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Gradual signs of cooling

October labour market data generally affirmed the sense of cooling labour markets.
The Jobs report surprised to the downside as nonfarm payrolls came in at 150k relative to
consensus of 180k. Service sectors, such as government, healthcare and social assistance,
primarily attributed for job gains. Manufacturing recorded job losses, although they could
be partly explained by the UAW’s strike. The cooling picture was further underscored
by August and September releases being revised down, corresponding to a combined
downward revision of 101k.

JOLTs Job Openings were little changed at 9.6m in September, with unfilled
vacancies per unemployed hovering around 1.50, markedly above the pre-pandemic
range of 1.2. Layoffs painted a similar picture, edging down to 1.52m (the lowest level
since December 2022), suggesting that labour markets remain tight. But even so, the
unemployment rate continued to tick slightly higher to 3.9%, as the household survey
recorded a 348k decline in the number of employed workers.

Growth in wage sum moderated as average hourly earnings maintained declining
momentum in October, printing 0.21% m/m (4.1% y/y) compared to 0.33% m/m
(4.3% yly) in September. As wage growth is a key driver of nominal consumption, we
continue to forecast cooling consumption growth towards winter, and thus also easing
inflation. That said, alternative indicators, such as the Employment Cost Index, Atlanta
Fed’s median wage tracker and Indeed Hiring Lab’s tracker based on job postings suggest
that nominal wage growth still remains too fast for comfort.

Productivity growth surged to a 4.7% annualized rate in Q3, exceeding the already robust
increase of 3.6% in Q2. Besides contributing to the upside surprise in Q3 GDP, upbeat
productivity growth has considerably calmed unit labour cost growth. As such,
persistently stronger productivity growth would increase the chance of a ‘goldilocks’ soft
landing, as inflation can continue to cool even without a sharp slowdown in growth. That
said, forecasting productivity remains as difficult as ever.

Nevertheless, also the latest leading data has continued to support the case for a soft
landing, with the service sector continuing to ebb while manufacturing recovered.
PMI/ISM price indices suggest that the wave of inflation is mostly over, and employment
indices also ticked slightly lower. However, not all indicators paint a uniform picture.
For example, NFIB’s survey data continued to point towards tight labour markets and even
rising price pressures, despite some easing since 2022.

As a bottom line, we continue to see tight, but gradually easing labour markets
conditions. While labour demand has remained stronger than anticipated, recovering
labour supply and stronger productivity have eased upward pressure on labour costs.
Accordingly, we still believe that the Fed will maintain rates at current restrictive levels,
with the first rate cut pencilled in for March 2024. Renewed rise in wage pressures, whether
driven by persistent demand, supply recovery losing steam or weaker productivity growth,
could push the Fed towards maintaining rates high for longer.

Important disclosures and certifications are contained from page 8 of this report.

Auto strikes could explain the decline
in manufacturing payrolls
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Wage growth edging lower
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Strong productivity growth drives
down unit labour costs
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US labour marketin one chart

Severalindicators suggest that labour markets still remain tight and in any case, there is still very little slack in the market
despite the modest uptick in unemployment rate
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Note: the diagram shows the level of tightness of different US labour market key figures at different times, compared with the level of the same figures in the pre-covid
peak in early 2020 (index=100)] and post-covid through in spring (index = O). Counter-cyclical figures (jobless claims, marginally attached and working part time for
economic reasons) are inverted; thus, the higher index (the further from the middle) the better (tighter] is the state of the labour market.

For JOLTS data we have used the average of the past two observations as the newest figures

Source: BLS [JOLTS]), Atlanta Fed, Macrobond Financial

ISM employment vs nonfarm

ISM employment indices diverged, with the average hovering around the neutral
level of 50
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Labour demand

Job openings rolling over, yet still above pre-covid trend
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Hiring plans clearly off the peak
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Americans still relatively confident in their job prospects

Labour shortages have not yet fully dissipated
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Difficulties in finding workers appear to ease, although the Among sectors, Leisure and hospitality remains the hardest
starting point was a historically tight labour market hit by the labour shortages
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Employment measures

