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Chart 1
 Total Nonfarm Payroll Employment

Change from Prior Month -- Thousands of Persons

Month:Year
    As 

Reported
    After 1st 

Revision
    After 2nd 

Revision

After 
Benchmark 

Revision

10:13 204 200 200 237
11:13 203 241 274
12:13 74 75 84
1:14 113 129 144
2:14 175 197 222
3:14 192 203 203
4:14 288 282 304
5:14 217 224 229
6:14 288 298 267
7:14 209 212 243
8:14 142 180
9:14 248

“Oh, My!”

Readers of a certain age, who grew up 
watching baseball, football, and tennis, 
wi l l  remember the above as the 
signature line of Dick Enberg, long time 
play-by-play man for NBC, and CBS.  
He used this for extraordinary plays, 
both good and bad.  And, as I looked 
through this morning's report, I found 
myself saying it several times.

This report is a spinner's dream.  As we 
shall see, there is something for those 
who want to spin “it's good and getting 
better” as well as for those “it's as good 
as it's going to get” as well as for those 
who subscribe to the “it's another pack 
of lies” school of thought.  I will offer my 
conclusions as we go through the 
charts.  
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Chart 2
 Total Nonfarm Payroll Employment

Change from Prior Month -- Thousands of Persons
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    As Reported     After 1st Revision

    After 2nd Revision     After Benchmark Revision

September Headline Change = +248K
September Change net of Revisions = +317K

Although the first thing you will note, 
because your eye makes you do it, is 
the large new black bar on the right 
side of the chart, what you should really 
note are the upward revisions to the 
two prior months.  With those revisions 
the total gain in employment was 
317,000 persons.  Not too shabby, as 
they say.  And, actually, not all that 
surprising for an economy that is in the 
sixth year of an expansion.  This is 
what is supposed to happen at this 
stage of an expansion. 

This was “Oh, My!“ number one.
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Chart 3
 Total Nonfarm Payroll Employment

Change from Prior Month -- Thousands of Persons
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2014 2013The Bureau of Labor Statistics (BLS) 

noted that the 248,000 headline gain 
in September compared favorably to 
the 213,000 average monthly gain 
over the prior 12 months.  As nice as 
that is, what caught my eye here was 
the size of the next two monthly bars 
on this chart.  October and November 
of last year were very strong, before 
we went into the pause associated 
with the deep freeze that started in 
December.

For those of you who might have 
f o rgo t t en ,  t he  repo r t s  f o r  l as t  
December and January were widely 
heralded as the beginning of the next 
recession.  
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Chart 4
 Construction Payroll Employment

Change from Prior Month -- Thousands of Persons

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

0

20

40

60

-20

-40

2014 2013As we had hoped, largely because 
we had reported some anecdotal 
evidence from our neighborhood on 
this subject, there was another 
hea l thy  ga in  in  cons t ruc t ion  
employment in September.  The 
BLS pointed out that there have 
been 230,000 new jobs created in 
the construction sector over the 
past 12 months.  
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Chart 5
 Manufacturing Payroll Employment

Change from Prior Month -- Thousands of Persons
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2014 2013As you probably don’t recall, so I will 
remind you, last month we had a zero 
in the August slot.  I said that I fully 
anticipated that we would not have a 
zero in the August slot once they got 
around to the revisions.  And, as you 
see we don’t.   We have a small 
negative.  And this month we have a 
small positive.

One of the reasons why we had the 
two large bars for  October  and 
November on Chart 3, was because of 
the two large bars you see on this 
chart for those months.  We will be 
curious to see whether we replicate 
the performance of last year.  But 
given the pattern you see on the chart, 
where 2014 has been quite different 
than 2013 we will not be surprised if 
the next couple of observations don’t 
replicate the 2013 episode.
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Chart 6
 Health Care

Change from Prior Month -- Thousands of Persons
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2014 2013The BLS noted that health care 

added 23,000 jobs in September “in 
line with the prior 12-month average 
gain of 20,000 jobs per month.“  As 
was the case with both Construction 
and Manufacturing, Health Care 
seems to have its own ideas of what 
2014 should be relative to 2013.  In 
the other two sectors weather likely 
played a part.  With Health Care the 
dynamic seems more involved, with 
hospitals doing one thing, physician's 
offices doing another, and home 
health yet something else.  
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Chart 7
 State and Local Government

