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Job gains remain solid, but have been boosted by non-cyclical
sectors; decline in job openings point to slower wage growth

▰ Nonfarm payrolls close the year with a gain of 2.7 million jobs, significantly less than last year’s gains (Figure
1). This highlights the slower pace of job creation throughout 2023, which has allowed tight conditions in the
labor market to gradually ease.

▰ Although job growth remains solid, December’s data is not as strong as the 226K monthly gain suggests (which
was nonetheless significantly above the 170K expected). Gains for Oct and Nov were revised down by 71K,
and more notably, job gains were again boosted by non-cyclical sectors, with government and social assistance
employment rising by 111K. Employment in more cyclical sectors decelerated steadily during 2023 (Figure 2)
but, due to its size, still did the heavy lifting last year: 76.6% of the jobs created throughout the year were in the
private services sector. Overall, employment grew 1.7% YoY in 2023, 1.5 percentage points less than in 2022.

▰ The resilience of the labor market and stagnant labor participation have prevented the unemployment rate from
increasing. In December, the unemployment rate remained at 3.7%, primarily explained by the reduction of the
labor force by 676 thousand people, which brought the participation rate to 62.5%, close to the levels observed
at the beginning of the year.

▰ The job openings rate continues to decrease gradually, reinforcing that the low unemployment rate is mostly
associated with a decrease in the labor force participation rate. Additionally, plans to increase employment
remain stable and without growth. Yet, hard-to-fill jobs continue to show an upward trend.

▰ Real wages in November remained positive, with year-on-year growth of 0.9%. Regarding the average hourly
earnings, December data showed a 4.1% YoY growth (+0.1pp compared to Nov) after rising 0.4% MoM. Yet,
the slowing trend in the labor market and lower job openings point to slower wage growth ahead.

▰ The labor market still has room for normalization; the rebalancing between supply and demand in the labor
market continues while wage growth will remain moderate. In this context and given our economic growth
scenario, we continue to expect a moderate increase in the unemployment rate, which we expect to close at
4.6% in the last quarter of this year.
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Job demand eased throughout 2023
Job gains were boosted by non-cyclical sectors
during 4Q23

Figure 1. NONFARM PAYROLL EMPLOYMENT
(CUM. THOUS, SA)

Figure 2. NONFARM PAYROLL EMPLOYMENT
(THOUS, MOVING AVG. 6 MONTHS, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

The UR remains close to recent lows… … as labor force participation declined recently

Figure 3. UNEMPLOYMENT RATE
(% OF LABOR FORCE, SA)

Figure 4. LABOR FORCE
(VARIATION %, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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Positions hard to fill are still trending
upwards…

… but lower job openings and voluntary quits
point to slower wage growth ahead

Figure 5. UNEMPLOYMENT RATE AND NFIB: SMALL
BUSINESS ECONOMIC TRENDS
(%)

Figure 6. JOB OPENINGS AND QUITS RATE
(%)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

Hiring plans have come down to levels slightly
below the pre-pandemic ones

Small firms' plans to increase employment also
point to lower job creation ahead...

Figure 7. JOB OPENINGS AND NFIB: SMALL
BUSINESS ECONOMIC TRENDS
(%)

Figure 8. NFIB: SMALL BUSINESS ECONOMIC
TRENDS
(%)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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… and suggest that wage growth will moderate
throughout this year

Most of the adjustment in the labor market has
come through lower job openings

Figure 9. AVERAGE HOURLY EARNINGS
(ANNUAL VAR. %)

Figure 10. THE BEVERIDGE CURVE
(%, SA)

Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
(1) Forecast
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DISCLAIMER
The present document does not constitute an “Investment Recommendation”, as defined in Regulation (EU) No 596/2014 of the
European Parliament and of the Council of 16 April 2014 on market abuse (“MAR”). In particular, this document does not
constitute “Investment Research” nor “Marketing Material”, for the purposes of article 36 of the Regulation (EU) 2017/565 of 25
April 2016 supplementing Directive 2014/65/EU of the European Parliament and of the Council as regards organisational
requirements and operating conditions for investment firms and defined terms for the purposes of that Directive (MIFID II).

Readers should be aware that under no circumstances should they base their investment decisions on the information
contained in this document. Those persons or entities offering investment products to these potential investors are legally
required to provide the information needed for them to take an appropriate investment decision.

This document has been prepared by BBVA Research Department. It is provided for information purposes only and expresses
data or opinions regarding the date of issue of the report, prepared by BBVA or obtained from or based on sources we consider
to be reliable, and have not been independently verified by BBVA. Therefore, BBVA offers no warranty, either express or implicit,
regarding its accuracy, integrity or correctness.

This document and its contents are subject to changes without prior notice depending on variables such as the economic
context or market fluctuations. BBVA is not responsible for updating these contents or for giving notice of such changes.

BBVA accepts no liability for any loss, direct or indirect, that may result from the use of this document or its contents.

This document and its contents do not constitute an offer, invitation or solicitation to purchase, divest or enter into any interest in
financial assets or instruments. Neither shall this document nor its contents form the basis of any contract, commitment or
decision of any kind.

The content of this document is protected by intellectual property laws. Reproduction, transformation, distribution, public
communication, making available, extraction, reuse, forwarding or use of any nature by any means or process is prohibited,
except in cases where it is legally permitted or expressly authorised by BBVA on its website www.bbvaresearch.com.
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