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Making Sense

May’s Employment Data:

Hotter Labor Market Report Keeps Fed Focused on Inflation

In Brief:

Takeaways from May’s
employment data:

o Net new jobs: +272,000
e Unemployment rate: 4.0%
o Wage gains: +4.1% yly

What does it mean for
you?

e The labor market is still
strong despite some softening
in recent data.

e The Fed’s cautious stance will
likely continue until inflation
data improves, the economy
cools, or both.

What to watch:

e Commentary from the Fed
about the interest rate outlook
during its next meeting on
June 12t which also includes
the updated Summary of
Economic Projections.

e Stay informed and submit
your questions at
FirstCitizens.com/Market-

Update.
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Employment data for May were considerably firmer than expected and drove Treasury
yields higher as investors adjusted expectations for the Fed’s interest-rate cuts.

New payroll gains were +272,000 in May, over 50% higher than markets expected for the
month. Wage growth was also very firm, rising 0.4% in May and causing the yearly rate to
accelerate to +4.1%. In recent weeks, a dominant narrative has been that the Federal Reserve
will be watching not only the inflation outlook but also for any potential signs of labor market
deterioration. Today’s strong job gains and firmer wage growth will likely keep the Fed
focused on inflation at next week’s meeting.

The unemployment rate ticked up by 0.1% further and crossed 4.0% for the first time since
January 2022. Some analysts and commentators note that a rise in unemployment by more
than a few tenths of a percent is a worrying sign (the unemployment rate has risen by 0.6%
from 3.4% over the last 14 months). Data on layoffs and jobless claims remain fairly muted
however, and we believe the labor market is strong and normalizing from its significantly
distorted post-pandemic state.

Today’s hotter than expected report will keep the Fed focused on the overheated
economy. But if the unemployment rate continues to step up, both elements of the Fed’s
dual mandate—maximum employment as well as price stability—will increasingly
become part of the narrative going forward.

Figure 1: Job Growth Has Remained Very Strong

800 Three-Month Average of New Nonfarm Payrolls
Thousands per month
700
600
500
400
300
200

100

0

Jan '22 May '22  Sep 22 Jan 23 May '23  Sep 23 Jan 24 May 24

Source: BLS



https://www.firstcitizens.com/content/dam/firstcitizens/pdfs/wealth/market-outlook/2024/labor-market-softening.pdf
https://www.firstcitizens.com/wealth/market-outlook?utm_medium=email&utm_source=marketo&utm_campaign=marketoutlookhub&utm_content=pdfreports
https://www.firstcitizens.com/wealth/market-outlook?utm_medium=email&utm_source=marketo&utm_campaign=marketoutlookhub&utm_content=pdfreports

FirStCitizenS Making Sense | Employment June 7, 2024
WEALTH MANAGEMENT

Capital Management Group | 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 | Market and 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 Citize ns 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
recommendation 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 Manageme nt products and services are offered by
First-Citizens Bank & Trust Company, 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 Ci tizens Asset Management, Inc. provides
investment advisory services.



mailto:blake.taylor@firstcitizens.com
mailto:brent.ciliano@firstcitizens.com
mailto:phillip.neuhart@firstcitizens.com

	Making Sense
	Hotter Labor Market Report Keeps Fed Focused on Inflation. 




