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October Report Hints at Improvements in Employment Conditions

« Nonfarm payrolls in October increased 80K, with declines in government hiring
partially offsetting increases in the private sector

« Upward revisions to payrolls in August (from 57K to 104K) and September (from
103K to 158K) were enough to bring down the unemployment rate to 9.0%

The employment situation in October was slightly weaker than expected, with payrolls up only 80K compared to
consensus of 90K. A rise of 104K in private sector hiring was weighed down by continued declines in government
payrolls at both the federal and state/local levels. However, the report does have some bright spots. Payrolls from the
previous two months were revised upward, from 57K to 104K in August and from 103K to 158K in September. The
August revision is particularly interesting because the initial estimate was OK, with significant revisions in the last two
employment reports. The revisions were mostly due to private payrolls, which were revised up from 42K to 72K in
August and 137K to 191K in September. This net gain of 102K in total payrolls, including a gain of 84K in the private
sector, was enough to bring down the unemployment rate to 9.0%. These trends in upward revisions may suggest
that we will see an improvement in October payrolls in next month’s report.

Other good news in today’s data include a decline in the number of long-term unemployed as well as a decline in the
number of persons working part time for economic reasons. Furthermore, the number of discouraged workers declined
significantly from 12 months ago, suggesting that attitudes toward job availability are improving. In addition, average
hourly earnings for all employees increased 0.2% for the month. Although hiring in October appears to have slowed, the
underlying data indicate that the employment situation is improving gradually, in line with our baseline scenario.
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