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The U.S. labor market is still holding up, but the slowdown has fallen hardest on
younger workers. Payroll growth has averaged about 76,000 jobs per month
so far this year, and the unemployment rate remains low by historical
standards at 4.3%. But the youth unemployment rate has risen much more
sharply, reaching 9.5% in April, far above the national rate and well above its
2022-2023 lows.

Recent graduates are facing a tougher transition into the workforce. Younger
workers always have higher unemployment because they are more likely to
be new entrants, job switchers, or still building experience. But the gap has
widened meaningfully: recent college graduates are now seeing higher
unemployment and underemployment than college graduates overall,
suggesting that entry-level hiring has become more difficult even for
educated workers.

Weak junior hiring appears to reflect a “low-hire, low-fire” labor market, with
remote work and Al likely adding to the challenge. Layoffs remain historically
low, but firms have cut back sharply on hiring after the post-pandemic surge.
Recent research suggests that remote and hybrid work may have made firms
less willing to hire inexperienced workers who require supervision, mentoring,
and informal learning; Al may also be weighing on some early-career roles,
especially where tasks are more easily automated.

PNC expects Friday’s May jobs report to show continued labor-market
stability, but with slower underlying momentum. Payrolls are expected to rise
by 85,000, modestly above the vyear-to-date average, while the
unemployment rate is expected to hold at 4.3%. With trend job growth now
near the BLS survey’s margin of error, monthly payroll prints are likely to
remain volatile, and occasional negative readings would not necessarily
signal a sudden deterioration.
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It’s a difficult labor market for
younger workers

Although the US job market has softened over the
past few years it is still holding up in 2026. Job
growth has averaged 76,000 per month this year
through April, according to an employer survey from
the Bureau of Labor Statistics. This is up from
monthly job growth of just 10,000 last year, in part
because of federal government job cuts, but below
monthly gains of better than 200,000 in 2023 and
above 100,000 in 2024. The unemployment rate was
4.3% in March and April. This is higher than it was in
2022, 2023, and 2024, but below the 4.5% rate in late
2025 and is low on a long-term basis.

But the job market is not as good for younger
workers. The unemployment rate for people ages 16
to 24 fell to around 7% in mid-2023, the lowest it has
been since just after World War Il. But the youth
unemployment rate has risen as job growth has
slowed over the past few years and was 9.5% in
April. This is down from above 10% in late 2025 but
far above the national rate.

The youth unemployment rate is always above the
overdll rate. Many younger people start looking for
a job as they graduate from high school or college
and are more likely to be unemployed as they move
between jobs. It also takes younger people longer to
find a job with their lack of experience.

Figure 1: Unemployment rate (%), by age group
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But the current labor market is particularly difficult
for younger people. “Prime age” workers, between

01 June 2026

the ages of 25 to 54, have strong ties to the job
market and always have an unemployment rate
below the national average. Their unemployment
rate has increased slightly over the past few years,
from around 3% in 2022 and 2023 to 3.7% in March
and April of 2026. Younger workers have
experienced a much larger increase in their
unemployment rate; for those ages 16 to 24 it has
gone up by more than 2 percentage points since
2023, to0 9.5% in April.

Figure 2: Difference in unemployment rate relative
to 2019 (percentage points)
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Figure 3: Recent college graduates face higher
unemployment and underemployment
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What’s behind the big increase in the
youth unemployment rate

What's behind the big increase in the youth
unemployment rate? It is now much more difficult
for young people to get a foot in the door than it was
back in 2022 and 2023 as businesses have cut back
sharply on their hiring over the past few years. But
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current layoffs are historically low, and the
unemployment rate for older workers has risen by
much less. This “low-hire, low-fire” labor market that
is receiving a lot of media attention is the big reason
why younger people are having a lot more difficulty
in finding a job.