Change from Prior Month -- Thousands of Persons
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The BLS did not comment on activity in 
this sector, other than to note that 
there was little change.  I checked back 
on my spreadsheet to see if there was 
something interesting and I found that 
on a year-to-date basis, employment 
was up 74,000 so far in 2014 versus a 
gain of 45,000 for the same period of 
2013.  This would confirm some of 
what we have said earlier that the 
current budget positions of the state 
and local governments have given them 
more room to hire staff.

Bu t ,  l es t  you  f i sca l  hawks  ge t  
concerned about the expansion hiring 
in this sector, the current level of 
employment is still 353,000 persons 
below where it was when the recession 
started in December 2007,
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Chart 8
 Total Nonfarm Payroll Employment

Change from Prior Month -- Thousands of Persons
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As suggested by the BLS’s remark 
a b o u t  t h e  c u r r e n t  p a c e  o f  
month-to-month growth in employment 
relative to the prior year, this chart, 
which shows the month-to-month 
growth over the course of the last two 
expansions, has the same good 
news.  We are, at long last, getting 
the type of large and consistent gains 
in hiring that should be happening at 
this point of the expansion.

Still to be determined, however, is 
whether those jobs are “good” jobs 
however that term is defined.
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Chart 9
 Total Private Nonfarm Payroll Employment

Change from Prior Month -- Thousands of Persons

19
89

:1
19

93
:1

19
97

:1
20

01
:1

20
05

:1
20

09
:1

20
13

:1

0

200

400

600

-200

-400

-600

-800

Date PNFP
2014:6 260
2014:7 239
2014:8 175
2014:9 236

The private sector, as has been the 
case f rom the outset  o f  th is  
expansion, continues to carry the 
brunt of the task of creating new 
jobs.  Not that this is much different 
from every other expansion.  What 
is different is that we could be 
getting some help from the public 
sector, at long last.

As we noted earlier, the gains in 
private employment were large and 
widespread.  “Oh, My” number two.
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Chart 10
 State and Local Government Payroll Employment

Change from Prior Month -- Thousands of Persons
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As we noted earlier, the recent 
string of small positive numbers 
you see  here has not been enough 
to offset the long stretch of large 
negatives that we posted during 
and after the recession.  But, 
every little bit helps.
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Chart 11
 Total Nonfarm Payroll Employment

Percent Change from Year Ago Month
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The next two “Oh, My!“ moments 
came on this and the next chart.

We just posted our first number north 
of 1.9% for this expansion.  Perhaps 
not a big deal for you, but it is for me.  
I like to see this line nose up.  
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Chart 12
 Total Private Nonfarm Payroll Employment

Percent Change from Year Ago Month
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The latest reading on this chart is not 
a new expansion high.  That came in 
March 2012 at 2.49%.  But after 
trending sideways for quite a while, it 
was nice to see this series both go 
nose up and break through 2.20%.

Again, this is something I like to see 
because I like to see evidence of 
improved economic conditions.  My 
other reason for liking this is that 
when this line has gone through 2% 
from above, it tends to do nothing but 
go down.  And, since the Enhanced 
Aggregate Spread is saying that we 
should be expecting those conditions 
to be present now and through the 
forecast horizon, getting information 
that says the forecast is tracking 
correctly is always welcome.
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Chart 13
 Total Nonfarm Payroll Employment

Millions of Persons
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So, there you have it,  A nice little 
report from the Establishment 
Sector .   We had widespread 
gains.  We had some large gains.  
We had, in short, the kind of report 
one would expect to see from an 
economy that is in the sixth year 
of an expansion.

