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Economic commentary from the Investment Advisory Group 
Job growth remained solid in October, still not cooling 
enough to bring down inflation or stop the Fed’s rate hikes 
November 4, 2022 

Executive summary: U.S. payrolls increased in October by 261,000, above the consensus 
of 200,000, along with upward revisions to the September figures. Yet, there were multiple 
markings of cooling conditions. The six-month average slipped to 347,300, the slowest six-
month pace since the reopening period in 2020. The unemployment rate rose to 3.7%, 
erasing the September decline, coupled with a decrease in the labor force participation rate.  

Meanwhile, average hourly earnings grew 4.7% from a year ago, the slowest year-over-year 
pace in 14 months, but well-above the pre-pandemic rate of 3.0%. The number of temporary 
workers also continued to climb.  

Alas, the resilience of labor market conditions, which is good for individuals, keeps the 
Federal Reserve (Fed) on the hot seat. Inflationary pressures simply aren’t fading fast 
enough, especially with a solid labor market. Earlier this week the Fed delivered a fourth 
supersized three-quarter point (0.75%) rate hike. This report may keep another supersized 
rate hike on the table at the next Fed meeting on December 14, though there is plenty more 
inflation data coming between now and then. Lastly, investors may largely ignore this report 
since it doesn’t change the prospects of higher interest rates nor the likelihood of a recession.  

 Component October Prior 
month 

Six-month 
average Comment 

Change in payrolls 261,000 315,000 347,300 
6-month average fell to the slowest pace since the reopening 
period in 2020. Net upward revisions added 29K for August and 
September. Pre-pandemic 3-year average was 177K/mo.  

Unemployment 
rate (U-3) 3.7% 3.5% 3.6% Rose MoM, erasing the September decline, which was the 

result of a decrease in the labor force participation rate. 

Labor force 
participation rate 62.2% 62.3% 62.3% Still 1.1 percentage points below the 2019 level.  

Average hourly 
earnings (YoY) 4.7% 5.0% 5.1% 

Slipped to the slowest YoY pace in 14 months. Non-supervisory 
fell to 5.5% from a near-term high of 6.7% in March but remains 
well-above the pre-pandemic 10-year average of 2.4%. 

Average weekly 
hours worked 34.5 34.5 34.5 

It has held steady for five straight months, staying in-line with 
the pre-pandemic average. Manufacturing hours ticked up to 
40.4 from 40.3.  

Sources: Truist IAG, Bloomberg, Bureau of Labor Statistics 
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A review of the major industry trends  
Private payrolls increased by 233,000 workers and government payrolls rose by 28,000. 
Service-providing industries added 200,000 positions, while goods producers hired 33,000.  

 

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

Government swung to a gain of 28,000 from losses in the prior month. Moreover, government 
accounted for a large portion of the upward revision for September, going to -4,000 from the 
initially reported -25,000. Much of the upward revision was within education. Similarly, 
financial activities were revised upward for September, swinging to +1,000 from -8,000.  

Otherwise, most of the industry trends have remained largely intact, albeit slower than their 
pace over the summer. That said, we remain pleasantly surprised by the lack of job losses 
with construction, especially given the massive freefall that residential housing has 
experienced. 

Cooling evident: Unemployment and labor force 
participation rates slip, along with wage growth 
The unemployment rate rose by 0.2 to 3.7% from 3.5%. The labor force fell by 22,000, which 
is the fifth monthly decrease in the past seven months, causing the labor force participation 
rate to edge down by 0.1 to 62.2%. That is 1.1 percentage points below the 2019 level.  

 
Data source: Truist IAG, Bloomberg, Bureau of Labor Statistics  
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Average hourly earnings rose 4.7% from a year ago, the slowest year-over-year pace in 14 
months, but well-above the pre-pandemic rate of 3.0%. The monthly pace did rise, up 0.4%, 
though it matched the 12-month average.  

For rank & file workers (officially known as production & nonsupervisory employees), the pace 
of average hourly earnings slipped in October on both a month-over-month (up 0.3%) and 
year-over-year basis (up 5.5%). It, too, remains significantly above its pre-pandemic 10-year 
average of 2.4%. This is important since production & nonsupervisory employees are the bulk 
of all employees and where most of the dramatic recent wage gains have been concentrated.  

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

Hours worked—officially known as average weekly hours worked for all employees—have 
also gradually declined since 2021, when they peaked at 35.0 hours in January 2021. They 
have held steady at 34.5 for the past five months, just above the pre-pandemic 10-year 
average of 34.4. Within manufacturing, hours worked ticked up 0.1 to 40.4, but overtime hours 
edged down to 3.1 from 3.2. Still, both are largely in-line with their respective long-term 
averages.  

Our take  
Labor market conditions are clearly cooling, but it remains solid as evident by headline job 
growth. Thus, inflationary pressures aren’t fading fast enough, which keeps the Fed on the hot 
seat. This report may keep another supersized rate hike of 0.75% on the table at the next Fed 
meeting on December 14. 

However, we believe that there’s something else afoot – a possible shift in thinking with 
respect to staffing levels at some firms, which could blunt job losses during the coming 
recession.  

While there has been a marked uptick in outright layoffs in recent months, there appears to be 
an increasing trend of firms using attritionso-called “hiring freezes”or ratcheting back on 
hiring plans, particularly large companies. Neither of those spells dramatically higher job 
losses and an unemployment rate north of 7.7%, which is the average peak level during 
recessions since 1950 (excluding the pandemic recession that hit 14.7%).  
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Large and small companies have told us that they are reticent to let workers go given the 
difficulty finding workers since the pandemic. Moreover, other companies have expressed 
ongoing wage concerns, whereby laying off workers then replacing them may ultimately prove 
more costly than simply holding onto their employees and riding out a recession. While these 
are anecdotal points, such a shift could hold down job losses. Perhaps this is what is 
occurring with the construction industry.  

At the very least, the uptick in layoffs isn’t being reflected yet in the new weekly jobless 
claims, which remain near historic lows. Our hunch is that some of these folks have found 
jobs elsewhere, bypassing the cumbersome jobless claims labyrinth. It is further corroborated 
by a private temp help staffing index, which popped to 108.7 in the latest week, which is a 
fresh all-time high.  

It is important to note that job losses and the unemployment rate are lagging indicators. As 
such, the unemployment rate typically peaks after a recession is over. For instance, the Great 
Financial Crisis recession ended in June 2009, but the unemployment rate didn’t peak for 
another four months until October 2009. A more extreme example was the 2001 recession, 
which ended in the fourth quarter of ‘01, but the unemployment rate peak occurred 18 months 
later in September 2003.  

Accordingly, while it’s too early to definitely say “the rise of the unemployment rate will be less 
than the average recession,” we are fairly confident that the coming job losses within the next 
twelve months will likely be surprisingly less than most people expect.    
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