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SUMMARY 

• A benign moderation in the labour market remains our base case. The recent 
increase in the unemployment rate, from a local trough of 3.4% in April 2023, to 
4.2% in August 2024, was more supply than demand driven. The initial increase 
last year was due to a normalization in layoffs from extreme lows, and a fall in 
labour demand from extreme highs. The more recent increase came from workers 
entering the labour force and not finding jobs right away, itself reflecting weaker 
hiring rather than layoffs. Thus the unemployment rise through August appears 
different from the usual cyclical turning point a triggering of the Sahm rule would 
otherwise indicate. 

• But with inflation concerns receding and the labor market having rebalanced, the 
Fed’s current stance of monetary policy is too restrictive. A situation where labor 
demand is too weak to absorb the temporarily elevated growth in labor supply is 
a slow-moving issue that the Fed can likely deal with by easing policy.  

• We do not see signs of a sharp rise in layoffs, or a deterioration in hiring that 
would call for an aggressive policy response. Barring a significant financial shock, 
we are sticking with our view of a policy normalization cycle starting with 25bps 
rate cuts in September, November, and December this year.  

• However, risks of more front-loaded easing, meaning cuts in bigger increments 
and a faster return to neutral, are rising. If evidence of weaker labor demand, or 
increases in layoffs emerge, FOMC would react forcefully.  

• The current environment of low hiring and low firing could be a fragile 
equilibrium because, first, it makes the labour market more vulnerable to shocks 
and, second, even if labour demand remains robust, the volatility and noise in 
monthly jobs growth will inevitably cause payrolls to print noticeably lower at 
times. A major concern is whether weak hiring will lead to labour cost cutting 
and widespread layoffs, triggering a negative feedback loop between job losses 
and reduced spending that would be hard for policymakers to counteract. 
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• Fed funds futures are now pricing in around 32bps of rate cuts for September, but 
about 40bps for November and December each, reflecting the market’s view that 
the probability for the Fed to switch to larger cuts later on is high. Growth scare 
could persist for a while.   

LOW HIRING AND LOW FIRING COULD BE A FRAGILE EQUILIBRIUM  

Whether the US labor market cooling is a step towards the elusive soft landing, or a 
step towards recession is key to determining the kind of easing cycle we’ll get in the 
coming months. A soft landing would lead to policy normalization, with rates being 
lowered gradually to neutral, where as a recession or the need to rescue the labour 
market would see policy rates lowered in bigger increments and quickly to neutral 
or even below.  

A month ago, after the July employment report, we argued that the data didn’t war-
rant a 50bps rate cut from the Fed in September, or an inter-meeting cut before-
hand, but macro risks were building to the downside. The August employment re-
port last Friday didn’t exactly settle the debate. Payrolls rebounded and unemploy-
ment edged lower, but hiring is clearly slowing. 

The US labour market has rebalanced – supply has caught up with demand thanks 
to elevated immigration and higher participation from the prime-age work force, 
while labour demand has slowed as job openings declined meaningfully.  

From a “glass half-full” perspective, this is a solid labour market with conditions re-
sembling those in 2018. From a “glass half-empty” view, however, the trend is not 
your friend and the labour market has lost quite some momentum.  

Chart 1: Labour demand and supply - level vs. momentum 

 
Source: Pictet Wealth Management, BLS, as of Sept 2024 

Viewed through the framework of the Beveridge curve, which has been a more help-
ful guide this cycle than other models such as the Philips curve, the labour market is 
at an inflection point. The Beveridge curve normalized initially via lower job open-
ings, but unemployment has also started to move up. Fed Governor Waller was 
prescient in predicting that the labour market can rebalance through lower job va-
cancies, with a relatively small increase in the unemployment rate. But Waller also 

https://www.bis.org/review/r240117b.htm
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pointed out that if the vacancy rate continued to fall below 4.5% (it stands at 4.6% 
today), there could be a significant increase in the unemployment rate. 

