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Disappointing US jobs report: A huge miss

While we were expecting jobs growth to slow down this time, few
could have predicted such weak payroll numbers. The poor reading
only cements market expectations for Fed rate cuts ahead
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Worse than expected

The latest US jobs report has done little to stem the wave of economic pessimism sweeping over
markets. Jobs growth slipped to 75k, although importantly we think is more likely to be down to
constrained supply rather than weaker demand for labour. Admittedly there have been one or two
pockets of weakness - manufacturing employment growth has slowed in recent months, but in
May, manufacturing growth barely moved from the previous month (slowed to 3000). However,
we expect it to come under further pressure as production slows in the near-term

The manufacturing sector isn't immune from the wider skill shortage issue that has swept through
the jobs market. The NFIB small business survey suggests that almost 40% of firms have positions
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they cannot fill, while these firms cite labour quality as by far their single biggest problem.

US monthly change in non-farm payrolls
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In other words, a slower trend in jobs growth over coming months shouldn't necessarily be
interpreted as a sign of emerging weakness. Importantly, there are broad signs that these supply
constraints are gradually translating into higher wage growth.

Average hourly earnings missed estimates but still rose by 0.2% on the month and there are also
signs are having to offer a broader range of incentives to retain/attract staff. The latest Federal
Reserve Beige Book talked of firms using expanded benefits packages to improve retention.

In short, the latest jobs report still suggests the US economy is in relatively solid shape for
the time being. With wage growth outpacing inflation and consumer confidence close to
multi-year highs, consumer spending should continue to underpin overall growth during the
second quarter.

But with rising concerns over where President Trump will take his trade war to the next
stage, risks facing the economy are undoubtedly growing - albeit the 100bp of easing now
priced in by the end of 2020 may be a little overdone.
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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 BR0O00341) at 8-10
Moorgate, London EC2 6DA. For US Investors: Any person wishing to discuss this report or effect transactions in any security
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.
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