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US Payrolls Expanded Sharply in October, Lifting Rate-Hike Odds
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Summary:

e US nonfarm payrolls exceeded expectations in October, rising by 165,000, while payroll
gains in the previous two months were revised up by a combined 84,000.

e The unemployment rate edged down to 4.1%, while wage growth ticked up.

e Stronger-than-expected labour market data will keep the door open for a Fed rate hike in

December or early 2027 should inflation progress stall.

The October jobs report depicted a surprisingly resilient US labour market. Total nonfarm payroll
employment increased by 165,000 in October, exceeding consensus expectations and recent hiring
trends. Meanwhile, payroll gains in the previous two months were revised higher by a combined
84,000, with August's job gains revised up to 186,000 and September's to 60,000. Across sectors,
professional and business services led job creation with 70,000 new jobs, while healthcare
continued its robust expansion, adding roughly 42,000 jobs. Manufacturing also added 19,000 jobs.
Conversely, leisure and hospitality experienced a slight pullback, cutting roughly 13,000 jobs.

The unemployment rate edged down to 4.1%. The unemployment rate has remained within a
narrow 4.1% to 4.3% range for much of the year, underscoring the resilience of the labour market.
Beneath that headline stability, the report revealed that while fresh job seekers found steady
placements, the average duration of unemployment stretched to 27.1 weeks in October from 24.8
weeks in September, the highest level since 2022, and long-term unemployed individuals (those
jobless for 27 weeks or more) accounted for 27.6% of all unemployed people. Simultaneously,
underemployment flared up, with a 339,000 surge in workers forced into part-time schedules
despite wanting full-time employment.
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Wage growth also firmed. Average hourly earnings (AHEs) rose by a solid 0.4% MoM to USD 38.0
in October, the fastest monthly increase since January 2026. On a year-on-year basis, AHE growth
slowed slightly from 3.2% to 3.1%. With inflation remaining elevated, this uptick in AHEs was not
sufficient to lift purchasing power, leaving cost-of-living pressures a key concern.

Other labour market indicators pointed to resilient conditions. With the labour market
characterised as “low hire, low fire", broader indicators suggested that labour market conditions
remained resilient. The latest Job Openings and Labor Turnover Survey (JOLTS) data showed that
job openings rose to around 7.5 million, above levels seen over the previous three months, while
the quit rate edged up to 2.1%. These indicators suggested that workers were becoming
increasingly confident about securing new employment opportunities. Meanwhile, layoffs remained
relatively low and stable, with initial jobless claims near historic lows.
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Looking ahead, the stronger-than-expected labour market report reinforces the case for a higher-
for-longer policy stance. With payrolls expanding above trend and inflation yet to move
meaningfully towards target, the Fed could hike rates in December or early 2027 should current
economic momentum be sustained. That said, the outlook has become more uncertain following
the recent spike in market volatility, as investors reassess the implications of the midterm election
results for Al-related investment and broader economic growth.
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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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