BBVA

Research

US Labor Market Watch

The labor market remains resilient amid uncertain
times

Javier Amador / David Cervantes
May 8, 2025

Job creation remains solid, though uncertainty about the outlook
has risen

According to the Bureau of Labor Statistics (BLS) figures, private nonfarm payrolls increased by 177K jobs in April,
representing an annual growth rate of 1.2%, slightly below the 1.4% observed the previous year. This trend
indicates that the labor market maintains a stable dynamic close to its equilibrium level, despite global uncertainty,
recent adjustments in tariff policies, and the implementation of DOGE.

The service sector has primarily driven the strength in private sector job creation over several consecutive periods.
Notably, the healthcare sector added over 51,000 new jobs, followed by transportation and warehousing with
29,000 jobs, and financial services with 14,000 jobs. Conversely, the federal government sector lost 9,000 jobs due
to implementing the DOGE policy; however, state and local governments experienced opposite dynamics, leading
to a net positive growth of 10,000 government jobs in April.

Average hourly earnings in the private sector rose at an annual rate of 3.8% and an annualized rate of 2.6%
(3-month seasonally adjusted annualized). This moderate wage growth reflects opposing forces: potential labor
supply restrictions from migration policies could drive wages upward, while the economic slowdown, evidenced by
a slight reduction in job vacancies, acts as a counterbalance.

Meanwhile, the household survey shows stability in the labor force participation rate, which remained at 62.6% s.a.,
with a net incorporation of 518,000 individuals into the labor market. Despite this, the unemployment rate held
steady at 4.2%, unchanged from the previous month and aligned with the long-term level estimated by the Federal
Reserve. This is consistent with the Beveridge curve, which has recently stabilized at levels similar to pre-pandemic
conditions.

Finally, additional data from the March JOLTS report showed no significant changes, registering a slight reduction
in the job vacancy rate from 4.5% in March to 4.3% in April. While this might be interpreted as a slight weakening
signal, the predominant message remains labor market stability, suggesting uncertainty has not significantly (yet?)
affected job creation but maintains businesses in a cautious stance regarding potential future impacts.

In summary, the U.S. labor market exhibits strength and stability amid challenges and significant internal
adjustments. However, it remains crucial to closely monitor developments in economic and migration policies and
their potential impacts on job creation and wage dynamics in the coming months.
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The breakdown is positive, with the private

The pace of job creation is still solid

service sector driving up employment...
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Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

... and with cyclical employment (private, ex.,

... after lagging non-cyclical employment during

healthcare) doing the heavy lifting recently... the past few years
Figure 3. NONFARM PAYROLL EMPLOYMENT Figure 4. NONFARM PAYROLL EMPLOYMENT
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Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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Although there’s still a mismatch between

The UR continues to hover around the

surveys, the gap has narrowed steady-state level

Figure 5. TOTAL EMPLOYMENT

Figure 6. UNEMPLOYMENT RATE
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Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

A turning point in small firms' hiring plans

The labor force has remained relatively stable points to a slower pace of job creation ahead...

Figure 8. UNEMPLOYMENT RATE AND NFIB: SMALL
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Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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: o o Both job openings and quits point to a more
... even if they still find some positions hard to bal ] dl S 9 ket 9 P
fill, which suggests a skill mismatch AINEECNARORINANSE
Figure 9. NFIB: SMALL BUSINESS ECONOMIC Figure 10. JOB OPENINGS AND QUITS RATE
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Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.

The fading of excess demand in the labor ... in wage growth in a backdrop of a balanced

market points to a further slowdown... labor market

Figure 11. JOB PRIVATE QUITS RATE AND AVERAGE

HOURLY EARNINGS Figure 12. THE LABOUR MARKET SLACK INDICATORS
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Source: BBVA Research based on data by Haver Analytics. Source: BBVA Research based on data by Haver Analytics.
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The 3-month annualized wage growth points to
a further easing ahead

The labor market has been moving back

towards its pre-pandemic Beveridge curve
Figure 13. AVERAGE HOURLY EARNINGS

Figure 14. THE BEVERIDGE CURVE
(ANNUAL VAR. %, SA)

(%, SA)
80
6.0 =S
g 7.0
4.0 -6.0
o
20 Q50
| 2
0.0 ss=9000 5 40
I i
-2.0 k=
g,;,_ 20
-4.0 ]
o o o © ™ © < < < [Te} 0 Kol 1.0
§ o9 o 9 § o § g q § o 3
5 § 8 58 ¥ 3 § 8 § 5 & o0
S 2 4 8 2 4 8 2 4 8 2 20 7.0 12,0 17.0
[Real average hourly earnings (YoY % s.a.) Unemployment rate (SA, %)
= Average hourly earnings (YoY % s.a.)
«~===Average hourly earnings (3m Ann % s.a.) ® Jan.-2010 - Dec.-2019 # Apr.-2020 - Apr.-2025

Source: BBVA Research based on data by Haver Analytics.

Source: BBVA Research based on data by Haver Analytics.
* Weighted Overall: 3-MMA of Median Wage Growth (NSA, Y/Y %Chg)
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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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