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US hiring surge higher in December  
 

  

  

 

• US adds 312,000 jobs in December 

• Wages climb 0.4% mom and 3.2% yoy  

• Unemployment rate rose to 3.9% 

• Employment report indicates recession is not going to happen anytime soon 

For all the current market doom and gloom over the US’s prospects, there are some 

positives, such as the red-hot jobs market. 

US non-farm payroll (NFP) posted an overall impressively strong set of data. The US 

gained 312,000 new jobs in December, capping off the biggest increase in hiring in 

three years and showed that second longest economic expansion in US history still 

has plenty of staying power despite growing worries about a slowdown. It’s also the 

highest level since February 2018. The change in total nonfarm payroll employment 

for November was revised up from 155,000 to 176,000, and the change for October 

was revised up from 237,000 to 274,000. With these revisions, employment gains in 

October and November combined were 58,000 more than previously reported. 

Indeed, the US added an average of 254,000 jobs a month in 4Q18, the biggest 

increase since 2016. 

The increase in jobs was widespread at the end of the year. Health-care providers 

hired 50,000 people, professional firms filled 43,000 positions, manufacturers added 

32,000 jobs, construction firms beefed up payrolls by 32,000 and restaurants 

employed 41,000 additional workers. 

Unemployment rate rose to 3.9% and the number of unemployed persons increased 

by 276,000 to 6.3m. A year earlier, the jobless rate was 4.1%, and the number of 

unemployed persons was 6.6m. The labor force participation rate was at 63.1% in 

December, and the employment-population ratio was 60.6% for the third consecutive 

month. Both measures were up by 0.4 percentage point over the year. Average hourly 

earnings rose 0.4% mom, above expectation of 0.3% mom. As a result, the increase in 

pay in the past 12 months rose to 3.2% from 3.1%, matching a post-recession high set 

earlier in the year. 

   Chart 1: US Non-Farm Payrolls (‘000) 

 
Source: Bloomberg, BIMB Securities 
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The uptick in the unemployment rate to 3.9% resulted from a labor force rising participation 

from 62.9% to 63.1%. Such dynamics suggest that even amid the tightest labor market in 

decades, the US economy is still able to pull workers off the side line and into the job mix.  

 

   Chart 2: US unemployment (%) 

 
Source: Bloomberg, BIMB Securities 

The closely watched measure of wage growth – average hourly earnings – rose 0.4% on the 

month. On a year-on-year basis, wages were up 3.2% in December, marking the third straight 

month of above 3% growth. 

   Chart 3: US average hourly earnings (%) 

 
Source: Bloomberg, BIMB Securities 
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Employment report indicates recession is not going to happen anytime soon 

With the books closed on the 2018 jobs numbers, all in it was a pretty good year. Average 

monthly job creation was 201,000 jobs, higher than 2017. Nonfarm employment surged by 

312,000 in December and data for the prior two months were revised up by 58,000 jobs. 

Strength was broad-based, which lends credence to the headline number. The report capped 

the best year of job growth since 2015 and underscores the fact that the economy headed 

into 2019 with continued strength in the labor market 

Employment gains in December suggest that the possibility of companies reduce hiring or 

even lay off more workers are unlikely anytime soon. In fact companies are still hiring 

because of strong demand for their goods and services in the US. As long as most working-

age Americans have a job and the unemployment rate clings near a 49-year low, there is little 

chance demand would taper off so sharply that the broader economy is stunted. 

The Fed could do its part with a wait-and-see approach to raising interest rates. Although 

wages are rising at the fastest pace in a decade, inflation more broadly has eased in the past 

few months because of falling oil prices and a slower world economy. An upcoming report 

on inflation at the end of 2018 is expected to show price pressures may have peaked for now. 

The consumer price index is forecast to fall slightly in December, potentially slicing the rate 

of increase over the past 12 months below 2%. The yearly rate has fallen from a six-year high 

of 2.9% last summer. 

The job market is one area of the economy the Federal Reserve is not worried about. As 

outlined in our recent forecast we expect the pace of growth in the US economy to slow over 

the course of 2019, but to remain above the economy’s trend pace. That will help keep 

inflation near 2%, and is consistent with two more 25 basis point rate hikes – a far more 

gradual pace than the four hikes over the course of 2018. 

Meanwhile, President Trump and Congress are at a stalemate over discretionary funding for 

25% of the Federal government, and a border wall with Mexico. The standoff meant a not-

so-happy start to the New Year for over 800,000 federal employees who had to work without 

pay. 

Set to enter its third week, the shutdown is expected to negatively impact consumer 

spending and business activity. Assuming it ends soon, it is projected to lower first quarter 

GDP growth by 0.1 percentage points. Once resolved, federal employees will receive back 

pay, and this should boost economic activity in the second quarter. The question that 

remains is how long it will last. The longest government shutdown was for 21 days in 1995, 

but workers and businesses who depend on their spending, are hopeful that such a scenario 

will not be repeated. 

All in all, government showdowns aside, consumers remain on firm footing, supported by 

the most favorable labor market in decades. The latest all around strong jobs report confirms 

that the economy ended 2018 on a strong note and came as a timely reminder that 

fundamentals remain solid. The economy is still on sound footing despite signs of softening 

in areas such as housing and manufacturing. As long as most Americans are working, a 

recession is unlikely in 2019. 
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DEFINITION OF RATINGS 

BIMB Securities uses the following rating system:  

   

STOCK RECOMMENDATION 

BUY   Total return (price appreciation plus dividend yield) is expected to exceed 10% in the next 12 months. 

TRADING BUY  Share price may exceed 15% over the next 3 months, however longer-term outlook remains uncertain. 

HOLD   Share price may fall within the range of +/- 10% over the next 12 months 

TAKE PROFIT  Target price has been attained. Fundamentals remain intact. Look to accumulate at lower levels. 

TRADING SELL  Share price may fall by more than 15% in the next 3 months. 

SELL   Share price may fall by more than 10% over the next 12 months. 

NOT RATED  Stock is not within regular research coverage. 

 

SECTOR RECOMMENDATION 

OVERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to outperform the relevant primary market index 

over the next 12 months 

NEUTRAL The Industry as defined by the analyst’s coverage universe, is expected to perform in line with the relevant primary market 

index over the next 12 months 

UNDERWEIGHT The Industry as defined by the analyst’s coverage universe, is expected to underperform the relevant primary market index 

over the next 12 months 

 

Applicability of ratings 

The respective analyst maintains a coverage universe of stocks, the list of which may be adjusted according to needs. Investment ratings are 

only applicable to the stocks which form part of the coverage universe. Reports on companies which are not part of the coverage do not carry 

investment ratings as we do not actively follow developments in these companies. 

 

Disclaimer       

The investments discussed or recommended in this report may not be suitable for all investors. This report has been prepared for information 

purposes only and is not an offer to sell or a solicitation to buy any securities. The directors and employees of BIMB Securities Sdn Bhd may 

from time to time have a position in or either the securities mentioned herein. Members of the BIMB Group and their affiliates may provide 

services to any company and affiliates of such companies whose securities are mentioned herein. The information herein was obtained or 

derived from sources that we believe are reliable, but while all reasonable care has been taken to ensure that stated facts are accurate and 

opinions fair and reasonable, we do not represent that it is accurate or complete and it should not be relied upon as such. No liability can be 

accepted for any loss that may arise from the use of this report. All opinions and estimates included in this report constitute our judgements 

as of this date and are subject to change without notice. BIMB Securities Sdn Bhd accepts no liability for any direct, indirect or consequential 

loss arising from use of this report. 
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