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September Employment: Some Sizzle in a Cooling Trend

Summary

The September employment report was strong across the board. Nonfarm payrolls
jumped by 254K in the month, the hottest reading since March, and job growth in August
and July was revised higher by a cumulative 72K. Coming into today, the three-month
moving average on monthly nonfarm payroll growth was 116K. Today's print, when
paired with the upward revisions, pushes the three-month moving average up to a much
more robust 186K. The separate household survey from which the unemployment rate

is derived also showed signs of a labor market that is coming into balance rather than
collapsing. Employment as measured by the household survey outpaced growth in the
labor force, pushing the unemployment rate down by one-tenth to 4.1%.

Today's employment report is welcome news and suggests that the soft readings over the

prior few months were not a sign of an imminent and sharp increase in unemployment.

That said, one point does not make a trend, and there is still plenty of evidence to suggest

that the labor market is cooling. That this cooling appears to be gradual rather than
sudden reinforces our view that the FOMC will opt for a 25 bps reduction in the fed funds
rate at its November 7 meeting instead of a second-straight 50 bps rate cut.
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September Jobs Report Bucks Cooling Trend

Nonfarm payroll growth in September blew past expectations, expanding by 254K compared to a
consensus forecast of 150K. Perhaps even more encouragingly, job growth in August and July was
revised higher, reversing a string of reports when the revisions to job growth in prior months were
negative. Coming into today, the three-month moving average on monthly nonfarm payroll growth
was 116K. Today's print, when paired with the upward revisions, pushes the three-month moving
average up to a much more robust 186K. The sectors that have led the charge on employment growth
in recent months once again posted strong gains. Leisure & hospitality (+78K), healthcare (+45K),
government (+31K) and social assistance (+27K) accounted for 71% of the job growth in September
despite only accounting for roughly 40% of total employment. Overall hiring was more widespread in
September, with the diffusion index of industries adding jobs rising to 57.6. However, the amount of
jobs added by various other industries was still somewhat underwhelming. For example, professional
& business services were up by 17K, finance up 5K and information up 4K. Manufacturers continued
to shed jobs last month (-7K), while hiring at temporary staffing agencies fell for the 28th time in 30

months.
Monthly Change in Nonfarm Payrolls Industries Adding Jobs Over Past Month
Thousands Diffusion Index
1,100 1,100 90 90
mmHealthcare: Sep @ 45K
1,000 T muGovernment: Sep @ 31K T 1,000
I | _eisure & Hosp.: Sep @ 78K 80 T T 80
900 Payrolls Ex- Gov., Health and L&H: Sep @ 100K |T 900
800 + —6-Mo. Avg.: Jan @ 167K 1 800 70 + L 20
700 T T 700 60 L 60
600 1 + 600
50 50
500 + + 500
400 M + 400 40T T 40
300 | 1 300 30 4 130
200 | 200
I'I I 20 + {20
100 + | I | | I lII 100
! ! bl | 10 f—=— : 1 10
0 2 | 0 Diffusion Index: Sep @ 57.6
TI [ —3-Month Moving Avg.: Sep @ 52.9
-100 + : : : : : : : -100 0 : : : : : ‘ ‘ ‘ : 0
Jan-21  Jul-21  Jan-22  Jul-22  Jan-23  Jul-23  Jan-24  Jul-24 05 07 09 11 13 15 17 19 21 23
Source: U.S. Department of Labor and Wells Fargo Economics Source: U.S. Department of Labor and Wells Fargo Economics

The household survey offered a further hint of the jobs market stabilizing in September. The
unemployment rate edged down to 4.1%, its second consecutive monthly drop. Although still up from
3.7% at the start of the year, the jobless rate has been in the 4.1%-4.3% range since June in a sign
that the negative effects associated with job loss (e.g., weaker income, spending) are not building

on themselves and that employers are still able to absorb entrants to the labor force. To that end,
September's dip in the unemployment rate was driven by a sizable increase in the household measure
of employment (+430K) and decline in unemployed workers (-281K). The labor force participation
rate remained unchanged at 62.7%, although with a 0.1 point dip among prime-age workers (25-54)
and a sharp rebound among 16-24 year olds (from 54.8% in August to 55.5% in September). Under-
employment dropped back as well, with the U-6 unemployment rate slipping to 7.7% from 7.9% in
August.

