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A Good Start for the Year:
Latest Jobs Report Should Quash Talk of Recession.
The January employment report further bolsters the view that a recession is truly
remote this year. If anything, the latest numbers on jobs shows the US economy
enters the new year with solid momentum.
While the 151,000 increase in total payrolls was a step down from the average
monthly rise of 279,000 in the final quarter of 2015, the longer term average remains
around 200,000, which is more than enough to absorb those entering the labor force
over the past year. So much so that the proportion of the US population currently
employed has jumped to 59.6%, the highest in more than 6 years!

With a greater portion of the population now at work, the slack in the labor force
keeps shrinking. The jobless rate slipped another tenth of a point, to 4.9%, the
lowest in 8 years. As the competition to find suitable workers intensifies, employers
are feeling the pressure to lift wages. Average hourly earnings jumped 0.5% in
January, the biggest monthly leap in a year. Though that still kept hourly pay increase
for the year at 2.5%, we expect the pace of wage growth to accelerate in the coming
months as labor market conditions tightens further.
It should be noted that average weekly pay for all workers jumped by 0.8% in
January, due to the increased number of hours worked. And since wages have
consistently been climbing faster than the cost of living, households continue to
experience increases in purchasing power and that should promote greater consumer
spending in the months ahead.

Other data points underscore the improvement underway in the labor markets.
• The number of Americans stuck with part time work because they could not find
full time employment continues to decline, with the number in January dropping to
5.98 million, down 800,000 from a year ago.
• Total employment surged by 615,000 last month, according to the household
survey. This was the largest monthly increase in a year.
• Despite the many headwinds facing manufacturing – such as the strong dollar,
financially stressed energy companies and weak global demand for US exports --factory employment has in fact been accelerating in each of the last three months,
with January’s 29,000 increase exceeding every month since August 2013.
Employment picked up both in the durable goods sector (led by fabricated metal
products, transportation equipment, and furniture), and nondurable goods (food
manufacturing and plastics).
With both the dollar’s value expected to stabilize and oil prices seen firming this
year, we will see manufacturing output and hiring strengthen in the coming months.

• The recovery in housing helped boost construction employment by another 18,000
in January. And with permits for new residential building outpacing actual starts,
demand for construction workers will remain strong this year.
• Hiring in the leisure and hospitality boosted payrolls by another 44,000 in January,
with lodging and restaurants contributing the bulk of those jobs. Americans are eating
out and traveling more, apparently waving off concerns of a looming recession in the
US.
• Another favorite indicator of ours is employment at day care centers. Young
parents who find jobs typically need to make arrangements to drop off their children
at these facilities. Since many states require day care centers to maintain a specific
ratio of caregivers to children, the more children brought in, the more adults these
facilities must hire. January added another 3,900 to their payrolls, lifting employment
in this sector to a record high of 892,000.
Bottom line:
Look, the primary theme that emerges from the employment report is that the US
economic expansion remains on solid ground. We’re still at the mid stage of this
business cycle. There’s simply no meaningful evidence to suggest the domestic
economy is in peril.
Just the opposite, economic activity should accelerate this year as rising
employment, income, home values and confidence drive more spending. Moreover,
we expect US businesses (which cannot ignore the need to upgrade and replace aging
capacity much longer) and the federal government (thanks to two major spending
bills passed late last year) will boost expenditures. And all of this will happen against
the backdrop of unprecedented monetary easing by virtually every major central bank
in the world.
Simply put, the harbingers of recession are nowhere to be seen.
(Forecasts below.)
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