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U.S. employment increased by just 75,000 in May, well below the consensus expectation of 180,000. This
was the weakest month for job growth since a gain of 56,000 in February. April job growth was revised
substantially lower, to 224,000 from 263,000, while March job growth was also revised down to 153,000,
from 189,000. The combined downward revision was large 75,000. Employment in the private sector rose
by 90,000 in May, while government employment fell by 15,000. Job growth has averaged 165,000 per
month so far in 2019, down from better than 220,000 per month last year.
The unemployment rate held steady at 3.6 percent, its lowest level since 1969. Employment in the
household survey (different from the survey of employers) rose by 113,000, while the number of people in
the labor force rose by 168,000. The labor force participation rate held steady at 62.8 percent in May.
Average hourly earnings rose 0.2 percent over the month, in line with the recent trend, and were up 3.1
percent from one year earlier, a slight slowing from April. The tight labor market is forcing businesses to
raise pay to remain competitive.
The softness in job growth was due primarily to slower growth in most industries, and not job losses in
some industries, suggesting that the weakness could be due to uncertainty in the economy. Privateservice providing industries added 82,000 jobs over the month. There were job losses in retail trade; that
industry has been losing jobs for a couple of years with the increasing prevalence of online sales. Goodproducing industries added 8,000 jobs in May, with small gains in both construction and retail.
The May jobs report was disappointing, with much weaker job growth than expected. This could simply be
one month of softness, and job growth could bounce back, as it did after a disappointing February. Or it
could be that uncertainty, particularly over the trade outlook, has caused businesses to turn more
cautious. The tight labor market and an inability to find workers may also be weighing on job growth.
Assuming that the trade situation does not deteriorate further, job growth should stay near its current pace
of around 160,000 per month through the rest of this year, with the unemployment rate ending 2019 at
around 3.5 percent. However, economic growth risks are weighted to the downside. A trade war is the
biggest risk, as disputes between the U.S. and its major trading partners could lead to reduced exports,
greater business cautiousness, disrupted supply lines, and higher prices for consumers.
The Federal Open Market Committee is likely to maintain the fed funds rate in its current range of 2.25 to
2.50 percent when it meets on June 18-19. However, if June job numbers are also soft, the FOMC could
start to cut rates later this year.

ACTION ECONOMICS SURVEY
Fed Funds Rate Target Range MidPoint
(after the FOMC meeting on 6/19/19)
Range:
2.25 to 2.50 percent
Median: 2.38 percent

Last
Actual
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At their upcoming June 18-19 meeting, we
expect the Federal Open Market Committee
will keep the fed funds rate in its current 2.25
to 2.50 percent target range. Once again they
will likely cite global economic and financial
developments and muted inflation pressures
as reasons to remain “patient” in making
changes to the fed funds rate. Fed funds
futures are pricing in a 94 percent chance of at
least one 25 bps rate cut by September 2019.

ACTION ECONOMICS SURVEY
May PPI (6/11, Tuesday)
Range: 0.0 to 0.4 percent
Median: 0.2 percent

Last
Actual

Up 0.2 percent.
0.2%
(Apr)

Up 0.2 percent.

May PPI (ex-food & energy)
(6/11, Tuesday)
Range: 0.1 to 0.3 percent
Median: 0.2 percent

0.4%
(Apr)

May CPI (6/12, Wednesday)
Range:
0.1 to 0.2 percent
Median:
0.1 percent

0.3%
(Apr)

May CPI (ex-food & energy)
(6/12, Wednesday)
Range:
0.1 to 0.2 percent
Median:
0.2 percent

0.1%
(Apr)

May Export Price Index
(6/13, Thursday)
Range: -1.0 to 0.4 percent
Median: -0.1 percent

0.2%
(Apr)

May Import Price Index
(6/13, Thursday)
Range: -1.0 to 0.2 percent
Median: -0.3 percent

0.2%
(Apr)

May Retail Sales (6/14, Friday)
Range:
0.3 to 2.0 percent
Median:
0.6 percent

-0.2%
(Apr)

May Retail Sales (ex-auto)
(6/14, Friday)
Range:
0.1 to 1.2 percent
Median:
0.4 percent

0.1%
(Apr)

May Industrial Production
(6/14, Friday)
Range:
-0.8 to 0.5 percent
Median:
0.2 percent
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Up 0.2 percent. Gasoline prices rose
slightly but are falling in June.

Up 0.2 percent.

Up 0.2 percent.

Up 0.1 percent.

Up 0.7 percent.

Up 0.4 percent. Control sales (excluding
vehicle, building materials, and gasoline
and restaurant sales) up 0.4 percent.

Up 0.2 percent.
-0.5%
(Apr)
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Last
Actual

Up to 78 percent.

May Capacity Utilization
(6/14, Friday)
Range:
77.5 to 78.2 percent
Median:
78.0 percent

77.9%
(Apr)

Apr Business Inventories
(6/14, Friday)
Range:
-0.1 to 0.6 percent
Median:
0.3 percent

0.0%
(Mar)

June U Mich Consumer Sentiment
(prelim) (6/14, Friday)
Range:
97.0 to 101.0
Median:
98.0

100.0
(May)

May Housing Starts (6/18, Tuesday)
Range:
1.235 to 1.277 million
Median:
1.240 million

May Leading Indicators
(6/20, Thursday)
Range:
0.0 to 0.2 percent
Median: 0.2 percent
May Existing Home Sales
(6/21, Friday)
Range:
5.200 to 5.350 million
Median: 5.245 million
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Up 0.5 percent. Sales down 0.3 percent.

Down slightly to 99.

1.235M
(Apr)

Down slightly to 1.22 million. Building
permits up to 1.31 million.

Unchanged.
0.2%
(Apr)

Up to 5.35 million.
5.190M
(Apr)
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