THE ECONOMIC OUTLOOK GROUP

475 Wall Street
PRINCETON, NEW JERSEY 08540 Tel: 609  529  1300
www.economicoutlookgroup.com

ECONOMIC TALKING POINTS
Bernard Baumohl
Chief Global Economist

August 6, 2021
“A tremendous jobs report!”
“This is an incredibly powerful labor market.”
“Amazing news! I’m blown away.”
“I’ve never seen such a wonderful set of data.”

A robust employment report, yes.
But tone down some of the exuberance.
A cascade of effusive comments followed the release of the July employment
report. And in many respects it was certainly better than expected.
But let’s take a step back and temper some of the enthusiasm. Here’s why.
• The pace of hiring in the private sector actually slowed last month. Business
payrolls dropped back to 703,000 in July, compared to 769,000 in June.
• Private sector hiring in services slowed to 659,000, down from 724,000.
• Employers in the goods producing sector took on 44,000 new workers,
slightly less than the previous month.
• Average weekly hours worked in the private sector remains stuck at 34.8.
So what kicked up the headline numbers to 943,000, the most since last
August?
Essentially it was one sector that happens to be among the most seasonally
sensitive in the entire jobs report  local government hiring of educators. It
shot up more than 220,000 in July, the largest monthly increase ever for a
series that goes back to 1955.

Look, there is no doubt the job market is improving. Companies are
aggressively competing for workers, a fact that is reflected in the 4% increase
in average hourly earnings and 4.5% in average weekly pay  even though
hours worked remains unchanged.
But the underlying dynamics in the labor market have not yet crystallized 
and traders in the bond market are well aware of that. Rates moved up only
marginally in response to the employment report. An hour after its release,
10 yr treasury yields crawled up a few basis points to a still modest 1.29%.
There is no doubt this report will raise pressure on the Fed to advance a
timetable to scale back asset purchases. But it would be folly for them to make
any changes at this juncture. Summers are notorious for volatile job numbers
and that is especially the case this season as the country struggles to recover
from the Covid viruses.
Clearly the Fed will wait to see what this report will reveal in September and
October before making any pronouncements on a fixed timetable and dollar
amount in tapering asset purchases.
At most, today’s jobs report may require Powell to slightly tweak his speech at
Jackson Hole on how the labor market continues to improve. But that should
be it.
There are just too many wild cards out there on the trajectories of Delta and
Lambda viruses, let alone how, when and if Congress passes the full $1 trillion
infrastructure bill and $3.5 trillion reconciliation package.
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