Employment growth still at healthy levels

Employment above pre-covid level, but still below trend
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All sectors apart from “Leisure & Hospitality” have reached
the February 2020 level in employment
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Labour shortages continue to limit the recovery in leisure &
hospitality employment
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Fewer people working part-time for economic reasons is little
different from its February 2020 level

Employment to population ratio still below previous levels
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Unemployment measures
Unemployment rate is still below Fed’s NAIRU estimate Long-term unemployment is little changed
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Long-term unemployment rate below the historical average
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Short-term unemployment rate is around the lowest level
since 1953
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Long-term unemployment in % of total unemployment
remains low

Long-term unemployment still at Tow levels
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Permanent layoffs remain low
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Labour market flows
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Initial jobless claims have hardly even risen from the lows

Total continuing claims remain low
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Participation
Participation rate edged higher after stalling in March Labour force recovering, but still below pre-covid trend path
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Participation rate, 35-44, men
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Early retirements have likely contributed to labour shortages
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Wage growth and inflation

Employment costs continues to decline
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Clear signs of easing labour shortages in service-sector
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Declining wage pressure Wage growth within “Leisure & Hospitality”
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Unit labour cost growth continuing to turn south
150-% %

Unit labour costs
PCE Price Index,

1 1 1 1 1 1 1 1 1 1 1
70 75 80 85 S0 95 00O 05 10 15 =20

Source: Macrobond Financial, BLS, Census, BEA

7| 17 November 2023 https://research.danskebank.com




US Labour Market Monitor

Disclosures

This research report has been prepared by Danske Bank A/S (‘Danske Bank’). The authors of this research report
are Antti llvonen, Analyst and Oscar Pedersen, Assistant Analyst.

Analyst certification

Each research analyst responsible for the content of this research report certifies that the views expressed in the
research report accurately reflect the research analyst’s personal view about the financial instruments and issuers
covered by the research report. Each responsible research analyst further certifies that no part of the compensation
of the research analyst was, is or will be, directly or indirectly, related to the specific recommendations expressed
in the research report.

Regulation

Danske Bank is authorised and regulated by the Danish Financial Services Authority (Finanstilsynet). Danske Bank
is authorised by the Prudential Regulation Authority in the UK. Subject to regulation by the Financial Conduct
Authority and limited regulation by the Prudential Regulation Authority. Details about the extent of our regulation
by the Prudential Regulation Authority are available from us on request.

Danske Bank’s research reports are prepared in accordance with the recommendations of Capital Market Denmark.
Conflicts of interest

Danske Bank has established procedures to prevent conflicts of interest and to ensure the provision of high-quality
research based on research objectivity and independence. These procedures are documented in Danske Bank’s
research policies. Employees within Danske Bank’s Research Departments have been instructed that any request
that might impair the objectivity and independence of research shall be referred to Research Management and the
Compliance Department. Danske Bank’s Research Departments are organised independently from, and do not
report to, other business areas within Danske Bank.

Research analysts are remunerated in part based on the overall profitability of Danske Bank, which includes
investment banking revenues, but do not receive bonuses or other remuneration linked to specific corporate finance
or debt capital transactions.

Financial models and/or methodology used in this research report

Calculations and presentations in this research report are based on standard econometric tools and methodology as
well as publicly available statistics for each individual security, issuer and/or country. Documentation can be
obtained from the authors on request.

Risk warning

Major risks connected with recommendations or opinions in this research report, including as sensitivity analysis
of relevant assumptions, are stated throughout the text.

Expected updates
Ad hoc

Date of first publication
See the front page of this research report for the date of first publication.

General disclaimer

This research has been prepared by Danske Bank A/S. It is provided for informational purposes only and should
not be considered investment, legal or tax advice. It does not constitute or form part of, and shall under no
circumstances be considered as, an offer to sell or a solicitation of an offer to purchase or sell any relevant financial
instruments (i.e. financial instruments mentioned herein or other financial instruments of any issuer mentioned
herein and/or options, warrants, rights or other interests with respect to any such financial instruments) (‘Relevant
Financial Instruments’).

