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The US labour market cooled further despite strong Q3 growth

US hiring slowed in December, with persistent downward revisions to prior months.
The US economy experienced strong growth in Q3 2025.
e Business surveys signalled a sustained expansion albeit with sectoral unevenness.

The US labour market slowed in December

New hiring slowed amid broader softness. Non-farm payrolls increased by a modest 50,000 jobs,
falling short of consensus estimates and following a downwardly revised gain of 56,000 in
November. This brings the total nonfarm payroll gains for 2025 to just 584,000, a marked
deceleration from over 2 million jobs added in 2024. However, comparisons between the two years
should be interpreted with caution, given the persistent trend of negative revisions in recent data.
Meanwhile, the unemployment rate edged down to 4.4% in December from a downwardly revised
4.5% in November. This decline was partially led by a dip in the labour force participation rate. On
the wage front, average hourly earnings rose by 3.8% year-on-year (YoY) and 0.3% month-on-
month (MoM) in December, compared to 3.6% and 0.2% in November, respectively. Furthermore,
job demand eased, with job openings declining by 303,000 to a 14-month low of 7.15 million in
November. Taken together, these readings underscored the narrative of a softening labour market.
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The US economy grew stronger than expected in the third quarter

The US economy displayed resilience in Q3. The US Bureau of Economic Analysis released the Q3
GDP report in late December, which was delayed due to the government shutdown. The report
revealed that the US economy grew by a seasonally adjusted annual rate (SAAR) of 4.3% in Q3,
faster than the solid 3.8% growth observed in Q2. On a YoY basis, the economy grew by 2.3% in
Q3, up from 2.1% in Q2. Stronger growth was primarily underpinned by personal consumption
expenditures, which grew by 3.5% SAAR in Q3 (Q2: 2.5%). Notably, spending on services such as
healthcare, financial services, and recreation, demonstrated robust performance.

Furthermore, a softer decline in private investment, improving from -13.8% SAAR in Q2 to -0.3% in
Q3, also provided tailwinds to headline growth. Although non-residential business investment
slowed to 2.8% SAAR in Q3 (Q2: 7.3%), after a strong run of Al-related capex and solid corporate
profits, inventory changes stabilised, with their drag on headline GDP growth narrowing from 3.44
percentage points (ppts) in Q2 to a mere 0.22 ppts in Q3. Meanwhile, government expenditures
rebounded, from a 0.1% SAAR decline in Q2 to a 2.2% rise in Q3, while net exports acted as a
modest drag. Looking ahead, financial conditions, the Trump administration's tax cuts, deregulation
and corporate investment trends will be pivotal for sustaining growth in 2026.
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Business surveys signalled a sustained expansion albeit with sectoral unevenness

Business surveys showcased solid services-driven growth. The services sector continued to
outperform the manufacturing, highlighting a bifurcation in the economy. The Institute of Supply
Management (ISM) manufacturing purchasing managers' index (PMI) fell slightly to 47.9 in
December, remaining in contractionary territory (below 50) for the tenth consecutive month due
to continued softness in new orders and employment. Conversely, the S&P Global manufacturing
PMI came in at 51.8. Despite being above the 50-expansion threshold, this marked a five-month low
as new orders turned negative for the first time in a year. In the services sector, the ISM services
PMI climbed to 54.4, its highest level in over a year, supported by stronger business activity and
new orders. Meanwhile, the S&P Global services PMI eased to an eight-month low of 52.5 amid
softer demand and a small decline in employment. On balance, the PMI readings suggested that
economic momentum is likely to be sustained, though heavily reliant on the services sector.
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Consumer sentiment remained low. The preliminary University of Michigan (U-Mich) consumer
sentiment index for January 2026 edged up to 54.0 from 52.9 in December 2025, reaching its
highest level since September 2025. Despite the improvement, the index remains far lower the
levels seen at the start of 2025 (Jan 2025: 71.0), reflecting entrenched concerns regarding the cost
of living and a softening labour market. Additionally, the U-Mich 1-year inflation expectations held
steady at 4.2% YoY, while 5-year inflation expectations rose to 3.4% from 3.2%.
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This material is prepared by The Bank of East Asia, Limited ("BEA") for customers' reference only. The content is
based on information available to the public and reasonably believed to be reliable, but has not been independently
verified. Any projections and opinions contained herein are expressed solely as general market commentary, and
do not constitute an offer of securities or investment, nor a solicitation, suggestion, investment advice, or
guaranteed return in respect of such an offer. The information, forecasts, and opinions contained herein are as of
the date hereof and are subject to change without prior notification, and should not be regarded as any investment
product or market recommendations. This material has not been reviewed by the Securities and Futures
Commission of Hong Kong, Hong Kong Monetary Authority, or any regulatory authority in Hong Kong.

BEA will update the published research as needed. In addition to certain reports published on a periodic basis, other
reports may be published at irregular intervals as appropriate without prior notice.

No representation or warranty, express or implied, is given by or on behalf of BEA, as to the accuracy or
completeness of the information and stated returns contained in this material, and no liability is accepted for any
loss arising, directly or indirectly, from any use of such information (whether due to infringements or contracts or
other aspects). Investment involves risks. The price of investment products may go up or down, and may become
valueless. Past performance is not indicative of future performance. The investments mentioned in this material
may not be suitable for all investors, and the specific investment objectives or experience, financial situation, or
other needs of each recipient are not considered. Therefore, you should not make any investment decisions based
solely on this material. You should make investment decisions based on your own investment objectives,
investment experience, financial situation, and specific needs; if necessary, you should seek independent
professional advice before making any investment.

This material is the property of BEA and is protected by relevant intellectual property laws. Without the prior written
consent of BEA, the information herein is not allowed to be copied, transferred, sold, distributed, published,
broadcast, circulated, modified, or developed commercially, in either electronic or printed forms, nor through any
media platforms that exist now or are developed later.

For more information, please visit our webpage at https://www.hkbea.com/html/en/bea-about-bea-economic-
research.html. For any enquiries, please contact the Economic Research Department of BEA (email:
lerd@hkbea.com/telephone number: (852) 3609-1504/postal address: GPO Box 31, Hong Kong).
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