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Economic commentary from the Investment Advisory Group 
Education dents September hiring, but plenty of 
signs of strength under the surface 
October 8, 2021 

Executive summary: U.S. payrolls in September rose by 194,000, missing the consensus 
expectation of 500,000. However, private payrolls were solid along with sizable upward 
revisions to the prior two months. Meanwhile, the unemployment rate fell to 4.8% from 5.2%.  

The big “hole in the boat” in September was education, which lost roughly 180,000 jobs 
across local, state, and private employers. Much of that weakness is likely related to seasonal 
adjustments and should be revised in the coming months. 

More importantly, there were plenty of signs of continued strength under the surface. Private 
hiring remained solid across most industry groups. Moreover, wage gains for most workers 
rose at the fastest clip since June 2020 (when many employers used hero bonuses to entice 
workers to return). It was especially strong in the face of headwinds from Hurricane Ida.  

Looking ahead, expect more month-to-month swings going forward due to pandemic-support 
programs expiring and persistent wage tensions, where workers hold out for higher wages 
and employers balk. Ultimately, this report supports our outlook for above-trend economic 
growth and our belief that peak economic growth does not mean weak growth. Lastly, we 
don’t believe this report will change the Federal Reserve’s (Fed) path toward announcing 
tapering at its November meeting. 

 Component September Prior 
month 

Six-month 
average Comment 

Change in payrolls 194,000 366,000 576,300 Big revisions Strong upward revisions added 134K for the prior 
two months, pushing July over one million from 943K. 

Unemployment 
rate (U-3) 4.8% 5.2% 5.5% A hefty decrease in the labor force (-183K). Still, there are 4.9 

million fewer workers compared to the pre-pandemic level.   

Labor force 
participation rate 61.6% 61.6% 61.7% The number of people categorized as “on temporary layoff” 

dwindled to 1.1M, down from the high of 18.0M in April 2020. 

Average hourly 
earnings (YoY) 4.6% 4.0% 3.1% Another big jump in September; non-supervisory jumped 5.5% 

YoY. It is running well above the average of 3.3% during 2019. 

Average weekly 
hours worked 34.8 34.6 34.8 Ticked up, but August was revised down. Manufacturing hours 

steady, though still being impacted by bottlenecks. 
 

Data Source: Truist IAG, Bloomberg, Bureau of Labor Statistics.  
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A review of the major industry trends  
Private payrolls increased by 317,000 workers in September from an upwardly revised 
332,000 in August. Educational positions—both governmental and private—remain in flux. 
Service-providing industries added 265,000 positions, while goods producers chipped in 
52,000 workers, in-line with its three-month average.  

 
Data Source: Truist IAG, Bloomberg, Bureau of Labor Statistics  

Leisure & hospitality and educational jobs remain the hotspots, though are currently moving in 
opposite directions. The leisure & hospitality industry group has sharply rebounded, adding 
2.2 million jobs in the past eight months and averaging 276,000 per month over that span. 
That’s more than 220,000 per month greater than the second best industry during that span 
(professional & business services averaged 56K/month). In September, restaurants and bars 
rebounded, adding 29,000 workers after cutting 24,700 in August.  

Meanwhile, the change in educational positions remain erratic and somewhat puzzling. There 
were roughly 180,000 educational positions lost across local, state, and private employers 
during September. Isolating educational jobs across those three employer types, they gained 
611,000 workers in the past 8 months, averaging 76,000 per month. Oddly, nearly half—
281,000 and mostly by local governments—were hired in June and July when schools were 
not in session.  

The public education job losses tipped the government into negative for the second straight 
month. Excluding education, governments added 37,000 workers in September and 20,000 in 
August. 

Retailers were the other notable industry, adding 56,100 workers in September after shedding 
about 10,000 during July and August combined.  

Strong wage and income growth continues 
Wage and income growth accelerated during September. Average hourly earnings increased 
4.6% from a year ago, which is above the 2019 average of 3.3% and almost double the 2.4% 
average for the decade before the pandemic (2009 through 2019).  

