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Strong Job Growth in April,

Unemployment Rate Steady

Headlines Gus Faucher
augustine.faucher@pnc.com
= The US economy added 115,000 jobs in April, above expectations. Job
growth has picked up from 2025. PNC Egonomics
economics@pnc.com

= The unemployment rate held steady at 4.3%.
*  Wage growth was good in April, although high inflation is a concern.

= The US labor market is stabilizing but is not as good as it was a couple
of years ago.

* The April jobs report supports PNC’s forecast for no change in the fed
funds rate this year.

Details
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The unemployment rate, which comes from a
different survey of households, held steady at 4.3%.
After reaching a more than 50-year low of 3.4% in
mid-2023, the unemployment rate moved gradually
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higher over the next two years. It has been between
4.3% and 4.5% since mid-2025. This is low on an
historical basis, but there is definitely more slack in
the job market than there was a couple of years
ago.

Figure 2: Unemployment Rate (%)
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The number of people employed in the household
survey fell by 226,000 in April from March; that
number is down by 661,000 over the past year. The
household survey tends to be more volatile than the
employer survey. The unemployment rate held
steady in April despite the loss of jobs in the
household survey because the labor force—the
number of people working or looking for work—fell
by 92,000 from March. The labor force participation
rate, the share of adults working or looking for work,
fell to 61.8% in April from 61.9% in March; the
participation rate was above 63% before the
pandemic and peaked at 62.8% post-pandemic in
late 2023. The participation rate is falling because of
the ongoing retirements of the baby boomers and,
more recently, restrictions on immigration and
increased deportations. Outside of the pandemic,
the participation rate has not been below 62% for
two consecutive months since 1977, when the baby
boomers and women were entering the labor force
in large numbers.

Goods-producing industries added 10,000 jobs in
April, with an increase of 9,000 in construction and
a loss of 2,000 manufacturing jobs. Manufacturing
employment had increased in each of the first three
months of 2026, the first time it had risen in three
consecutive months since late 2023/early 2024. But
manufacturing employment is down by more than
300,000 from its post-pandemic peak in early 2023.
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Private services-providing industries added 113,000
jobs in April. Once again education/health services
led the way, with an increase of 46,000, including a
gain of 54,000 in health care/social assistance.
Transportation/warehousing added 30,000 jobs
over the month, with gains of 22,000 in retail trade,
14,000 in leisure/hospitality services, and 7,000 in
professional/business services. There were job
losses of 13,000 in information and 11,000 in financial
activities.

Federal government employment fell by 9,000 in
April and is down by 350,000 since early 2025 as the
Trump administration has been reducing the size of
the federal workforce. State government
employment increased by 1,000 in April, with local
government employment flat.

The breadth of job growth, which was a concern in
2025, is broadening. The diffusion index, which
measures the breadth of job growth across
industries, fell to 53.8 in April from 56.8 in March, but
remained above the 50 level that indicates more
industries added jobs over the month than lost jobs.
The index was below 50 in nine months last year, but
has been above 50 in three of the four months this
year. In 2025 private-sector employment excluding
health care declined, but so far this year private
industries outside of health care have added
194,000 jobs, with health care employment up by
151,000.

Average hourly earnings rose 0.2% over the month,
and were up 3.6% from a year earlier. The average
workweek rose to 34.3 hours in April from 34.2 hours
in March. With more jobs, higher wages, and a
longer workweek, total labor market income
increased by 0.6% in April from March. Higher
gasoline prices are eroding consumers’ purchasing
power, and adjusted for inflation wage growth over
the past year has been about flat. But with more
jobs, consumer spending should continue to
increase gradually in the near term, despite the
drag from gas prices.

The April jobs report was solid. Job growth came in
better than expected and has picked up from 2025,
even after taking out the drag from federal
government layoffs last year. The breadth of job
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growth is also better than in 2025. Wages are
continuing to rise, although higher gas prices are
eating into the gains. After rising from 2023 to 2025,
the unemployment rate has stabilized at a low level,
although that is in part due to a contracting labor
force. The labor market is holding up even if it is not
as strong as it was a few years ago. One concern is
the increasing disconnect between the
employment measures in the survey of firms
compared to the survey of households. The
establishment (firm) survey is showing modest job
growth, while the household survey is showing
modest job losses. The two surveys have
methodological differences and measure different
things, but it could be that the household survey is
capturing some underlying weakness that the
establishment survey is missing.

Still, businesses seem to have shrugged off the
conflict with Iran and high energy prices and are
continuing to hire. There were job gains in April in the
two industries most tied to consumer spending:
retail trade and leisure/hospitality services,
suggesting that household demand is holding up
despite consumer sentiment that was at a record
low in April.

PNC expects weak but positive job growth to
continue in the near term; weak labor force growth
due to retiring baby boomers and fewer immigrants
will constrain job gains. The unemployment rate will
remain around 4.5% through the rest of the year. One
concern is the divergence between the
establishment and household surveys in recent
months; it could be that the headline payroll
numbers are overstating job growth in the economy,
and that the household survey is picking up some
weakness.

With the good April jobs report, the Federal Open
Market Committee will keep the fed funds rate in its
current range of 3.50% to 3.75% in the near term. The
Fed has a dual mandate of maximum employment
and stable prices, which the central bank has
defined as inflation of 2%. The labor market is right
around maximum employment now, and with
slightly better job growth this year the FOMC will not
see the need to cut rates to support the labor
market. Instead, the focus will be on bringing
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inflation back down to the 2% objective. Inflation
has been above the target since 2021, and after a
slowing in 2023 and 2024 picked back up slightly in
2025. Inflation is moving further above 2% now with
higher energy prices. The FOMC will keep the fed
funds rate where it is until inflation starts to ease
again. The fed funds futures market is pricing in a
74% probability of no change in the fed funds rate
through the end of 2026, with a 10% probability of
rate cuts and a 16% probability of rate hikes.

The S&P 500 opened 0.5% higher after the release of
the jobs report. The 10-year Treasury yield is down a
few basis points to 4.37%, while the 3-month T-bill
yield is little changed at 3.69%. The dollar is slightly
weaker against a basket of currencies. The price of
a barrel of West Texas Intermediate crude oil is up
about 1% on the day to around $96.
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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.

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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