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Economic Indicators Analy: 8 June 202!

May US Jobs Report: Headline Strength Marks Underlying Fragility

Summary:

e Job gains hit 172k in May, with upward revisions of 93k for March and April combined.

e The unemployment rate held steady at 4.3%, while wage growth remained stable.

e The odds of a Fed hike rose after the report, driven by easing concerns on the labour market.

The US labour market demonstrated headline strength in May, though underlying details reveal
a narrow expansion. Nonfarm payrolls rose by 172k in May, sharply above market expectations.
Total nonfarm payrolls for March and April were also revised upward by a total of 93k. Undoubtedly,
these headline gains were impressive, but the expansion was concentrated in a few sectors: leisure
& hospitality (+70k), local government (+55k), and healthcare & social assistance (+47.2k). Robust
hiring in leisure & hospitality is likely tied to preparations for hosting the World Cup this summer,
while the bulk of remaining job growth was generated by government-funded sectors. Meanwhile,
financial activities lost 22k jobs during the month. Furthermore, full-time workers declined by 79k
as part-time workers climbed by 266k. Therefore, it revealed that private-sector momentum was
not as robust as the headline suggested.
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The unemployment rate held steady at 4.3%. In May, the labour force participation rate was
unchanged at 61.8%, reflecting an 83,000 rise in the labour force alongside a 66,000 drop in the
number of unemployed individuals. Conversely, a concern surfaced with the rise in the long-term
unemployment rate, which hit 27.5% in May, compared to 20.4% a year ago. This likely reflected
weaker re-entry prospects among unemployed individuals.

Meanwhile, youth unemployment has remained high. Despite a strong rise of payrolls, the
unemployment rate for young professionals aged 20-24 remained elevated at 7.2%, far above the
rate of 3.8% among individuals aged 25-54. Although this figure is in line with historical trends,
deeper structural issues emerged for college educated young professionals. Data from the Federal
Reserve Bank of New York revealed that the underemployment rate for recent graduates (those
aged 22-27 with a bachelor's degree) reached 41.5% in Q1 2026. It stood in striking contrast with a
recovery of job openings since the start of 2026 and highlighted an emerging issue linked with the
rapid adoption of Al, contributing to an apparent decline in entry-level roles.
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Wage growth was stable. Average hourly earnings (AHE) rose to USD 37.53 in May, which brought
annual wage growth to 3.4% year-on-year (YoY), compared to 3.6% in April. On a monthly basis,
AHE rose by 0.3% month-on-month (MoM) in May, a slight acceleration from 0.2% in April. Besides,
the average workweek was unchanged at 34.3 hours. Overall, this wage data continued to signal
steady underlying inflationary pressures.

This combination of strong headline payroll growth and a surge in energy-driven inflation
presents a complex backdrop for US monetary policy. Given the upside surprise in headline job
growth and a resurgence in energy-driven inflation rates, the Federal Reserve (Fed) is likely to
maintain a cautious stance, keeping interest rates "higher for longer" until price pressures
eventually dissipate. Immediately following the release of the job market report, derivative markets
priced in higher odds of a rate hike. However, the broader economic outlook remains highly
uncertain, particularly amid a narrow breadth of job creation and a restrictive monetary
environment. The upcoming debut FOMC meeting chaired by Kevin Warsh will give a clearer
picture of the Fed funds rate's potential trajectory.
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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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