More importantly, average hourly earnings for production & nonsupervisory employees 
jumped to 5.5% year over year from 4.8% during July and August. That is well above the 
3.6% pace during 2019 and the 2.4% average from 2009 through 2019. It’s important insofar 
as production & nonsupervisory employees are the bulk of all employees.  

Government -123
Education/health services -7

Financial activities 2
Mining & logging 4

Construction 22
Manufacturing 26

Information 32
Retail trade 56

Professional & business services 60
Leisure & hospitality 74

-200 -100 0 100 200
Number of Workers in Thousands

Monthly change by major industry group (in thousands)
Two major industries 
groups lost jobs during 
the month, all of which 
were educational but 
split between 
government and 
education/health 
services categories.  



 

 

 
Data Source: Truist IAG, Bloomberg, Bureau of Labor Statistics  

The large spike last year was primarily caused by so-called hero pay for front-line workers and 
pandemic-related bonuses many employers used to entice workers. Most of those programs 
have expired in 2021 (hence the large year-over-year decline this past spring), though some 
are still giving bonuses for vaccinations, while a few have maintained hero pay.  

Our take  
The headline jobs growth was lighter than the consensus expected. However, it was 
remarkable given the headwinds from Hurricane Ida, which cut a swath of destruction from the 
Gulf Coast to the Northeast, and the normal downshift in summertime activity that occurs after 
Labor Day. Furthermore, the delta variant was still an issue, especially early in September. 
Again, the pre-pandemic three-year average for job growth was 169,000 per month. Perhaps 
it was the consensus expectations that were out of step.  

Digging deeper, there were plenty of signs of continued strength under the surface. The drop 
in the unemployment rate is notable and was coupled with an acceleration in wage and 
income growth, which is encouraging and supportive of broader economic growth.   

We expect more month-to-month swings in job growth going forward due to pandemic-support 
programs expiring and persistent wage tensions. While there is plenty of grumbling about 
worker shortages and an inability to fill open positions, there's ample evidence of workers 
holding out for higher wages and employers balking.  

Certainly, some of these holdout workers are a result of the pandemic support, such as 
extended unemployment benefits and checks from the CARES Act and American Rescue 
Plan. Yet, a large portion are simply armed with better information, which is called price 
discovery in economics.  

Many more employers are now including the hiring wage in their job postings, which was quite 
rare prior to the pandemic, especially for entry-level and low-skilled positions. Previously signs 
in restaurant and retail store windows would say, “We’re hiring!” Now, those window posters 
shout, “We’re hiring at $15/hour!”  

In the past, workers would literally drive around town to see if employers were hiring and at 
what wage. Very few employers would reveal the hiring wage until after people applied and 
fewer still would readily tell someone the wage over the phone. Besides being exhausting, 
most workers would only know about a handful of possible jobs and their starting wages. That 
lack of information held down starting wages. Between employment apps, online job postings, 
and the shift in employers’ wage secrecy behavior, the job search experience and wage 
transparency have dramatically changed.  
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Aside from the tensions, we believe these strong wage and income gains reflect continued 
underlying strength in the economy. Seemingly no industry is complaining about a lack of 
demand, which would be more worrisome. On the contrary, many are lamenting the dearth of 
workers.  

In the end, higher incomes drive higher economic growth, which is obviously positive. 
Conversely, it also points towards wage inflation, which is more pervasive and stickier. In 
other words, those higher wages will not retreat when the bottlenecks and other transitory 
issues recede. Accordingly, we maintain that the pace of inflation will not decline back down to 
pre-pandemic rates.  

Ultimately, this report supports our outlook for above-trend economic growth. Also, given 
continued above pre-pandemic trend job growth, this report reinforces our belief that peak 
economic growth does not mean weak growth. Lastly, we don’t believe this report will change 
the Fed’s path toward announcing tapering at its November meeting. 
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