Chart 2: Beveridge curve – job openings vs. unemployment   

 
Source: Pictet Wealth Management, BLS, as of Sept 2024 

So far, the cooling in the labour market should be viewed as softening but not dete-
rioration. Payroll income growth, the main source of disposable income for house-
holds, has slowed to the middle of its pre-covid range, supporting slower, but still 
positive consumer spending.  

Household balance sheets remain reasonably healthy in aggregate with high net 
worth from financial and real estate assets accumulation, manageable leverage, and 
rising but not surging interest costs.  

However, low-income households’ finances are becoming stretched and they are 
clearly struggling – excess savings have been depleted, delinquency rates are rising, 
and interest burdens remain elevated due to a higher share of credit/auto debt vs. 
mortgages. This increases the vulnerability of the labour market to an unexpected 
adverse shock.  

The labour market is not in recession, but it is in a fragile equilibrium with low hir-
ing and low firing. Setting aside the drivers of the unemployment rate, the increase 
in the unemployment rate in itself reflects a demand-supply mismatch. The big 
question is whether weak hiring will precede labour cost cuttings and lead to wide-
spread layoffs, tipping the labour market over.  

Our view of a benign moderation in the labour market hinges on a mild slowdown 
in job gains and no significant pickup in layoffs, leading to only a small increase in 
the unemployment rate. Below we look in detail at recent labour market dynamics, 
and risks to our outlook.  

HIRING HAS CLEARLY SLOWED  

The slowdown in hiring is evident across employment data, surveys, and business 
reports. Nonfarm payrolls have slowed from 242k to 116k on a three-month basis 
since the beginning of the year (chart 3). Household survey employment is more vol-
atile but has been running weaker than payrolls for most of the past year. Revisions 
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to payrolls have been broadly negative, and job gains remain concentrated in a few 
industries (chart 4). The BLS’s preliminary estimate of benchmark revisions to NFP 
imply the level of payroll employment is 68k per month less from April 2023 to 
March 2024 than originally estimated, although these revisions likely overestimated 
the degree of weakness given under reporting of immigration and the likelihood of 
upward revisions in the final release.  

The current level of job growth is below reasonable estimates of the breakeven rate 
for the labour market, which had increased due to the expanding labour supply 
(chart 5). But as labour supply growth slows, the breakeven rate is estimated to de-
cline, meaning a slowdown in payrolls wont’ necessarily translate into a further in-
crease in the unemployment rate.   

The post-pandemic labour market has gone from the Great Resignation to the Great 
Stay, and now things are not so simple any more - the job openings rate has 
dropped back down to pre-pandemic levels and those who lose their jobs are find-
ing it increasingly difficult to secure new ones (chart 6). 

Chart 3: NFP and HH Survey employment, 3mavg  

 
Source: Pictet Wealth Management, BLS, as of Sept 2024 

 Chart 4: Nonfarm payrolls diffusion index* 

 
Source: Pictet Wealth Management, BLS, as of Sept 2024. 
*50 percent indicates an equal balance between industries 
with increasing and decreasing employment 

https://www.frbsf.org/research-and-insights/publications/economic-letter/2024/07/breakeven-employment-growth/
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Chart 5: Short-run monthly breakeven employment 
growth* 

 
Source: Pictet Wealth Management, BLS, SF Fed, as of July 
2024. * A pace of job creation that absorbs new entrants to 
the workforce and keeps the unemployment rate constant 

 Chart 6: Job openings to unemployment ratio, and 
labour market differential* 

 
Source: Pictet Wealth Management, BLS, as of Sept 2024. 
*the labour market differential is households’ perceptions of 
how hard it is to find a job 

LAYOFFS REMAIN LOW; UNEMPLOYMENT RISK SKEWED TO THE UPSIDE 

The recent increase in the unemployment rate, from a local trough of 3.4% in April 
2023, to 4.2% in August, was more supply than demand driven. The initial increase 
last year was due to a normalization in layoffs from extreme lows, and a fall in la-
bour demand from extreme highs (chart 7). The more recent increase is from work-
ers entering the labour force and not finding jobs right away, itself reflecting weaker 
hiring rather than layoffs. Besides a boost from immigration, the prime-age labour 
force participation rate is close to its historic high and the employment-population 
ratio stayed at the highest level since the early 2000s. In fact, permanent job losers 
have declined as a share of unemployed since the beginning of the year. Thus the 
unemployment rise through August appears different form a usual cyclical turning 
point as a breach of the Sahm rule would otherwise indicate.  

