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US: Where are the missing workers?

US labor force participation rate, by age, change since Feb-20, in pp.

1.0
0.5

Men

Women

0.0
-0.5
-1.0
-1.5
-2.0
-2.5
16-19

20-24

25-34

35-44

45-54

55+

Source: BLS, UniCredit Research

■ Today’s US labor market report for the month of November was mixed. Payrolls rose a disappointing 210k
(292k including upward revisions to prior months), while the household survey measure of employment surged
1.1mn. The latter tends to be volatile and is based on a smaller sample, but it’s the household survey that is
used to construct the unemployment rate, which fell a large 0.4pp to 4.2%. While this is confusing and adds to
uncertainty, what’s clear is that labor shortages persist, with the participation rate still 1.5pp (or 2.4mn) below its
pre-pandemic level, the employed working much longer hours than pre-pandemic, and average hourly earnings
growth rising to almost 5% yoy. The big question for the Fed, who has set “maximum employment” as one of its
pre-conditions for the first rate hike, is how long these shortages might persist and, hence, what is attainable in
terms of employment gains in the short term without generating “excess” inflationary pressure.

■ Our Chart of the Week shows the gap between the labor force participation rate (that is, the share of the
working-age population who are either employed or actively looking for work) compared to pre-pandemic levels,
by age group and gender. The fall in participation is concentrated among women, particularly young women,
and the over 55s for men. The former likely in part reflects caregiving needs, particularly childcare, while the
latter likely reflects early retirement. Other forces weighing on participation include the fear of infection, savings
buffers from pandemic-related government transfers, and study.

■ Some of these factors should dissipate when the health situation improves, such as caregiving needs and the
fear of infection. Others, such as early retirement, maybe longer lasting. The Pew Research Center estimates
that between 2008 and 2019, about 1mn Americans retired each year aged 55+, while over the past two years
3.5mn people retired, an additional 1.5mn people over “normal” levels. 1 This would account for a big chunk of
the 2.4mn drop in total participation compared to pre-pandemic levels.

■ In recent weeks many Fed officials have made it clear that they would like to accelerate the pace of tapering of
its asset purchases, probably at the FOMC’s 14-15 December meeting. In our view, today’s mixed employment
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report is unlikely to stop them from doing so. Ultimately, what constitutes “maximum employment” is subjective,
and our view is that “maximum employment” will be reached when the Fed judges that rate hikes can no longer
be delayed, given rising inflation risks.

See Pew Research Center, “Amid the pandemic, a rising share of older U.S. adults are now retired”, 4 November 2021.
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