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Weaker Job Growth Tempers October Rate Hike Expectations

T D R

Summary:

e US nonfarm payrolls rose just 29,000 in September, below consensus expectations, while
the previous two months' gains were revised down by a combined 60,000.

e The unemployment rate increased slightly to 4.2%, while wage growth continued to soften.

e Odds of an October rate hike fell after the report's release, while an additional rate hike by
year-end remains the base case.

The September jobs report showed a labour market that continues to soften, with hiring slowing
sharply after August's rebound. Nonfarm payrolls increased by just 29,000 jobs, falling well short
of consensus expectations. Net revisions lowered July-August payrolls by a combined 60,000: July
was revised down to a decline of 10,000 (from +21,000) and August was marked down to 133,000
(from +162,000). Sectoral gains were highly concentrated, led by healthcare (+17,000), construction
(+11,000), and manufacturing (+9,000), while employment in government (-17,000), administrative
& waste management (-15,300), information (-10,000) and financial activities (-7,000) declined.
Notably, the employment level in financial activities is now 129,000 below its recent peak in May
2025. The underlying data point to an environment characterised not by surging layoffs but by a
broad hiring slowdown across both the private and public sectors.

The headline unemployment rate edged up to 4.2% in September from 4.1% in August. The labour
force participation rate rose 0.2 percentage points (ppts) to 61.8%, while the employment-
population ratio was essentially unchanged at 59.2%. A deeper look at underlying labour data
underscored a growing struggle for displaced workers, as long-term unemployment (those jobless
for 27 weeks or more) stood at 1.9 million, accounting for 27.1% of total unemployed individuals.
Overall, the figures pointed to a “low hire, low fire" environment.
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Wage growth continued to moderate. Average hourly earnings (AHEs) rose modestly by 0.1% MoM
to USD 37.81 in September, after increasing 0.3% in August. On a year-on-year (YoY) basis, AHE
growth slowed from 3.1% to 3.0%, the slowest pace since May 2021. With headline CPI inflation
running at 3.4% YoY, real AHEs remained under pressure, eroding household purchasing power.
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September's softer-than-expected payrolls strengthened the case for the Fed to hold at its
October meeting. The Fed raised rates in September for the first time since 2023, while the median
dot plot implied one additional increase this year, keeping market expectations of further tightening
elevated. Following the September jobs report, Treasury yields retreated from multi-decade highs
and futures-implied odds of an October hold climbed over 80%. Nonetheless, markets continue to
price in one further rate hike by year-end. With the Fed remaining data-dependent, upcoming
inflation and labour market releases will remain critical in shaping the rate outlook.
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Disclaimer

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.ntml. 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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