Now, on to the Household Survey, 
where there were many things to 
cause “Oh, My!“ moments.
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Chart 14
 Components of the Civilian Unemployment Rate

Change from Prior Month --Thousands of Persons, except where noted

Month:Year
Change in 

Labor Force [1]
Change in 

Employment [2]
Difference = 

[1] - [2]

Change In 
Unemployment 

Rate (Basis 
Points)

5:14 192 145 46 0

6:14 81 407 -325 -20

7:14 329 131 197 10

8:14 -64 16 -80 -10

9:14 -97 232 -329 -20

Those who wanted to find fault with the 
latest report had to go no further than 
the first number on the last line of this 
table.  As you see there, we had yet 
another decline in the labor force.  As 
you know we assign a grade to each 
month's Household Sector results 
based on the figures on this table.  To 
get an A, the report has to meet several 
conditions: a gain in the labor force and 
a gain in employment greater than the 
gain in the labor force sufficient to bring 
the unemployment rate down. Those 
conditions were not met in September, 
so we can't give this report a passing 
grade.  Which is actually more of a 
problem than you might think, and not 
for the reasons you might think.

The problem is that the report makes it look like labor market conditions are improving when, in fact, they are little 
changed.  This, in turn, creates a problem for the Federal Reserve, who has the level of the unemployment rate as one 
of its policy drivers.  While recent comments from Dr. Yellen suggest that the importance of the level of the 
unemployment rate is only a part of their policy diagnostic kit, the fact that the headline rate was included without 
nuance leaves them open to the complications created by results such as this.  Principal among those complications is 
their inability to say whether this was good or bad news.  Back in the day, when the Federal Reserve was not as 
committed to transparency as it is now, this report would have been a perfect opportunity to obfuscate.  But, at least 
according to their latest directives, that is not how they want to play the game.
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Chart 15
 Civilian Labor Force

Change from Year Ago Month -- Percent
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I have spent a lot of time with the 
data that drive this series and, after 
doing so, have become increasingly 
wary of those who claim to know 
precisely what is going on here.  
The growth and composition of the 
labor  fo rce  are  the  resu l t  o f  
demographic and economic cross 
currents.  The demographic currents 
are being affected by the children of 
Baby Boomers reaching working 
age at the same time as the Baby 
Boomers are reaching nominal 
retirement age.  The economic 
currents are being influenced by  
hiring practices and the productivity 
of the labor force.

This chart suggests that what is going on now is different than what had been going 
on prior to the last recession.  But exactly how and why things are different, much 
less how those differences can be explained by what happens in any given month is 
beyond me.  The good news is that the longer this expansion proceeds the better are 
the odds that we will be able to gather enough economic information to begin to 
discern how those forces are playing out.  As we shall see in the next several charts,  
changes in how and why people are hired are among the many reasons affecting 
labor force participation.
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Chart 16
 Civilian Employment

Change from Year Ago Month -- Percent
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But before we get to the details we 
have to continue with the review of the 
data from Chart 14.  As you see here, 
the track of employment growth remains 
positive.  I mention this as a caution for 
those who are going to try and build the 
case that the internals of the Household 
Survey are suggesting the onset of 
business cycle peak.  We already told 
y o u  h o w  t h e  d a t a  f r o m  t h e  
Establishment Survey firmly established 
that we are not approaching a cycle 
peak, but the folks who have been 
itching to call the end of this expansion 
never miss a chance to do so.  Some 
advice, don’t try to make your case on 
this chart.
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Chart 17
 Civilian Unemployment

Change from Year Ago Month -- Percent
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Or this one.

Yes, we gave the September 
Household Survey a failing grade 
in terms of its ability to describe an 
improving labor market.  But that 
grade is not the same as the one 
we wou ld  g ive  a  repor t  tha t  
described a deteriorating labor 
market.
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Chart 18
 Full-Time Civilian Employment

Millions of Persons
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This chart, and the three that follow, 
are the ones that better convey the 
true condition of the labor market as 
covered by the Household data.