This research report has been prepared independently and solely on the basis of publicly available information that
Danske Bank A/S considers to be reliable but Danske Bank A/S has not independently verified the contents hereof.
While reasonable care has been taken to ensure that its contents are not untrue or misleading, no representation or
warranty, express or implied, is made as to, and no reliance should be placed on, the fairness, accuracy,
completeness or reasonableness of the information, opinions and projections contained in this research report and
Danske Bank A/S, its affiliates and subsidiaries accept no liability whatsoever for any direct or consequential loss,
including without limitation any loss of profits, arising from reliance on this research report.

The opinions expressed herein are the opinions of the research analysts and reflect their opinion as of the date
hereof. These opinions are subject to change and Danske Bank A/S does not undertake to notify any recipient of
this research report of any such change nor of any other changes related to the information provided in this research
report.

This research report is not intended for, and may not be redistributed to, retail customers in the United Kingdom
(see separate disclaimer below) and retail customers in the European Economic Area as defined by Directive
2014/65/EU.

This research report is protected by copyright and is intended solely for the designated addressee. It may not be
reproduced or distributed, in whole or in part, by any recipient for any purpose without Danske Bank A/S’s prior
written consent.

8| 17 November 2023

https://research.danskebank.com




US Labour Market Monitor

Disclaimer related to distribution in the United States

This research report was created by Danske Bank A/S and is distributed in the United States by Danske Markets
Inc., a U.S. registered broker-dealer and subsidiary of Danske Bank A/S, pursuant to SEC Rule 15a-6 and related
interpretations issued by the U.S. Securities and Exchange Commission. The research report is intended for
distribution in the United States solely to ‘U.S. institutional investors’ as defined in SEC Rule 15a-6. Danske
Markets Inc. accepts responsibility for this research report in connection with distribution in the United States solely
to ‘U.S. institutional investors’.

Danske Bank A/S is not subject to U.S. rules with regard to the preparation of research reports and the independence
of research analysts. In addition, the research analysts of Danske Bank A/S who have prepared this research report
are not registered or qualified as research analysts with the New York Stock Exchange or Financial Industry
Regulatory Authority but satisfy the applicable requirements of a non-U.S. jurisdiction.

Any U.S. investor recipient of this research report who wishes to purchase or sell any Relevant Financial Instrument
may do so only by contacting Danske Markets Inc. directly and should be aware that investing in non-U.S. financial
instruments may entail certain risks. Financial instruments of non-U.S. issuers may not be registered with the U.S.
Securities and Exchange Commission and may not be subject to the reporting and auditing standards of the U.S.
Securities and Exchange Commission.

Disclaimer related to distribution in the United Kingdom

In the United Kingdom, this document is for distribution only to (I) persons who have professional experience in
matters relating to investments falling within article 19(5) of the Financial Services and Markets Act 2000
(Financial Promotion) Order 2005 (the ‘Order’); (I1) high net worth entities falling within article 49(2)(a) to (d) of
the Order; or (I11) persons who are an elective professional client or a per se professional client under Chapter 3 of
the FCA Conduct of Business Sourcebook (all such persons together being referred to as ‘Relevant Persons’). In
the United Kingdom, this document is directed only at Relevant Persons, and other persons should not act or rely
on this document or any of its contents.

Disclaimer related to distribution in the European Economic Area

This document is being distributed to and is directed only at persons in member states of the European Economic
Area (‘EEA’) who are ‘Qualified Investors’ within the meaning of Article 2(e) of the Prospectus Regulation
(Regulation (EU) 2017/1129) (‘Qualified Investors’). Any person in the EEA who receives this document will be
deemed to have represented and agreed that it is a Qualified Investor. Any such recipient will also be deemed to
have represented and agreed that it has not received this document on behalf of persons in the EEA other than
Qualified Investors or persons in the UK and member states (where equivalent legislation exists) for whom the
investor has authority to make decisions on a wholly discretionary basis. Danske Bank A/S will rely on the truth
and accuracy of the foregoing representations and agreements. Any person in the EEA who is not a Qualified
Investor should not act or rely on this document or any of its contents.

Report completed: 17 November 2023, 09:45 CET
Report first disseminated: 17 November 2023, 09:55 CET

9| 17 November 2023

https://research.danskebank.com




