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Hiring breaks out to the upside
Nonfarm payrolls jumped for June, rising by 850,000, as more sectors are
returning to normal operating conditions this summer. Once again, the leisure and
hospitality sector saw the strongest gains and added nearly one million workers
during the second quarter (of the 1.7 million in total job gains). Other service
sector industries, including retail, administrative support, and education services,
also saw outsized hiring as more businesses returned to the office in June. The
Bureau of Labor Statistics (BLS) also noted that there was a surge in local
education employment as school systems prepare for in-person schooling in the
fall.

The U-3 unemployment rate ticked a bit higher for May, edging up to 5.9 percent.
Despite strong hiring, there was an increase in unemployed workers in the
household survey. But given the small size of this survey, there are often large
and/or anomalous changes in the data unrelated to fundamentals and quit rates
have sored in recent months as workers feel more confident about getting jobs.
While the participation rate has been little changed for about a year, it is likely
that more people will reenter the workforce in coming months to take advantage
of the plentiful job opportunities and as extended unemployment benefits come to
an end.

Even after adding more than 1.4 million jobs over the past two months, the
economy remains about 6.8 million jobs shy of its pre-pandemic peak. This
suggests that job gains are likely to be above-trend over the rest of 2021 and into
the first half of 2022. Falling initial jobless claims and a record number of job
openings indicate that hiring demands by employers should remain strong for
some time, especially as service sector firms refill depleted staffs. We also expect
that the unemployment rate will drop below 5.0 percent by year-end with
improved labor market participation as workers reengage post-pandemic.

Supply chain issues cutting into production and sales
The story remained the same for manufacturing in June: high demand coming out
of the pandemic but lingering supply constraints that are limiting output by firms.
The ISM manufacturing index ticked down to 60.6 in June, a level still indicative of
strong expansion conditions for the sector. Demand metrics stayed highly positive
as survey respondents across multiple industries noted increased sales with an
elevated reading for new orders (although down a tad from May).

Fulfilling orders remains a concern for many manufacturers, however, due to
material shortages, rising input prices, higher transportation costs, and difficulty
finding workers. The prices index rose to its highest level since 1979 in June as
shortages drive up costs. The backlog of orders did improve as production picked
up in some industries, but many respondents reported difficulties keeping up with
the inflow of orders. Reflecting the labor supply shortages, the employment index
fell back into contraction (below 50) for the first time since November with higher
levels of worker absenteeism and production delays at some operations.

Production issues for auto makers helped to drive another sharp decline in light
vehicle sales during June, falling to an annualized pace of 15.4 million units.
Inventories at dealers continue to tighten as multiple assembly plants in the U.S.
have been idled over the past month due to the continued shortages of
microchips. Auto sales could continue to struggle in coming months until the
industry is able to jumpstart production again later this year.

Week in Review

▲Job gains jump as 
service sector reset 
continued in June
Nonfarm payrolls rose by 
850,000 for June, the strongest 
month since last August, led by 
in-person focused industries and 
the return to office for some 
businesses. 

▼Continued expansion 
for manufacturing even 
if a little weaker
The ISM manufacturing index 
edged down for June, still 
buoyed by strong new orders –
although supply shortages 
remain a key concern for 
producers. 

Week Ahead (Forecasts)

▲ A further rise in service 
sector expansion 
expected during June
The ISM services index should 
climb to a record high in June, 
riding strong demand metrics 
from the reopening of in-person 
activities. 

▼Lower jobless claims as 
job gains grow and 
extra benefits fade
Weekly initial jobless claims 
likely fell further during the week 
of July 3 in response to strong 
hiring and reduced 
unemployment benefits across 
more than 20 states. 



The Week Ahead

Sources: Bureau of Labor Statistics/Haver Analytics
Shaded areas depict recessionary periods

The holiday-shortened week will be light for economic data with updates on service sector growth and job openings.

Even stronger services expansion expected
Spurred by the reopening of in-person activities and the corresponding surge in consumer demand, the ISM services
index climbed to its highest recorded level for May (data back to 1997). High frequency data suggest that restaurant
diners and retail activity for June climbed to at least on par with the same period in 2019 prior to the pandemic. As
such, we expect the services index moved higher for June to 65.0 (readings above 50 denote expansion) with elevated
new orders and business activity. Supply shortages, rising costs, and lack of workers are still likely to be constraining
factors for many service businesses, leading to a building backlog of orders.

Record employer demand for workers likely during May
Led by a spike in new positions in the leisure and hospitality sector as demand for in-person activities returned, job
openings rose to a record high for April. The peak for openings typically occurs late in an economic cycle and the
recent jump speaks to the unusual nature of the labor market recovery from COVID-19 as many service sector industries
have only recently approached more normal conditions. Given continued signs of strong growth, job openings likely
rose further for May to 9.4 million, especially as many firms report difficulty finding workers.

Further decline in jobless claims expected
With demand for workers sky high, weekly initial jobless claims fell to a pandemic low during the week ending June 26 
and were nearly half of levels from the end of March. Employers are holding on to employees amid the shortage of labor 
in the current market. More than 20 states had discontinued the extra $300 per week in federal unemployment benefits 
by the end of June and could add to the downward trend in weekly claims. We expect that claims dropped to 351,000 
during the week ending July 3. 

Worth Watching

Job listings have soared coming out of the pandemic

M
ill

io
ns

Job openings



Weekly Market Snapshot
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Period Actual Previous

Consumer confidence June 127.3 120.0

Chicago PMI June 66.1 75.2

Initial jobless claims Week ending June 26 364,000 415,000

ISM manufacturing index June 60.6 61.2

Construction spending May -0.3% 0.1%

Light vehicle sales June 15.4 M 17.0 M

Nonfarm payrolls June 850,000 583,000

Unemployment rate June 5.9% 5.8%

Average hourly earnings June 0.3% 0.4%

Trade deficit May -$71.2 B -$68.9 B

Factory orders May 1.7% -0.1%

Previous Week’s Indicators

Release Date Period Forecast* Previous

Markit services PMI Tues. June 66.2 64.8

ISM services index Tues. June 65.0 64.0

Job openings Wed. May 9.4 M 9.3 M

Initial jobless claims Thurs. Week ending July 3 351,000 365,000

* Nationwide Economics Forecast

This Week’s Indicators
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