The somewhat stronger picture of the jobs market extended to earnings growth as well. Average
hourly earnings rose more than expected, posting an increase of 0.4%. After an upward revision to
August, average hourly earnings are up 4.0% over the past year. Although still noticeably above the
pace that prevailed over the past cycle, we do not see the firming in September as a risk to derailing
the current downward trend in inflation. The underlying trend in the labor market still seems to be
toward gradual cooling, and a pickup in productivity growth further tempers the inflationary pressures
emanating from the labor market. The Fed will be looking more closely at its preferred gauge of
compensation pressures, the Employment Cost Index, which is due on October 31.
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U.S. Unemployment Rate

Seasonally Adjusted
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The September jobs report offers an encouraging sign that labor market conditions are stabilizing,
but we are not quite ready to declare victory over the shaky labor market data that pushed the FOMC
to cut the fed funds rate by 50 bps two weeks ago. Demand for new workers has turned to merely
lukewarm, as indicated by the downward trend in job openings, contractionary PMI employment
readings, drop in small business hiring plans and faltering consumer perceptions of job availability.
Fortunately, layoffs remain low, but an upturn could lead to a further downshift in net payroll growth

with firms reluctant to take on new workers.

For now, the gradual, rather than sudden, cooling in the jobs market appears supportive of the FOMC
easing by 25 bps instead of a second-straight 50 bps rate cut at its next meeting on November 7.
However, prior to the Committee's next gathering, there will be one more employment report released
on November 1, in addition to a key read on labor costs (the Q3 Employment Cost Index on Oct. 31)
and another month's worth of inflation data (see our September CPI preview here) that could alter our

expectations for the FOMC's next move.

Economics | 3


https://wellsfargo.bluematrix.com/links2/html/4c43f229-a09c-4326-9fbf-5e828339ecb1
https://wellsfargo.bluematrix.com/links2/html/a0754385-641c-4bb7-977f-0749cf3d8a88

Economic Indicator

Subscription Information

To subscribe please visit: www.wellsfargo.com/economicsemail

Via The Bloomberg Professional Services at WFRE

Economics Group

Jay H. Bryson, Ph.D.

Sam Bullard

Nick Bennenbroek
Tim Quinlan
Sarah House
Azhar Igbal
Charlie Dougherty
Michael Pugliese
Brendan McKenna
Jackie Benson
Shannon Grein
Nicole Cervi
Jeremiah Kohl
Aubrey Woessner
Delaney Conner
Anna Stein

Ali Hajibeigi

Coren Miller

4| Economics

Chief Economist

Senior Economist
International Economist
Senior Economist
Senior Economist
Econometrician

Senior Economist
Senior Economist
International Economist
Economist

Economist

Economist

Economic Analyst
Economic Analyst
Economic Analyst
Economic Analyst
Economic Analyst

Administrative Assistant

704-410-3274
704-410-3280
212-214-5636
704-410-3283
704-410-3282
212-214-2029
212-214-8984
212-214-5058
212-214-5637
704-410-4468
704-410-0369
704-410-3059
212-214-1164
704-410-2911
704-374-2150
212-214-1063
212-214-8253
704-410-6010

Economics

Jay.Bryson@wellsfargo.com

Sam.Bullard@wellsfargo.com

Nicholas.Bennenbroek@wellsfargo.com

Tim.Quinlan@wellsfargo.com
Sarah.House@wellsfargo.com
Azhar.lgbal@wellsfargo.com
Charles.Dougherty@wellsfargo.com
Michael.D.Pugliese@wellsfargo.com
Brendan.Mckenna@wellsfargo.com
Jackie.Benson@wellsfargo.com
Shannon.Grein@wellsfargo.com
Nicole.Cervi@wellsfargo.com
Jeremiah.J.Kohl@wellsfargo.com
Aubrey.BWoessner@wellsfargo.com
Delaney.Conner@wellsfargo.com
Anna.H.Stein@wellsfargo.com
Ali.Hajibeigi@wellsfargo.com