There has been a small increase in layoffs off of extreme lows over the past couple of 
months, but these do not appear substantial. Anecdotes from the Fed’s Beige Book, 
surveys of firms, earnings reports indicate outright employment reductions are also 
generally low. Initial jobless claims, the JOLTS layoffs rate, and the magnitude of 
layoffs implied by state-mandated WARN notices also remain low1. 

 
1 Although WARN laws will not apply for small businesses and in some states may not apply for layoffs that are initially intended 
to be temporary but later become permanent 

https://www.frbsf.org/research-and-insights/publications/economic-letter/2024/07/breakeven-employment-growth/
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Chart 7: Rise in the unemployment rate by reason, 
2024 vs. 2023 

 
Source: Pictet Wealth Management, BLS, as of Sept 2024 

 Chart 8: Prime-age labour force participation and 
employment ratios  

 
Source: Pictet Wealth Management, BLS, as of Sept 2024 

 

Chart 9: Initial jobless claims, not seasonally ad-
justed  

 
Source: Pictet Wealth Management, DoL, as of Sept 2024 

 Chart 10: Layoffs are higher from troughs but re-
main low 

 
Source: Pictet Wealth Management, BLS, as of Sept 2024 
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DISCLAIMERS 
Distributors: Banque Pictet & 
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and Bank Pictet & Cie (Eu-
rope) AG, Neue Mainzer Str. 1 
60311 Frankfurt am Main Ger-
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thorised and regulated by the 
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nanzdienstleistungsaufsicht, 
the German Federal Financial 
Supervisory Authority (Bafin). 
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use would violate current laws 
and regulations. 
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analysis furnished in this doc-
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mation purposes only. They 
do not amount to any type of 
recommendation, either gen-
eral or tailored to the personal 
circumstances of any person. 
Unless specifically stated oth-
erwise, all price information is 
indicative only. No entity of 
the Pictet Group may be held 
liable for them, nor do they 
constitute an offer or an invi-
tation to buy, sell or subscribe 
to securities or other financial 
instruments. The information 
contained herein is the result 
neither of financial analysis 
within the meaning of the 
Swiss Bankers Association’s 
Directives on the Independ-
ence of Financial Research, 
nor of investment research for 
the purposes of the relevant 
EU MiFID provisions. All infor-
mation and opinions ex-
pressed in this document were 
obtained from sources be-
lieved to be reliable and in 
good faith, but no representa-
tion or warranty, express or 
implied, is made as to its accu-
racy or completeness.  

Except for any obligations that 
any entity of the Pictet Group 
might have towards the ad-
dressee, the addressee should 
consider the suitability of the 
transaction to individual ob-
jectives and independently as-
sess, with a professional advi-
sor, the specific financial risks 
as well as legal, regulatory, 
credit, tax and accounting 
consequences. 
Furthermore, the information, 
opinions and estimates in this 
document reflect an evalua-
tion as of the date of initial 
publication and may be 
changed without notice. The 
Pictet Group is not under any 
obligation to update or keep 
current the information con-
tained herein. In case this doc-
ument refers to the value and 
income of one or more securi-
ties or financial instruments, it 
is based on rates from the cus-
tomary sources of financial in-
formation that may fluctuate. 
The market value of financial 
instruments may vary on the 
basis of economic, financial or 
political changes, currency 
fluctuations, the remaining 
term, market conditions, the 
volatility and solvency of the 
issuer or the benchmark is-
suer. Some investments may 
not be readily realizable since 
the market in the securities 
can be illiquid. Moreover, ex-
change rates may have a posi-
tive or negative effect on the 
value, the price or the income 
of the securities or the related 
investments mentioned in this 
document. When investing in 
emerging countries, please 
note that the political and 
economic situation in those 
countries is significantly less 
stable than in industrialized 
countries. They are much 
more exposed to the risks of 
rapid political change and 
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Past performance must not be 
considered an indicator or 
guarantee of future perfor-
mance, and the addressees of 
this document are fully re-
sponsible for any investments 
they make. No express or im-
plied warranty is given as to 
future performance. Moreo-
ver, forecasts are not a reliable 
indicator of future perfor-
mance. The content of this 
document can only be read 
and/or used by its addressee. 
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for the use, transmission or 

