markets Economist
james.smith@ing.com

Disclaimer

This publication has been prepared by the Economic and Financial Analysis Division of ING Bank N.V. (“ING”) solely for information
purposes without regard to any particular user's investment objectives, financial situation, or means. ING forms part of ING Group
(being for this purpose ING Group N.V. and its subsidiary and affiliated companies). The information in the publication is not an
investment recommendation and it is not investment, legal or tax advice or an offer or solicitation to purchase or sell any financial
instrument. Reasonable care has been taken to ensure that this publication is not untrue or misleading when published, but ING
does not represent that it is accurate or complete. ING does not accept any liability for any direct, indirect or consequential loss
arising from any use of this publication. Unless otherwise stated, any views, forecasts, or estimates are solely those of the author(s),
as of the date of the publication and are subject to change without notice.

The distribution of this publication may be restricted by law or regulation in different jurisdictions and persons into whose
possession this publication comes should inform themselves about, and observe, such restrictions.

Copyright and database rights protection exists in this report and it may not be reproduced, distributed or published by any person
for any purpose without the prior express consent of ING. All rights are reserved. ING Bank N.V. is authorised by the Dutch Central
Bank and supervised by the European Central Bank (ECB), the Dutch Central Bank (DNB) and the Dutch Authority for the Financial
Markets (AFM). ING Bank N.V. is incorporated in the Netherlands (Trade Register no. 33031431 Amsterdam). In the United Kingdom
this information is approved and/or communicated by ING Bank N.V., London Branch. ING Bank N.V., London Branch is authorised by
the Prudential Regulation Authority and is subject to regulation by the Financial Conduct Authority and limited regulation by the
Prudential Regulation Authority. ING Bank N.V., London branch is registered in England (Registration number BR000341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security

mailto:james.smith@ing.com


THINK economic and financial analysis

Article | 3 May 2018 4

discussed herein should contact ING Financial Markets LLC, which is a member of the NYSE, FINRA and SIPC and part of ING, and
which has accepted responsibility for the distribution of this report in the United States under applicable requirements.

Additional information is available on request. For more information about ING Group, please visit http://www.ing.com.

http://www.ing.com