While we had a gain in full t ime 
employment in September, the current 
level of employment stil l puts us 
below that which had been attained at 
the end of the last expansion.  We 
have only made it back to where we 
were in March of 2006.  But, as we 
shall see later, where we are relative 
to the pr ior  cycle peak in tota l  
employment is much different from 
what you see here.
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Chart 19
 Part-Time Civilian Employment

Millions of Persons
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Part time employment was down for 
the month.  But this is not entirely 
surprising since September is the 
start of the school year and a lot of 
folks who had been in part time jobs 
over the summer went back to school.  
We will better be able to see the 
reasons behind the many zigs and 
zags in this line when we look at the 
details of part time employment in a 
moment.  But before we do that, you 
might want to glance back at Chart 18 
and note just how much different that 
line looks compared to this one.

Not only will you see fewer zigs and 
zags, but you will also see the line 
drop during the recession.
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Chart 20
 Part-Time Civilian Employment -- Economic Reasons
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After rising sharply in the recession, part 
time work for economic reasons (defined 
by the BLS as people who work less 
than 35 hours per week because either 
they can't find full time work or their 
employer does not offer the chance to 
work more than 34 hours) this line has 
been trending lower.  The issue, as we 
t ry  to  f igure  out  the longer- term 
implications of what we see here, is how 
much of this is a permanent structural 
c h a n g e  i n  t h e  c o m p o s i t i o n  o f  
employment and how much is the 
temporary effect of the recession.  This 
is one of those charts that strongly 
supports the case of those who say that 
“this time it's different.“  How and why 
and for how long remain the focus of 
considerable research by labor market 
observers.
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Chart 21
 Part-Time Civilian Employment -- Non Economic Reasons

Thousands of Persons
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2014:6 19,880
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At the same time, what we see here 
suggests that what is going on in this 
category of part time employment 
(defined by the BLS as being the 
people who work less than 35 hours 
pe r  week  fo r  r easons  o f  t he i r  
choosing) is what we would expect 
during an expansion.

The major zigs and zag are associated 
with calendar effects, such as the 
aforementioned school year, and other 
seasonal hiring.  But, as you see here, 
the gains in this series have been both 
significant and continuous since the 
end of the recession.  The fact that 
people are taking these types of jobs, 
with their attendant wages, has had 
much to do with the lagging pace of 
wage growth in this expansion. 
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Chart 22
  Ratio: Number of Full Time Employed In Household Survey 

to Number Part Time Employed In Household Survey
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Methodology 
changes

The BLS reports the two series on full 
time and part time employment going 
back to 1968.  And, since we are big 
fans of charts that have a lot of 
history, we are showing you this 
version of the chart that goes back to 
the beginning.  But, as you see from 
the note on the chart, we have two 
problems.

First, the nature of part time work has 
changed greatly since 1968.  Second, 
the way the BLS measures part time 
employment changed in 1995.  So, 
what we are going to do, is show you 
another chart, that starts in 1995 in 
the hopes of providing more insight 
into what is going on now.
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Chart 23
  Ratio: Number of Full Time Employed In Household Survey 

to Number Part Time Employed In Household Survey
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And this is the chart which we wil l  
continue to run in this space every month.

What the chart allows us to see is the 
relative pace at which full and part time 
employment are growing.  When the ratio 
i s  r i s ing ,  i t  means  tha t  fu l l  t ime 
employment is rising more quickly and 
part time employment.  The huge drop 
that you see in the ratio during the 
recession was the result of full time hiring 
going down while part time hiring was 
going up.

As you see,  s ince the end of  the 
recession the ratio has been rising, but 
with a less steep slope than it had in the 
two prior expansions.  And, as you also 
see, the level of the ratio itself is much 
lower than it had been previously.

We will be keeping a close eye on this 
chart.
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Chart 24
 Selected Unemployment Rates

Percent 
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DATE Official Full Part
2014:6 6.1 6.2 5.5
2014:7 6.2 6.4 5.6
2014:8 6.1 6.3 5.6
2014:9 5.9 6.0 5.7

Now, on to the unemployment rates.

Since we are on the topic of full and 
part time employment, we start with the 
u n e m p l o y m e n t  r a t e s  i n  t h o s e  
categories.  

As I  have ment ioned previously ,  
c r o s s i n g  l i n e s  a r e  c a t n i p  f o r  
economists.  And, it looks like we might 
be approaching the intersection of the 
three lines, something we have not 
seen since the middle of the last 
expansion.