Figure 4: JOLTS hiring and layoff rate (%), three-
month moving average
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The Job Openings and Labor Turnover Survey from
the BLS demonstrates this. Firms have been cautious
about layoffs after being caught short with too few
workers during the immediate recovery from the
pandemic. The private-sector layoff rate - layoffs
as a share of employment - is below the pre-
pandemic rate, and the number of people filing for
unemployment insurance remains extremely low.
Businesses are instead managing their labor needs
by cutting back on hiring. The JOLTS hiring rate has
plunged since 2022 and is now back to where it was
in 2010, at the very start of the job market recovery
from the Great Recession. With low hiring there is
more competition for jobs, leading to long and
frustrating job searches for new graduates.

Recent research suggests that the pullback in junior
hiring may reflect more than just slower overall labor
demand, although the exact driver is still being
debated. Brynjolfsson, Chandar, and Chen (2025),
using ADP payroll records, find that employment has
weakened notably for workers ages 22 to 25 in
occupations with high exposure to generative Al,
while older workers in similar occupations have
generally fared better. They also find that the
decline is more pronounced in occupations where Al
appears more likely to automate tasks than to
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augment workers. But Lambert and Schindler (2026)
argue that this evidence may be picking up the
effects of another post-pandemic shift: the
persistence of remote and hybrid work. Using data
on new hires and online job postings across the US,
UK, Canada, and Australia, they find that both Al
exposure and work-from-home exposure are
associated with weaker early-career hiring when
considered separately. When the two are
considered together, however, the remote-work
relationship remains much more robust, while the
estimated Al relationship weakens substantially.
Recent research from the Federal Reserve Bank of
New York (Emanuel, Harrington, and Pallais, 2026)
also finds support for remote work as a key
contributor to relatively higher youth
unemployment.

One plausible interpretation is that firms are less
willing to hire inexperienced workers when
supervision, mentoring, and informal learning are
harder to provide. Al may still be a headwind for
junior workers in some white-collar occupations, but
the broader issue may be that firms have become
less willing to invest in training entry-level workers in
a less in-person workplace.

Figure 5: Difference in unemployment rate for
college grads relative to 2019 levels (percentage

points), by job remotability
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Youth hiring unlikely to improve in
the near future

This picture is unlikely to change soon as hiring is set
to remain weak in the near term. Businesses wiill
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remain cautious in 2026 and into 2027 due to big
changes in the economy and elevated uncertainty.
Tariffs, increased use of artificial intelligence, and
the large increase in energy prices since the start of
the conflict with Iran will all be drags on near-term
hiring, even if layoffs remain low. Hiring should
gradually pick up over the next few years as the
economy slowly adjusts to these recent changes
and the baby boomers continue to retire. But it will
remain a frustrating job market for new graduates.

Hiring expected to have remained
robust in May, unemployment stable

PNC expects Friday’s employment report to show
that the U.S. economy added 85K jobs in May,
modestly above the year-to-date average of 76K.
Initial and continuing jobless claims remained low
through the survey week, pointing to continued
labor market stability. ADP data also suggest some
firming in hiring in May. We expect the
unemployment rate to hold at 4.3%.

Figure 6: Payroll job growth
300k

200k

100k

Ok ¢

-100k i [

-200k
'23 24 '25 '26
3M MA Monthly Change

Sources: BLS, PNC
Note: May '26 forecast reported

That said, job growth has become increasingly
volatile over the past year. The margin of error
around the BLS’s monthly payroll estimate is roughly
+100K jobs. With underlying trend job growth now
running below that threshold, the signal-to-noise
ratio has deteriorated, increasing the likelihood of
occasional negative prints. This dynamic has
already been evident, with five of the past twelve
reports showing job losses.
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Figure 7: Unemployment rate (%)
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Data Preview

Outside of the jobs report on Friday, the economic
calendar is anchored by a full slate of activity and
labor market indicators that will help contextualize
May’s growth momentum. ISM manufacturing
kicked off the week on a strong note, signaling
continued resilience on the industrial side. Attention
now shifts to ISM services on Wednesday, which will
provide a read on the much larger services sector.
Labor market dynamics will be further informed by
JOLTS on Tuesday, ADP employment on
Wednesday, and weekly initial jobless claims on
Thursday, all of which will help shape expectations
heading into the official payrolls release.