exploitation of the content of 
this document. Therefore, any 
form of reproduction, copying, 
disclosure, modification 
and/or publication of the con-
tent is under the sole liability 
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ment, and no liability whatso-
ever will be incurred by the 
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of this document agrees to 
comply with the applicable 
laws and regulations in the ju-
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and its content may be cited 
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dicated. All rights reserved. 
Copyright 2024. 
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cation distributed by Pictet 
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of any individual or company 
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and guidance (the “FCA Hand-
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constitute an offer, or an invi-
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of any type of agreement. Fur-
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ceived all the necessary infor-
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suitability/appropriateness of 
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Any information contained in 
this document is disclosed for 
information purposes only, 
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given as to future perfor-
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come of the securities or the 
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tioned in this document. It is 
also expressly noted that fore-
casts are not a reliable indica-
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You shall only take investment 
decisions when you fully un-
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risks. In particular, the rele-
vant product documentation 
(such as the issuance pro-
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Packaged Retail and Insur-
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ucts (“KIDs”), please note that 
these may change without no-
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version of them prior to con-
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uct(s) and the KID/other prod-
uct document is provided by a 
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from sources believed to be 
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contained in the KID/other 
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made based on reliance on, or 
use of, the data contained in 
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to the relevant clauses of your 
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and Conditions of Pictet Lon-
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shall only be read and/or used 
by its addressee. Any form of 
reproduction, copying, disclo-
sure, modification and/or 
publication in any form or by 
any means whatsoever is not 
permitted without the prior 
written consent of Pictet Lon-
don Branch and no liability 
whatsoever will be incurred by 
Pictet London Branch. The ad-
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plicable laws and regulations 
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use the information provided 
in this document. 
Pictet London Branch is a 
branch of Bank Pictet & Cie 
(Europe) AG. Bank Pictet & 
Cie (Europe) AG is a credit in-
stitution incorporated in Ger-
many and registered with the 
Handelsregister, the German 
Commercial Register under 
the no. HRB 131080. Its head 
office is at Neue Mainzer Str. 
1, 60311 Frankfurt am Main, 
Germany. Bank Pictet & Cie 
(Europe) AG is authorised and 
regulated by the Bundesan-
stalt für Finanzdienstleistung-
saufsicht, the German Federal 
Financial Supervisory Author-
ity (BaFIN) 
Pictet London Branch is regis-
tered as a UK establishment 
with Companies House (es-
tablishment number 
BR016925) and its UK estab-
lishment office address is 
Stratton House, 6th Floor, 5 
Stratton Street, London W1J 
8LA. Authorised by the Pru-
dential Regulation Authority 
(PRA) and subject to regula-
tion by the Financial Conduct 
Authority (FCA) and limited 
regulation by the Prudential 
Regulation Authority. Details 
about the extent of our regula-
tion by the Prudential Regula-
tion Authority are available 
from us on request. 
 
