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Economic Indicators Analysis 3 July 2026

US Hiring Slowed in June as Hidden Softness Intensified

Summary:

e US hiring slowed in June, with non-farm payrolls rising by 57k, coupled with deep downward

revisions to the previous two months.
e Wage growth remained stable at 3.5% YoY, continuing to mitigate immediate fears of a

demand-driven wage-price spiral.
e The Fed faces a complex macroeconomic backdrop marked by cooling economic growth

and above-target inflation.

The US labour market cooled in June, after a brief spring acceleration. Nonfarm payrolls edged
up by a modest 57k during the month, missing market expectations. Compounding the
disappointment, total hiring gains for April and May were revised downward by a combined 74Kk,
revealing softer underlying economic momentum heading into the summer months.
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A detailed sectoral breakdown highlighted an increasingly uneven employment expansion. Job
growth was concentrated in a handful of sectors, primarily private education & health services
(+69k) and professional & business services (+36k). Conversely, cyclical industries underperformed
significantly. Most notably, leisure & hospitality shed 61k positions, a stark reversal from its spring
performance that reflects much weaker-than-usual seasonal hiring despite ongoing summer
tourism tailwinds.

The headline unemployment rate ticked down slightly from 4.3% to 4.2% in June. Rather than
signalling a surge in employment, a closer look at the underlying household survey showed that the
decline in the unemployment rate was driven by a massive contraction in the overall labour supply,
as more than 720k individuals exited the workforce. This sizable exodus suggests mounting
discouragement among jobseekers navigating an increasingly stagnant "low-hire, low-fire"
corporate environment. Additionally, the number of long-term unemployed individuals (those
jobless for 27 weeks or more) hovered near 1.9 million, accounting for a substantial 27.3% of the
total unemployed population and underscoring structural fragility.
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Wage growth remained stable, mitigating immediate fears of a demand-driven wage-price spiral.
Average hourly earnings (AHE) rose by 13 cents to USD 37.64 in June, bringing annual wage growth
to 3.5% year-on-year (YoY), matching consensus expectations and up slightly from a revised 3.4%
in May. On a month-on-month basis, AHE rose by 0.3%, mirroring the pace recorded in May. While
current wage trends are not signaling an inflationary spiral, nominal gains continue to lag behind
headline inflation, leaving real wage growth in negative territory and weighing on broader consumer
sentiment.

A complex macroeconomic backdrop, marked by cooling economic growth and above-target
inflation, presents a challenging policy dilemma for the Fed. While the stagnant 57k payroll print
provides clear evidence of slowing economic momentum, elevated consumer price inflation
continues to compel the Fed to retain a hawkish bias. At present, financial markets continue to
price in a potential rate hike later this year. Our baseline scenario is for the Fed to maintain a patient
stance, leaving the benchmark federal funds rate unchanged at its upcoming July meeting. As the
Fed remains data-dependent, any policy adjustments are expected to come in September or
October once the macroeconomic picture is clearer.
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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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