Coren.Miller@wellsfargo.com


http://www.wellsfargo.com/economicsemail

September Employment: Some Sizzle in a Cooling Trend Economics

Required Disclosures

This report is produced by the Economics Group of Wells Fargo Bank, N.A. (“WFBNA”). This report is not a product of Wells Fargo Global Research and the
information contained in this report is not financial research. This report should not be copied, distributed, published or reproduced, in whole or in part. WFBNA
distributes this report directly and through affiliates including, but not limited to, Wells Fargo Securities, LLC, Wells Fargo & Company, Wells Fargo Clearing Services,
LLC, Wells Fargo Securities International Limited, Wells Fargo Securities Europe S.A., and Wells Fargo Securities Canada, Ltd. Wells Fargo Securities, LLC is registered
with the Commodity Futures Trading Commission as a futures commission merchant and is a member in good standing of the National Futures Association.
WFBNA is registered with the Commodity Futures Trading Commission as a swap dealer and is a member in good standing of the National Futures Association.
Wells Fargo Securities, LLC and WFBNA are generally engaged in the trading of futures and derivative products, any of which may be discussed within this report.

This publication has been prepared for informational purposes only and is not intended as a recommendation, offer or solicitation with respect to the purchase or
sale of any security or other financial product, nor does it constitute professional advice. The information in this report has been obtained or derived from sources
believed by WFBNA to be reliable, but has not been independently verified by WFBNA, may not be current, and WFBNA has no obligation to provide any updates
or changes. All price references and market forecasts are as of the date of the report or such earlier date as may be indicated for a particular price or forecast. The
views and opinions expressed in this report are those of its named author(s) or, where no author is indicated, the Economics Group; such views and opinions are not
necessarily those of WFBNA and may differ from the views and opinions of other departments or divisions of WFBNA and its affiliates. WFBNA is not providing
any financial, economic, legal, accounting, or tax advice or recommendations in this report, neither WFBNA nor any of its affiliates makes any representation or
warranty, express or implied, as to the accuracy or completeness of the statements or any information contained in this report, and any liability therefore (including
in respect of direct, indirect or consequential loss or damage) is expressly disclaimed. WFBNA is a separate legal entity and distinct from affiliated banks, and is a
wholly-owned subsidiary of Wells Fargo & Company. © 2024 Wells Fargo Bank, N.A.

Important Information for Non-U.S. Recipients

For recipients in the United Kingdom, this report is distributed by Wells Fargo Securities International Limited ("WFSIL"). WFSIL is a U.K. incorporated investment
firm authorized and regulated by the Financial Conduct Authority (“FCA”). For the purposes of Section 21 of the UK Financial Services and Markets Act 2000 (the
“Act”), the content of this report has been approved by WFSIL, an authorized person under the Act. WFSIL does not deal with retail clients as defined in the Directive
2014/65/EU (“MiFID2”). The FCA rules made under the Act for the protection of retail clients will therefore not apply, nor will the Financial Services Compensation
Scheme be available. For recipients in the EFTA, this report is distributed by WFSIL. For recipients in the EU, it is distributed by Wells Fargo Securities Europe S.A.
(“WFSE”). WFSE is a French incorporated investment firm authorized and regulated by the Autorité de contréle prudentiel et de résolution and the Autorité des
marchés financiers. WFSE does not deal with retail clients as defined in MiFID2. This report is not intended for, and should not be relied upon by, retail clients.

SECURITIES: NOT FDIC-INSURED - MAY LOSE VALUE - NO BANK GUARANTEE

Economics | 5



	Important Disclosures

