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August Jobs Report — Brief Thoughts

I've been talking about creating material that our clients might find useful for months
now, but | haven’t been able to nail down exactly what | want to do or how to execute it. | have
several financial planning pieces nearing completion, but just can’t seem to finalize them and
get them out there. With the August Jobs Report being released last Friday, | thought there’d
be no better time to start getting some periodic blurbs out there. Hopefully they will be useful
to you, and will help me overcome the barriers for the planning pieces I've been working on.

Unemployment remained steady at 3.9% month-over-month as nonfarm payroll
increased by 201,000 in August, falling from 4.4% since last August. Labor force participation
declined by 0.2% to 62.7% over the same time-frame (seasonally adjusted), but remains range-
bound since late 2013.* An anecdotal point about the U.S. labor participation rate, which
declined steadily from 2008 to 2013: many of my peers spent a short time in the labor force
after college before returning to continue their educations, frustrated about not being able to
find jobs that fit their majors (or finding a job at all). That certainly can’t be extrapolated to the
college-aged population as a whole, but more time spent in school could have been a
contributing factor to the post-recession decline in labor participation.

As the labor market continues to tighten and unemployment bounces off of multi-
decade lows, focus has been shifting to wage growth. Many are quick to note that post-Great
Recession wage growth has been slow, fluctuating around 2-2.5% since mid-2011.2 However,
since inflation was under 2% until 2017, real wage growth was able to break upwards. By the
same token, the latest wage-growth number of 2.9% and appearance of an upward trend is a
step in the right direction, but year-over-year inflation of 2.9% (2.4% ex. food and energy)
through July 2018 eliminated any material real wage growth over the period.>

It will be interesting to see if the upward trend in inflation will continue with the
Inflation Report on Thursday and how this will affect the FOMC’s rate-hike schedule, which
raised the target fed funds rate twice so far this year, to 2%. The U.S. has arguably been in the
late stages of post-recession economic recovery for a few years now, and with inflation picking
back up and the labor market continuing to tighten (among other indicators), the question
“how much longer can this go on?” is being asked more and more. At this point, we don’t
believe a recession is right around the corner, but as the economy continues to heat up and we
get further along the business cycle, the probability of a recession will grow. A positive aspect
of this recovery is that it has been slow and steady, which has prevented the economy from
overheating and allowed capital markets to experience moderate corrections without high
levels of volatility — giving us one of the longest bull markets in history.

If you have any questions or would like to see more about a certain financial planning
topic, please don’t hesitate to reach out.
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