
The Hispanic/Latino 
unemployment rate is back to 
its pre-Covid low. 

While still below pre-Covid 
levels, the pace of prime age 
workers coming back to the 
job market has been rapid 
lately.

Hispanic/Latino 
unemployment has 
dropped dramatically 
over the past year

Prime age workers are 
now returning to the 
job market

Source: Haver Analytics

Strong employment report cements Fed move

The February employment report continued a string of strong jobs data, with
nonfarm payrolls up at the fastest pace since last July. Workers continue to return
to the labor force which has helped to push up participation rates. Wages were
flat for the month but remain up sharply from a year ago. It was a positive report
in virtually all aspects. The ongoing Russian invasion of Ukraine, and especially the
Russian attack on a nuclear power plant, more than offset the typical positive
market impact that would normally follow such a strong report. But it is not likely
to deter the Fed from increasing short-term rates later this month.

Workers pile into the labor market
Nonfarm payrolls for February rose by 678,000 with an additional 92,000 from
upward revisions to the prior two months. The unemployment rate dipped to 3.8
percent, despite a rise in the labor force that helped to increase the participation
rate to 62.3 percent — the highest since the Covid downturn began. Given the
tightness of the labor market, it was a surprise that average hourly earnings were
about unchanged for the month. Still, they are up by 5.1 percent from a year
earlier, and there is little evidence that wages are stalling, so we view February’s
flatness as a one-off.

Job gains were widespread with no major categories detracting from the strong
overall increase. The jump in payrolls was led by leisure & hospitality, education &
health, and trade & transport — categories that would be expected to rebound as
new Covid infection rates plummet. The number of prime age workers jumped
significantly, now just 240,000 below its pre-Covid level. There was also a
dramatic improvement in sub-category unemployment rates with the
Latino/Hispanic group declining by 0.5 percentage points to 4.4 percent, the
Black/African American group dropping to 6.6 percent from 6.9 percent, and the
Asian group falling from 3.6 to 3.1 percent. Moreover, the unemployment rate for
those with less than a high school diploma cratered, dropping from 6.3 to 4.3
percent — the lowest rate ever.

The positive jobs report helps to solidify the odds of a March rate hike by the
Federal Open Market Committee at its meeting next week. During his regularly
scheduled congressional testimony, Fed Chair Jay Powell said that he supports a
quarter point hike, and that further increases will probably be needed. He noted,
however, that if inflation does not follow the path that the FOMC expects (a peak
soon and decline toward its longer run goal) a faster pace of hikes could be
possible later in the year. The Fed will be walking a tightrope as a result of the
Russian invasion of Ukraine and the resulting shocks to commodity markets and
supply chains — with the potential for both higher inflation and slower growth.

ISM surveys show solid expansion, but services slowed some
The ISM manufacturing survey rose modestly to 58.6 in February (figures above
50 indicate expansion). Supply chains continue to crimp firms’ ability to meet
demand, but this has yet to deter new orders, which climbed to the highest level in
five months. The ISM services index declined from 59.9 to 56.5. The details were a
bit opposite that of the manufacturing report with new orders and production
slipping. The industry comments, however, are very similar. Supply chains, labor
shortages, increasing prices, and transportation remain the major headwinds. Still,
the February level shows ongoing expansion and with Covid continuing to
diminish, service sector expansion should reaccelerate soon. But impacts from the
Russian invasion of Ukraine could worsen some of the supply chain issues that
have negatively impacted the world economy.

March 7, 2022

0

200

400

600

800

1000

Sep Oct Nov Dec Jan Feb

4

5

6

7

8

9

F
eb M
ar

A
p

r
M

ay Ju
n

Ju
l

A
ug S
ep O
ct

N
o

v
D

ec Ja
n

F
eb

Latino/Hispanic 
unemployment 
rate

Net prime age 
worker job 
gains



Here’s what we are watching this week:

NFIB small 
business 

optimism 
index

Small business optimism may drop again

February’s NFIB small business optimism index will probably continue to show
headwinds facing small business, including inflation concerns and low expectations
of improving economic growth. Most worrisome, however, is that the NFIB jobs
report released last Friday showed that small business plans to increase employment
dropped sharply from 26 to 19 — the lowest level in a year. While the advance report
showed a slight rise in current job openings, the drop in employment plans probably
pushed the entire index down. We project a decline in the small business optimism
index to 96.5, the lowest level in a year.

