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Employment: Headline Miss, Solid Details Again

Bottom Line: For the second month in a row, the payrolls report missed expectations for nonfarm payroll growth
in December, but there was once again a significant divergence between the headline number from the
establishment report and the household survey used to calculate the unemployment rate. The household survey
tacked on gains of 651k jobs to November's 1.1 million tally, pushing the unemployment rate down to 3.9% as the
labor force participation rate held firm at 61.9%. Moreover, there was stronger than expected wage growth as the
average workweek was unchanged. Overall this was a solid report that will likely reaffirm the Fed's
message sent in the Minutes from the December meeting and by several Fed speakers this week -- the
FOMC plans to end asset purchases in March, potentially begin to hike rates as early as March, with a plan to
move 25bp two or three times this year and begin to allow its balance sheet to run off, possibly as early as the
middle of the year.
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Payroll Employment rose by 199k in December, compared with market expectations for an increase of 450k.
The prior 2 months were revised, higher in November by 39k and higher in October by 102k.

Government jobs FELL by 12k. Consequently, private sector jobs ROSE by 211k. Private education jobs rose
by 3k. State and Local education jobs rose by 3k. Overall employment is now 4.5% ABOVE its year-ago level.
Over the past 12 months, 6,448k jobs have been created.

In December, the job gains were in:

e Trade, Transportation & Utilities (+32k with -2k of those in Retail Trade),

e Professional & Business Services (+43k with a slip of 1.6k in Temp Help Services),
e |eisure & Hospitality (+53k),

e Manufacturing (+26k),

e Construction (+22k),

e Other Services (+13k),

e Financial Activities (+8k), and Education & Health Services (+6k).

Jobs were shed in Government (-12k).
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The Unemployment Rate FELL by 0.3 percentage points in December to 3.9%, compared with market
expectations for a small decline to 4.1%. Household employment rose by 651k while the labor force increased by
168Kk, resulting in a decrease in the number of unemployed of 483k.

The Labor Force Participation Rate was UNCHANGED at 61.9%.

The Employment-Population Ratio ROSE by 0.2 percentage points to 59.5%. The number of people
Working Part-Time for Economic Reasons FELL by 4263k to 00k. while Long-Term Unemployment FELL by
185k to 2,008k (accounting for 31.8% of the unemployed), while the Mean Duration of Unemployment FELL by
0.5 weeks to 28.6 weeks.There are now 6.3 million people officially unemployed. In addition, there are another
5,713k people who say they want a job but are not currently looking for one.
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Working Part-Time for Economic Reasons
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Average for
Three Six  Twelve Five Ten
Dec-21 Nov-21 Oct-21 Sep-21 Months Months Months 2020 2019 Years Years
Unemployment Rate 3.9% 4.2% 4.6% 4.7% 4.2% 4.7% 5.4% 8.1% 3.7% 5.0% 6.1%
Civilian Labor Force (min.) 162.3 1621 1616 1615 1620 161.7 1612 1646 163.1
Change (thousands) 168 516 139 -34 274 201 135 121 215 137 96
Household Employment (min.) 156.0 1553 1542 1538 1552 1542 1526 1499 1587
Change (thousands) 651 1,090 428 639 723 729 508 166 236 185 173
Unemployed (min.) 6.3 6.8 74 7.7 6.8 76 8.6 10.8 58 74 9.0
Change (thousands) 483 -617 -255 -710 -452 -528 -373 45 -21 48 -7
Not in the Labor Force (mlin.) 99.8 999 1003 1003 100.0 1001 100.3 1006 956 96.5 93.6
Currently wants a job (min. 5.7 58 59 59 58 59 6.3 73 49 57 6.0
Adjusted Unemployment Rate  7.2% 75% 80% 81% 75% 80% 89% 108% 63% 79% 91%
Not at work due to weather (0! 0.0 37.0 27.0 94.0 213 438 1297 1110 1120 1378 1446
Mean Duration (in weeks) 28.6 291 269 28.3 28.2 286 28.8 237 20.8 234 29.2
Long-Term Unemployed (000's) 2,008 2193 2339 2664 2180 2622 3337 3979 1177 1965 2,897
Part-Time for Economic Reasol 0 4263 4328 4406 2,864 3627 4527 6,082 4119 5035 6,149

(000s)

Source: Bureau of Labor Statistics, Department of Labor via Bloomberg. Our calculations.

The Index of Aggregate Hours ROSE by 0.2%, combining the moderate gain in private payroll employment and

the steady workweek.

Hourly Earnings ROSE by 0.6% in December, above market expectations of 0.4%. Hourly earnings are now

4.7% ABOVE their year-ago level.



Weekly Earnings also ROSE by 0.6%, the result of the change in hourly earnings and a steady workweek.
Weekly earnings are now 4.7% ABOVE their year-ago level.

The Average Workweek was UNCHANGED at 34.7 hours, BELOW the market consensus at 34.8 hours.

Annualized Averages for
Three  Six Twelve Five Ten

Dec-21 Nov-21 Oct21 Sep-21 Months Months Months 2020 2019 Years Years

Average Hourly Earnings 0.61% 0.4% 0.6% 0.6% 6.2% 5.8% 4.7% 2.9% 3.4% 3.4% 2.5%
Prior Estimate 03% 04% 06%
Average Weekly Earnings 061% 04% 03% 11% 50% 58% 47% 23% 34% 37% 27%

Average Weekly Hours

Total Private 34.7 34.7 34.7 34.8 34.7 34.7 34.8 34.2 33.5 33.7 33.7
Prior Estimate 34.7 34.8 34.9

Goods Producing 40.1 40.0 399 405 40.0 401 401 399 401 403 40.3

Manufacturing 40.3 404 403 405 403 404 404 40.0 404 40.6 407

Overtime 0.0 32 32 33 21 27 29 32 32 33 33

Service Producing 33.7 337 337 336 337 337 337 336 332 333 333

Index of Aggregate Weekly Hours

Total Private 0.2% 03% 03% 09% 29% 4.9% 50% 08% 18% 01% 1.0%

Prior Estimate 05% 03% 09%

Goods Producing
Manufacturing
Senvice Producing

05% -09% 16% 04% 53% 33% -08% 36% 03% 1.0%
04% 00% 04% 18% 41% 36% -12% 24% -05% 02%
02% 09% 04% 50% 50% 57% 13% 15% 00% 09%
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Source: Bureau of Labor Statistics, Department of Labor via Bloomberg. Our calculations.

Average Weekly Hours
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