The other matter worth noting here is 
that the unemployment rate for part time 
workers did not show the same size rise 
as did that for full time workers over the 
course of the recession.  Some of this 
might have been caused by changes in 
the part time labor force.  
In other words, when conditions got bad a couple of things happened at the same 
time.  First, the part timers did not have the pace of job losses as the full timers 
(see Charts 18 and 19) again.  Second, some those who worked part time for non 
economic reasons, seeing a bad market, might have left the workforce.  Those 
factors, and probably several others, would account for the track of the red line.
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Chart 25
 Selected Unemployment Rates

Percent 
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DATE Official Short
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Among the many “Oh, My!“ moments in 
this report, was the one associated 
with the news on this chart.  The 
short-term unemployment rate, which is 
made up of people who have been out 
o f  work for  less than 27 weeks,  
dropped sharply after rising for the past 
two months.

This number matters greatly to me 
because it is part of the Enhanced 
Aggregate Spread.  (Full Disclosure is 
our middle name)  Since, historically, 
this number has been known to set up 
for an upturn after going below 4.0%, 
any time we see the chances of that 
happening we get really interested in 
what might be ahead.
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Chart 26
 Selected Unemployment Rates

Percent 
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2014:7 1.7 1.6 0.9 2.0
2014:8 1.7 1.6 1.0 1.9
2014:9 1.5 1.6 0.9 1.9

DATE Official Short
2014:6 6.1 4.0
2014:7 6.2 4.2
2014:8 6.1 4.3
2014:9 5.9 4.0

The drop in the short term rate, as 
you see in the table below, stemmed 
from improvements in both the Less 
than 5 Weeks and the 15 to 26 Week 
categories.  One of the reasons why 
we don’t often see changes of 30 
basis points in the short term rate is 
because we rarely see more than one 
category make major changes in any 
given month.  But, this was one of 
those months,
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Chart 27
 Share of Unemployed By Duration of Unemployment
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Date <5 >26
2014:6 25.7 32.8
2014:7 27.0 32.9
2014:8 27.4 31.2
2014:9 25.7 31.9

Just to show you what a boor Saint 
Offset can be, I made this chart after 
last month’s report which had these 
two series tracking steadily towards 
each other in the hopes of showing 
you their having met up.  As I said, 
c r o s s i n g  l i n e s  a r e  c a t n i p  f o r  
economists and from time to time we 
get ahead of ourselves setting up 
charts to show lines that cross.

The Saint, in a reminder that one 
should wait for the data before making 
the chart, had the two series move 
way from each other this month.  But, 
I  thought I would show you this 
anyway.
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Chart 28
 Average Duration of Unemployment

W eeks

20
12

:1
20

12
:7

20
13

:1
20

13
:7

20
14

:1
20

14
:7

20
15

:1
20

15
:7

30

32

34

36

38

40

DATE WEEKS
2014:6 33.5
2014:7 32.4
2014:8 31.7
2014:9 31.5

We had a slight improvement in this 
chart and so I decided to widen the 
scale.  As you have probably seen in 
your travels around the economic and 
business commentariat, one of the 
favorite tactics of spinners is to set the 
scales on their charts to make points 
that the data don’t really support.

Case in point. Had I left the lower 
bound of this chart at 31, which is 
where it had been, it would look like the 
line was about to go through the floor.  
With that I could have said “see the 
line is going through the floor!“  Don’t 
fall for that stuff.

The average duration of unemployment 
is still 31.5 weeks and that is awful.
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Chart 29
  Ratio: Number of Total Employed In Household Survey 

to Number of Total Unemployed In Household Survey
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The gain in employment, while still not 
what we would like to see in terms of 
e i ther s ize or  composi t ion,  was 
enough to give this measure a pretty 
good boost.

This remains one of my favorite 
charts for describing the overall health 
of the labor market.  The current level 
of the ratio is an improvement over its 
dismal readings that we saw at the 
end of the recession.  At the same 
time, the current reading is so far 
be low those o f  the  o ther  long 
expansions that we cannot say that 
the market is in good shape.  

