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Powering on

Jobs report preview

We estimate non-farm payrolls increased 220,000 in March, slightly above the
current consensus of 210,000. Job growth is mainly driven by private service
payrolls, which we estimate increased 180,000 in March down from a high of 245,000
in February. Signals for the labour market have been mixed lately. Jobless claims
data continue to look solid, with initial claims back at cycle lows. On the other hand the
ISM non-manufacturing index declined (though marginally) for the fourth
consecutive month to 53.4 in February and the employment sub-index declined to 49.7,
raising downside risks to employment growth in the service sector. We estimate the
unemployment rate was unchanged at 4.9 % in March.

We estimate that manufacturing payrolls was unchanged in March. In February
manufacturing payrolls declined as expected, as manufacturing employment growth had
long been higher than indicated by the downward trend in the ISM manufacturing index.
As the regional activity indices have been strong in March, we see indications that the
manufacturing sector is finally rebounding and that manufacturing employment is
stabilising.

Wage growth continues to be subdued despite the tighter labour market. Average
hourly earnings increased 2.2% y/y in February as monthly wage growth slipped to 0%
m/m. We expect wage growth to trend slightly higher over the coming months but, if
continued, the increase in the participation rate seen over the past five months
should ease the upward pressure on wages.

In the otherwise solid February job report, there was one note of caution. The
average workweek slid from 34.6 hours to 34.4. This implied that although more
people became employed the aggregate amount of hours worked declined. We would be
glad to see a rebound in the average workweek in March.

Important disclosures and certifications are contained from page 7 of this report.

Danske Bank forecasts (March)

|
DB Consensus  Prior
Non-farm Payrolls 220 210 242
-Private 205 190 230
-Manufacturing 0 -1 -16
-Service 180 = 245
-Construction 25 - 19
-Mining and logging - -18
-Government 15 - 12
Unemployment rate 4.9% 4.9% 4.9%
Auvg. hourly earnings 2.2% 2.2% 2.2%

Source: Macrobond Financial, Danske Bank
Markets calculations

Growth in service employment to slow
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Jobless claims data point to solid job
growth
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US labour market in one chart

Markets

Strong labour market growth but slack remains - outward moves indicate stronger labour market
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Note: The diagram shows the level of tightness of different US labour market key figures at different times, compared with the level of the same figures in December

2007 (index=100) and December 2009 (index = 0]. Counter cyclical figures (unemployment rate, jobless claims, marginally attached and work part time for economic
reasons) are inverted; thus, the higher index (the further from the middle) the better (tighter) is the state of the labour market

For JOLTS data we have used the average of the last two observations as the newest figures

Source: BLS [JOLTS), Macrobond Financial

Models and leading indicators

Our model has underestimated employment growth
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PMI employment suggests stable employment growth of
around 200,000
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Initial jobless claims model suggests slower job growth
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Small business hiring plans next three months
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Long-term unemployment as % of total unemployed
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Marginally attached workers still a bit above average
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Participation rate, 35-44, men
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Participation rate, 45-54 and 55+, men
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Non-farm payrolls
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\Wage growth and inflation

NFIB compensation plans
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Unit labour costs is putting upward pressure on core inflation
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Worker confidence is slowly rising - will wages follow?
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The employer’s perspective
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Unemployment and time to fill vacancies

Short-term unemployment and time to fill vacancies
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The rate of new job openings and hire rate (3M moving average)
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