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US: Job capitulation continues

Another 4.427 million people filed a new unemployment claim last week
bringing the total jobs lost to 26.5 million since mid-March. With the pain
spreading from retail and hospitality to other sectors less than half of the
working age population of America will be earning a wage by May

Total initial jobless claims
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Another grim day for the household sector
Initial jobless claims for the week of 18 April were 4.427m. This was marginally below the 4.5m

consensus and as we scramble to look for positives, we can say that this is third consecutive fall in

initial claims.

Nonetheless this is an awful outcome (today’s number is more than six times higher than even the
worst figure during the peak of the Global Financial Crisis in 2009) and underlines the economic
pain for US households brought about by the pandemic. Nearly 27 million jobs have been lost

since mid-March with millions more set to follow.

It is clear that while the initial wave of job losses were concentrated in retail and hospitality due to
the shutdowns, it is spreading to suppliers and to other industries. Terrible manufacturing surveys

point to job losses and the business service sector is certainly not going to be immune.

As such, it will be interesting to see what happens in the states that are re-opening parts of their

economy from this weekend - Georgia, Tennessee, South Carolina and Florida. We would assume
jobless claims will fall back sharply here, but if consumers remain reluctant to go shopping or visit
a restaurant due to lingering Covid-19 fears, then employment is not going to rebound quickly. As

such it would be another signal that a V-shaped recovery for the US economy is highly unlikely.
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Weekly initial jobless claims (000s)
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Source: Bloomberg, ING
How bad can it get?
The April jobs report is published on Friday 8 May, but we have to remember the data is collected
in the week of the 12th so today’s numbers will actually be more applicable to the May jobs report,

published in early June.

If we assume unemployment has risen 20 million in April, that would push the unemployment rate
to around 16%. An additional 10 million unemployed in May and we are looking at an
unemployment rate of around 22%. Thankfully this is below the 24.9% peak experienced in 1933,
but we have to remember that one third of Americans aged 18-65 are not classified as employed

or unemployed - they are students, early retirement, homemakers, carers or sick.

This leads us to yet another sobering statistic - that less than half of working age Americans will
be earning a wage next month. In an election year, this means that the call for politicians to re-

open the economy is only going to get louder, irrespective of the health advice.

Employment and unemployment with ING forecasts for April and May 2020
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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 NV and its subsidiary and dffiliated 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. The producing legal
entity 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 subject to limited requlation by the
Financial Conduct Authority (FCA). 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.
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