The red line is there to make that last 
point easier to see.  It has no other 
significance.
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Chart 30
 Total Civilian Employment

Millions of Persons
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146,378I  to ld you there was a surpr ise 
regarding the level of total civilian 
employment.  With today's number we 
took out the pr ior cycle high of  
146,378 set in January 2008.  That's 
why there is no red bar on this chart 
any more.

And here is the ultimate spinner's 
number.  It is a fact, to the extent that 
anything in the employment statistics 
is a fact, that total employment has 
now “ fu l l y  recovered”  f rom the  
recession.  The quotes are there for a 
reason.  We have not fully recovered.  
Measures such as full and part time 
jobs, the duration of unemployment, 
the pace of wage growth, have not 
recovered.  This time it is different.  
Progress has been made, but much 
remains to be done.  And there, my 
friends, is the Fed's dilemma.

So, to wrap up before going on to a 
q u i c k  l o o k  a t  t h e  m a r k e t s ,  
Establishment data good. Household 
data not good.  It will be interesting to 
see which set of data gets the most 
attention at the next Fed meeting and 
how policy gets adjusted as a result.
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Chart 31
 DeltaDelta
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DeltaDelta = YOY%Chg of SP500 minus YOY%Chg of Official Unemployment Rate

T h e  c o n t i n u e d  d r o p  i n  t h e  
unemployment rate in September as 
wel l  as the performance of  the 
S&P500 in that period combined to 
keep DeltaDelta at a high level.

Just  another reminder to those 
wanting to call a cycle top that this is 
not the chart you should use for that 
purpose.  
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Chart 32
Standard and Poor's 500 Stock Index 
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As I look at the tape, it appears that the 
equity market liked what it saw in the 
employment report.  Not surprising.  
Whether it will last beyond the current 
session, or even the entirety of the 
current session, is not for me to say.  
But, I will point out that the blue and the 
green lines on the chart are converging.

Will Saint Offset do for this chart what 
he did for Chart 27?
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Chart 33
10-Year Treasury Note
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The bond market, meanwhile, seems to 
have taken i ts  usual  s tance and 
r e a c t e d  n e g a t i v e l y  t o  p o s i t i v e  
economic news.  I am not sure how 
much of today's move to attribute to the 
employment figures and how much to 
attribute to the recent encounter with 
2.40% which seemed to me not merited 
by the economic and monetary policy 
env i ronment .   As  we know,  the 
Treasury market remains vulnerable to 
f l ights to qual i ty ,  some of  which 
originate overseas and others here at 
home as investors shift between asset 
types.

On balance it would seem to me that 
the red line on the chart would want to 
start tracking the black line's path.  But, 
as they say; “this time it's different."  
More about this chart in the monthly 
reports.  And, while I think of it: the 
reports will be published a week later 
than usual this month.  In most months, 
the other reports come out two weeks 
after this one.  But, this month the CPI 
won’t be out until the 22nd.  I can't 
update the Enhanced Aggregate 
Spread until I have the CPI report in 
hand.
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Summary and Conclusions

Establishment Survey:
The headline was great and the revisions made it better.
The composition of the gain strongly supported the big headline.
A fine report.  The type of report one should get with some frequency in the sixth year of an 
expansion.

Household Survey:
Another misleading headline, made worse by the crossing of the 6% barrier.
Full time employment moved ahead, but there are still a host of structural problems.
How much those structural problems will figure into Fed policy will be the question.

Major Players:
Political: A spinner's delight. Just what they wanted before the elections.
Federal Reserve Policy: They are talking taper, and will talk taper some more. Dr. Yellen has 
more labor market anomalies to consider as she sets the new policy course.  
Fixed-Income: As we said last month:10-Year Rates are still back to where they were a year ago.  
Does this make sense?
Equity Market: As we said last month: Now that we have seen SPX 2000, the question becomes 
which we will see first SPX 2200 or SPX 1800?

“Oh, My!”
The September report was a reminder that extreme caution should be exercised in making 
forecasts of what to expect in the next month's report.  August had been widely heralded as a 
trend breaker.
But, September was also a reminder that headlines can be deceiving and that you should always 
drill down a couple of levels to be sure you have the full picture.
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