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Weekly Market Flash 
 

The Non-Predictive Jobs Numbers 
November 3, 2023 
 
Jobs Friday is here again. The first Friday of every month brings us the widely-anticipated report by the 
Bureau of Labor Statistics on the health of the US labor market. It’s a useful set of data for showing us 
what sectors of the economy are adding more jobs, how many people with part-time work are actively 
looking for full-time jobs, the extent to which hourly wages are keeping up with inflation (pretty well these 
days, actually) and so on.  
 
What the jobs report does not do, no matter how many talking heads on the financial news shows may 
tell you otherwise, is say anything about where the economy is headed. The predictive power of the BLS 
and other labor market reports, for all their usefulness otherwise, is roughly zero. 
 
Looking Backward 
 
The chart below shows the US unemployment rate going all the way back to 1950. The gray columns 
represent recessionary periods.  
 

 
    Source: Bureau of Labor Statistics, MVF Research, FactSet 

 
Each of these recessions had its own unique set of features – to paraphrase Tolstoy, every unhappy 
economy is unhappy in its own special way. But one thing is common to each of them: the unemployment 
rate didn’t start to shoot up until after the recession had begun – and then it soared. Which makes 
complete sense – companies don’t start laying off people in droves until business is already bad. If it’s bad 
across the whole economy, those layoffs will come quickly and in large numbers. The unemployment rate 
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can double in just a couple months or so, as the chart shows. In the parlance of economists, 
unemployment is a lagging indicator. It tells us where we’ve been, not where we’re going. 
 
Cooling Off 
 
Looking backwards has its own uses, though. Here below we show the unemployment rate combined with 
the change in nonfarm payrolls for the past three years. 
 

 
    Source: Bureau of Labor Statistics, MVF Research, FactSet 

 
What this chart tells us is that the labor market is cooling off, relative to where it was a year or two years 
ago. Again – this says nothing about whether we are heading into a recession or whether the economy 
will turn up again. It says that payrolls are growing at a slower rate than they were (with obvious 
exceptions like last month’s barnstormer of nearly 300,000 adds), and the unemployment rate is ever so 
slowly rising off its recent lows (though the current rate of 3.9 percent is still quite low by historical 
standards, as the earlier chart illustrates. 
 
This picture actually looks pretty good for the Fed, which is probably why stocks started rising and bond 
yields fell when the BLS report came out this morning. For the Fed, a cooler jobs market suggests a higher 
likelihood of inflation continuing to moderate, meaning it can stop raising interest rates (which is how the 
market is reading it today). Once again – nothing here is telling the Fed or anyone else what the economy 
will look like one month or six months from now. No predictive intelligence here. But if a moderately 
cooling economy is where we are today, that’s good enough for now. 
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Please remember that past performance may not be indicative of future results.  Different types of investments involve varying 
degrees of risk, and there can be no assurance that the future performance of any specific investment, investment strategy, or 
product (including the investments and/or investment strategies recommended or undertaken by  MV Capital Management, Inc.), 
or any non-investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any 
corresponding indicated historical performance level(s), be suitable for your portfolio or individual situation, or prove successful.  
Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of 
current opinions or positions.  Moreover, you should not assume that any discussion or information contained in this newsletter 
serves as the receipt of, or as a substitute for, personalized investment advice from MV Capital Management, Inc. To the extent 
that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, 
he/she is encouraged to consult with the professional advisor of his/her choosing.  MV Capital Management, Inc. is neither a law 
firm nor a certified public accounting firm and no portion of the newsletter content should be construed as legal or accounting 
advice. A copy of the MV Capital Management, Inc.’s current written disclosure statement discussing our advisory services and 
fees is available for review upon request. 


