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Making Sense

Labor Market Softening: Normalization, Not Weakening

In this month’s market update, we discussed the path forward for interest rates, continued housing market imbalances, and
the May equity rally. We also considered labor market trends, which we analyze further in today’s note.

The labor market has begun to normalize. Supply shortages have been a defining feature of the labor market and the
macroeconomic situation in general for the last few years. There were multiple job openings available per unemployed
person, wages were growing at a rate inconsistent with stable inflation, and firms were reporting persistent worker shortages.
Over the last several months, these trends have abated.

Each month, the Labor Department releases its latest Job Openings and Labor Turnover Survey (JOLTS). We closely follow
that report’s quits rate, the number of workers who voluntarily leave their positions as share of total employment. This
measure peaked at 3% in 2021-22 when there was a fair amount of churn in the labor market and workers were leaving roles
for new opportunities. Over the last few months however, this rate has fallen even below the pre-pandemic level,
suggesting workers may now feel less confident about their prospects.

Several other labor market variables have notably softened recently: the unemployment rate is up to 3.9% (from a low of
3.4%), the most recent jobs report posted a sub-200,000 gain, and wage growth has slowed to 4.7% (down from 6.7%).
These declines are substantial, but their magnitude really says more about the extraordinary period following the pandemic
than the current state of the labor market. We believe the recent softening of labor market data currently represents a
return to normality and not a material weakening.

Figure 1: Labor Market is Coming into Balance

Wage Growth and Voluntary Quits Rate

= \Nage Growth (year-over-year, left axis)

e QUits Rate (right axis)
6 3.0
5 2.5
4 2.0
3 1.5
2 1.0

2018 2019 2020 2021 2022 2023 2024

Source: Labor Department; Federal Reserve Bank of Atlanta


https://landing.firstcitizens.com/00_2024-05WealthMakingSenseOn-DemandWebinar_LP-Register.html?utm_medium=email&utm_source=outlook&utm_campaign=wealthinternalmarketupdatewatchnow&utm_content=watchnow

FirStCitizenS Making Sense | May 2024

WEALTH MANAGEMENT

Capital Management Group | First Citizens Bank | 8510 Colonnade Center Drive | Raleigh, NC 27615
First Citizens Bank | 8510 Colonnade Center Drive | Raleigh, NC 27615

Phillip Neuhart | SVP, Director of Market and Economic Research
phillip.neuhart@firstcitizens.com | 919.716.2403

Brent Ciliano, CFA | SVP, Chief Investment Officer
brent.ciliano@firstcitizens.com | 919.716.2650

Blake Taylor | VP, Market & Economic Research Analyst
blake.taylor@firstcitizens.com

The views expressed are those of the author(s) at the time of writing and are subject to change without notice. First
Citizens does not assume any liability for losses that may result from the information in this piece. This is intended for
general educational and informational purposes only and should not be viewed as investment advice or re commendation
for a security, investment product or personal investment advice.

Your investments in securities, annuities and insurance are not insured by the FDIC or any other federal government
agency and may lose value. They are not a deposit or other obligation of, or guaranteed by any bank or bank affiliate and
are subject to investment risks, including possible loss of the principal amount invested. Past performance does not
guarantee future results.

First Citizens Wealth Management is a registered trademark of First Citizens BancShares, Inc. First Citizens Wealth
Management products and services are offered by First-Citizens Bank & Trust Company, Member FDIC; First Citizens
Investor Services, Inc., Member FINRA/SIPC, an SEC-registered broker-dealer and investment advisor; and First Citizens
Asset Management, Inc., an SEC-registered investment advisor.

Brokerage and investment advisory services are offered through First Citizens Investor Services, Inc., Member
FINRA/SIPC. First Citizens Asset Management, Inc. provides investment advisory services.
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