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FX Daily Snapshot 
The labor market remains defiant 

10 March 2023 

■ The labor market continued to expand at a historically strong rate, adding 311,000 

jobs in February. Consensus forecasts have consistently underestimated the 

strength of the labor market in 2022 and the trend is continuing in 2023. The Fed 

may be regretting their relatively dovish policy stance in the last FOMC meeting and 

may seek to compensate with a 50 basis point hike in the next.  

■ The services sector contributed to a slightly larger share of February’s growth 

compared to previous months. Leisure and hospitality, retail trade, government, 

professional and business services, and health care led the expansion.  

■ The number of unemployed persons rose by 4% in February, pushing the 

unemployment rate up slightly to 3.6%. Labor force participation has returned to the 

pre-pandemic rate for prime-age workers, but there is no improvement in sight for 

older workers. The labor market remains very tight with 1.9 job openings per 

unemployed persons. 

■ Tech companies likely drove the large increase in layoffs in January, with nearly 80% 

of the rise coming from the professional and business services sector. Even so, the 

rise was completely offset by a drop in quits and other separations. Hiring 

accelerated in the industry resulting in net positive employment growth. Total 

separations were virtually unchanged across all private industries, highlighting the 

strength of labor demand. 

Trends in employment have largely continued in February 

February’s employment report was short of remarkable, with much of the same trends 

from the second half of 2022 continuing into 2023. Employment strength relative to 

consensus estimates is of no surprise by now as forecasters continue to underestimate 

the strength of the labor market. Warmer than usual winter weather can potentially explain 

some of the expansion in the last 2 months, but fundamentally, the labor market is 

reflecting strong demand in the US economy. 
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Employment growth remained historically strong in February

Nonfarm payroll employment growth, thousands
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Total nonfarm payrolls increased by 311,000 in February, 265,000 of which were in the 

private sector and many in key services industries. The leisure and hospitality industry 

added 105,000 jobs but employment is still 2.4% below the pre-pandemic level. It will take 

at least another 4 months of strong growth for the industry to reach that level. Health care 

added 44,000 jobs in February, but the industry is still, by many measures, understaffed. 

We can expect further expansion both in the short-run and long-run as the aging 

population increases demand for services in the industry.  

Goods industries contributed a smaller share of the growth in February compared to 

previous months. Much of that can be attributed to manufacturing, where employment 

growth was virtually flat. However, construction expanded again, adding another 24,000 

jobs despite the impact rising interest rates have had on new home construction.  

Labor shortages are not showing signs of going away  

The labor force participation rate 

improved to 83.1% for prime-age 

workers, matching the pre-pandemic 

rate in January 2020. The 

improvement certainly bodes well for 

increasing the labor supply and if 

highly reflective of the abundance of 

labor demand. However, older 

workers are not showing any signs of 

returning to the labor force. The labor 

force participation rate for those 55 

and older stands at 38.4%, compared 

to the pre-pandemic rate of 40.2% in 

January 2020.  

The number of unemployed persons 

rose by 4% in February, pushing the 

unemployment up slightly to 3.6%, 

which is consistent with the average 

of the last 6 months. With 

employment expanding at a steady 

rate and above historical averages, 

we are not likely to see substantial 

rises in the unemployment rate.  

Total nonfarm job openings fell in 

January to 10.8 million, but the level 

remains near historical highs and has 

not significantly trended downward 

since the summer of 2022. The 

vacancy to unemployed ratio stands 

at 1.9, signalling an abundance of 

available work with nearly 2 job 

openings per unemployed persons. 

There are no strong signs that the 

labor market is becoming less tight.  

Even the January rise in layoffs is proving to be inconsequential. Layoffs and discharges 

rose by 242,000 in January, a 17.6% increase. Though substantial, this was entirely offset 

by a drop in quits of 193,000 and a drop in other separations of 27,000. Overall, total 

separations across all industries were virtually unchanged. Additionally, hiring 

accelerated which pushed net employment gains above 400,000 from the JOLTS survey, 

consistent with January payroll employment gains from the CES survey. 
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Nearly 80% of the increase in layoffs came from the professional and business services 

sector, and likely from the tech companies categorized within. The drop in quits were also 

concentrated in that industry and total separations actually fell despite the steep rise in 

layoffs. And like the rest of the economy, hiring accelerated in the industry bringing net 

employment gains. The professional and business services sector continues to grow, 

reflected both in hires less separations from JOLTS and payroll employment from CES.  

 

  

The Fed is starting to sound more hawkish 

The latest employment figures underscore Fed Chairman Jerome Powell’s hawkish 

testimony in front of Congress. Fundamentally, the US is facing long run aggregate supply 

issues and it may have been premature of them to slow the pace of rate hikes after a 

couple of months of uplifting inflation data.  

However, the latest collapse of Silicon Valley Bank does raise questions as to the health 

of the banking sector and whether aggressive monetary policy will bankrupt the industry. 

There has been spill over to the rest of the banking sector following SVB’s collapse, with 

the largest US banks all losing billions in market cap. But given SVB’s customer base of 

start-ups and venture capital firms, the bank’s deposits relied heavily on companies 

dependent on low interest rates. Traditional US banks are likely in a more financially 

stable position. 

SVB’s collapse appears to a symptom of the tech bubble bursting, but it may make the 

Fed cautious of being too aggressive and risking additional spill over to other banks. 

There is still a strong likelihood of another 25 basis point hike at the next FOMC meeting, 

but given the strength of the labor market and slowing disinflation, the Fed may consider 

a 50 basis point hike.  
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Accelerated hiring and decline in quits offset the rise in layoffs
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