Job openings likely continued to be historically high in January

Upward pressures on consumer prices persisted in February

Job 
Openings 
and Labor 
Turnover 

Survey

Consumer 
price index

Growth in the 
CPI rose to its 
highest level in 
40 years in 
January.

Sources: Bureau of Labor Statistics/Haver Analytics
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Although job growth has been extremely strong over the past year, nonfarm payrolls
remain about 2.1 million below the pre-Covid level, and the labor force participation
rate has not yet fully recovered. In contrast, aggregate demand has soared beyond
its pre-Covid level, creating an unprecedented gap between labor demand and labor
supply. High-frequency data suggest these dynamics continued through the end of
January (and beyond), leading to our projection of a near-record 11 million job
openings in January. For reference, the record high prior to March 2021 was 7.6
million (data back to 2000).

Consumer price inflation likely continued to run hot in February, starting with
climbing oil and motor fuel prices (the over-23-cent jump is retail gas prices was the
largest in 12 months). Additionally, evidence from business surveys suggests that
there was no significant healing of supply chains in February and that input prices
continued to rise. We project that the consumer price index (CPI) rose by 0.7
percent, while the core rate (excluding the more volatile food and energy
components) is projected to grow by 0.5 percent. This would bring the 12-month
trend rates to 7.8 percent and 6.4 percent, respectively, moving even farther from
the Fed’s long-run inflation goals.
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S&P Sector Returns — Week (%)
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U.S. Yield Curve

* represents total return
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The information in this report is provided by Nationwide Economics and is general in nature and not intended as investment or economic advice,
or a recommendation to buy or sell any security or adopt any investment strategy. Additionally, it does not take into account any specific
investment objectives, tax and financial condition or particular needs of any specific person.

The economic and market forecasts reflect our opinion as of the date of this report and are subject to change without notice. These forecasts
show a broad range of possible outcomes. Because they are subject to high levels of uncertainty, they will not reflect actual performance. We
obtained certain information from sources deemed reliable, but we do not guarantee its accuracy, completeness or fairness.

Nationwide, the Nationwide N and Eagle and Nationwide is on your side are service marks of Nationwide Mutual Insurance Company.© 2022 Nationwide.
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Interested in learning more from Nationwide Economics? Find this and other 
content from Nationwide at blog.nationwidefinancial.com/markets-economy.

Period Actual Previous

Chicago PMI Feb. 56.3 65.2

Dallas Fed manufacturing survey Feb. 14.0 2.0

Markit manufacturing PMI Feb. 57.3 57.5

ISM manufacturing PMI Feb. 58.6 57.6

Construction spending Jan. 1.3% 0.8%

Motor vehicle sales Feb. 14.1 M 15.0 M

ADP private payrolls Feb. 475,000 509,000

Initial jobless claims Week ending Feb. 26 215,000 233,000

Productivity (revision) Q4 6.6% 6.6%

Unit labor costs (revision) Q4 0.9% 0.3%

Markit services PMI Feb. 56.5 56.7

ISM services PMI Feb. 56.5 59.9

Factory orders Jan. 1.4% 0.7%

Nonfarm payrolls Feb. 678,000 481,000

Unemployment rate Feb. 3.8% 4.0%

Average hourly wages (m/m) Feb. 0.0% 0.6%

Average hourly wages (y/y) Feb. 5.1% 5.5%

Previous Week’s Indicators

Release Date Period Forecast* Previous

Consumer credit outstanding Mon. Jan. $24.5 B $19 B
NFIB small business optimism index Tues. Feb. 96.5 97.1
U.S. trade balance Tues. Jan. -$86.1 B -$80.7 B
JOLTS (job openings) Wed. Jan. 11.0 M 10.9 M
Initial jobless claims Thurs. Week ending Mar. 5 205,000 215,000
Consumer price index (m/m) Thurs. Feb. 0.7% 0.6%
CPI (y/y) Thurs. Feb. 7.8% 7.5%
Core CPI (m/m) Thurs. Feb. 0.5% 0.6%
Core CPI (y/y) Thurs. Feb. 6.4% 6.0%

* Nationwide Economics Forecast

This Week’s Indicators
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