Beyond the major releases, the week includes
several second-tier but still informative data points,
including factory orders, productivity, and the Fed’s
Beige Book, which offers qualitative insight into
economic conditions across districts. Taken
together, the data flow should help clarify whether
activity is stabilizing after a softer start to the year,
particularly across the labor market and services
sector, or whether growth continues to moderate
into the summer.
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Additional charts and tables

Table 1: Data release calendar

Release | Date Time Period PNC Consensus Last actual

Key Releases

ISM Manufacturing Mon 6/1 10:00 am May 53.1 53.0 54.0*
Construction Spending M/M Mon 6/1 10:00 am Apr -- 0.2% 0.4%*
JOLTS Job Openings Tue 6/2 10:00 am Apr -- 6865k 6866k
MBA Mortgage Applications Wed 6/3 7:00 am Fri 5/29 -- -- -8.5%
ADP Employment Change Wed 6/3 8:15am May 105k 120k 109k
Factory Orders Wed 6/3 10:00 am Apr 4.2% 4.5% 1.5%
ISM Services Index Wed 6/3 10:00 am May 53.8 53.8 53.6
Fed Releases Beige Book Wed 6/3 2:00 pm -- -- --
Challenger Job Cuts Y/Y Thu 6/4 5:30 am May -- -- -0.2
Challenger Job Cuts Total Thu 6/4 5:30 am May -- -- 83387
Nonfarm Productivity Thu 6/4 8:30 am 1QF 0.8% 0.5% 0.8%
Initial Jobless Claims Thu 6/4 8:30 am Sat 5/30 218k 213k 215k
Continuing Claims Thu 6/4 8:30 am Sat 5/23 -- 1780k 1786k
Change in Nonfarm Payrolls Fri 6/5 8:30 am May 85k 85k 15k
Unemployment Rate Fri 6/5 8:30 am May 4.3% 4.3% 4.3%
Consumer Credit Fri 6/5 3:00 pm Apr $15.000b $17.750b $24.855b

Source: Bloomberg, PNC
*Released prior to publication

ADP Employment Change
. Private sector employment is projected to expand at a modest pace again in May.

Factory Orders
° Factory orders are forecast to accelerate sharply in May amid robust growth in durable goods orders.

ISM Services Index
° Service sector activity is expected to accelerate slightly in May.

Nonfarm Productivity
. Q1 nonfarm productivity is forecast to remain unchanged from the initial estimate.

Initial Jobless Claims
. Initial jobless claims are projected to increase slightly but remain at a low level.

Change in Nonfarm Payrolls
° Nonfarm payrolls are expected to increase modestly in May.
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Unemployment Rate
° The unemployment rate is forecast to remain unchanged at a historically low level in May.

Consumer Credit
. Consumer credit is projected to expand at a moderate pace in April amid continued strength in consumer spending.
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Disclosures

The material presented and the views expressed herein are of a general nature and does not constitute the provision of
investment or economic advice to any person, or a recommendation of any particular securities, financial instruments,
strategies or banking services. Opinions and forecasts expressed herein are subject to change without notice. Relevant
information was obtained from sources deemed reliable. Such information is not guaranteed as to its accuracy. You should
seek the advice of an investment professional to tailor a financial plan to your needs. To the extent that these materials
reference PNC data, such materials are not intended to be reflective or indicative of, and should not be relied upon as, the
results of operations, financial condition or performance of PNC.

Forward-looking statements are necessarily subject to numerous assumptions, risks and uncertainties, which change over
time. Future events or circumstances may change our outlook and may also affect the nature of the assumptions, risks and
uncertainties to which our forward-looking statements are subject. Forward-looking statements speak only as of the date
made. We do not assume any duty and do not undertake any obligation to update forward-looking statements. Actual
results or future events could differ, possibly materially, from those anticipated in forward-looking statements, as well as
from historical performance. As a result, we caution against placing undue reliance on any forward-looking statements.

“PNC” is a registered mark of The PNC Financial Services Group, Inc.

© 2026 The PNC Financial Services Group, Inc. All rights reserved.
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