Distributors: Bank Pictet & Cie 
(Asia) Ltd (“BPCAL”) in Singa-
pore and/or Banque Pictet & 
Cie SA, Hong Kong Branch 
(“Pictet HK Branch”) in Hong 
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The information, tools and 
material presented in this doc-
ument are provided for infor-
mation purposes only and are 
not to be used or considered 
as an offer, an invitation to of-
fer or solicitation to buy, sell 
or subscribe for any securities, 
commodities, derivatives, (in 
respect of Singapore only) fu-
tures, or other financial instru-
ments (collectively referred to 
as “Investments”) or to enter 
into any legal relations, nor as 
advice or recommendation 
with respect to any Invest-
ments. This document is in-
tended for general circulation 
and it is not directed at any 
particular person. This docu-
ment does not have regard to 
the specific investment objec-
tives, financial situation 
and/or the particular needs of 
any recipient of this docu-
ment. Investors should seek 
independent financial advice 
regarding the appropriateness 
of investing in any Invest-
ments or adopting any strate-
gies discussed in this docu-
ment, taking into account the 
specific investment objectives, 
financial situation or particu-
lar needs of the investor, be-
fore making a commitment to 
invest.   
BPCAL/Pictet HK Branch has 
not taken any steps to ensure 
that the Investments referred 
to in this document are suita-
ble for any particular investor, 
and accepts no fiduciary du-
ties to any investor in this re-
gard, except as required by 
applicable laws and regula-
tions. Furthermore, 
BPCAL/Pictet HK Branch 
makes no representations and 
gives no advice concerning the 
appropriate accounting treat-
ment or possible tax conse-
quences of any Investment. 
Any investor interested in buy-
ing or making any Investment 
should conduct its own inves-
tigation and analysis of the In-
vestment and consult with its 
own professional adviser(s) as 
to any Investment including 
the risks involved. 
This document is not to be re-
lied upon in substitution for 
the exercise of independent 
judgment. The value and in-
come of any Investment men-
tioned in this document may 
fall as well rise. The market 
value may be affected by, 
amongst other things, changes 
in economic, financial, 

political factors, time to ma-
turity, market conditions and 
volatility, and the credit qual-
ity of any issuer or reference 
issuer. Furthermore, foreign 
currency rates of exchange 
may have a positive or adverse 
effect on the value, price or in-
come of any Investment men-
tioned in this document.  Ac-
cordingly, investors must be 
willing and able to assume all 
risks and may receive back 
less than originally invested.  
Past performance should not 
be taken as an indication or 
guarantee of future perfor-
mance and no representation 
or warranty, expressed or im-
plied, is made by BPCAL/Pic-
tet HK Branch regarding future 
performance. 
This document does not con-
stitute the investment policy 
of BPCAL/Pictet HK Branch, 
or an investment recommen-
dation, and merely contains 
the different assumptions, 
views and analytical methods 
of the analysts who prepared 
them. Furthermore, the infor-
mation, opinions and esti-
mates expressed herein reflect 
a judgment at its original date 
of publication and are subject 
to change without notice and 
without any obligation on 
BPCAL/Pictet HK Branch to 
update any of them.  
BPCAL/Pictet HK Branch may 
have issued or distributed 
other reports or documents 
that are inconsistent with, and 
reach different conclusions 
from, the information pre-
sented in this document. 
While the information and 
opinions presented herein are 
from sources believed to be 
reliable, BPCAL/Pictet HK 
Branch is not able to, and do 
not make any representation 
or warranty as to its accuracy 
or completeness. Accordingly, 
BPCAL/Pictet HK Branch ac-
cepts no liability for loss aris-
ing from the use of or reliance 
on this document presented 
for information purposes only. 
BPCAL/Pictet HK Branch re-
serves the right to act upon or 
use any of the information in 
this document at any time, in-
cluding before its publication 
herein.  
BPCAL/Pictet HK Branch and 
its affiliates (or employees 
thereof) may or may not have 
long or short positions in, and 
buy or sell, or otherwise have 
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interest in, any of the Invest-
ments mentioned herein, and 
may or may not have relation-
ships with the issuers of or en-
tities connected with Invest-
ments mentioned in this docu-
ment. BPCAL/Pictet HK 
Branch and their affiliates (or 
employees thereof) may act 
inconsistently with the infor-
mation and/or opinions pre-
sented in this document. 
The information used to pre-
pare this document and/or 
any part of such information, 
may have been provided or 
circulated to employees 
and/or one or more clients of 
BPCAL/Pictet HK Branch be-
fore this document was re-
ceived by you and such infor-
mation may have been acted 
upon by such recipients or by 
BPCAL/Pictet HK Branch. 
This document is provided 
solely for the information of 
the intended recipient only 
and should not be repro-
duced, published, circulated 
or disclosed in whole or in 
part to any other person with-
out the prior written consent 
of BPCAL/Pictet HK Branch.   
 
Singapore 
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not accred-
ited investors, expert investors 
or institutional investors as 
defined in section 4A of the 
Securities and Futures Act 
2001 (“SFA”) or any person or 
entity who is a citizen or resi-
dent of or located in any local-
ity, state, country or other ju-
risdiction where such distribu-
tion, publication, availability 
or use would be contrary to 
law or regulation or would 
subject BPCAL and any of its 
affiliates or related corpora-
tions to any prospectus or reg-
istration requirements. 
BPCAL is a wholesale bank 
regulated by the  Monetary 
Authority of Singapore 
(“MAS”) under the Banking 
Act 1970 of Singapore, an ex-
empt financial adviser under 
the Financial Advisers Act 
2001 of Singapore (“FAA”) and 
an exempt capital markets li-
cence holder under the SFA. 
Please contact BPCAL in Sin-
gapore in respect of any mat-
ters arising from, or in connec-
tion with this document.  

 
Hong Kong  
This document is not directed 
to, or intended for distribu-
tion, publication to or use by, 
persons who are not “profes-
sional investors” within the 
meaning of the Securities and 
Futures Ordinance (Chapter 
571 of the Laws of Hong 
Kong) and any rules made 
thereunder (the “SFO”) or any 
person or entity who is a citi-
zen or resident of or located in 
any locality, state, country or 
other jurisdiction where such 
distribution, publication, 
availability or use would be 
contrary to law or regulation 
or would subject Pictet HK 
Branch and any of its affiliates 
or related corporations to any 
prospectus or registration re-
quirements. If you do not want 
Pictet HK Branch to use your 
personal information for mar-
keting purposes, you can re-
quest Pictet HK Branch to 
stop doing so without incur-
ring any charge to you.  
In distributing an investment 
product as agent for a third 
party service provider, Pictet 
HK Branch distributes the 
product for the third party ser-
vice provider and the product 
is a product of the third party 
service provider but not Pictet 
HK Branch. In respect of an el-
igible dispute (as defined in 
the Terms of Reference for the 
Financial Dispute Resolution 
Centre in relation to the Fi-
nancial Dispute Resolution 
Scheme) arising between Pic-
tet HK Branch and you out of 
the selling process or pro-
cessing of the related transac-
tion, Pictet HK Branch is re-
quired to enter into a Finan-
cial Dispute Resolution 
Scheme process with you; 
however any dispute over the 
contractual terms of the prod-
uct should be resolved directly 
between the third party ser-
vice provider and you. 
 
Banque Pictet & Cie SA is a 
limited liability company in-
corporated in Switzerland. It is 
an authorized institution 
within the meaning of the 
Banking Ordinance and a reg-
istered institution (CE No.: 
BMG891) under the SFO car-
rying on Type 1 (dealing in se-
curities), Type 4 (advising on 
securities) and Type 9 (asset 

management) regulated activi-
ties. The registered address of 
Pictet HK Branch is 9/F., 
Chater House, 8 Connaught 
Road Central, Hong Kong. 
 
Warning: The contents of this 
document have not been re-
viewed by any regulatory au-
thority in Hong Kong.  You are 
advised to exercise caution in 
relation to the offer.  If you are 
in any doubt about any of the 
contents of this document, 
you should obtain independ-
ent professional advice. 
Please contact Pictet HK 
Branch in Hong Kong in re-
spect of any matters arising 
from, or in connection with 
this document. 
 


