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Research Briefing | US 

Employment preview – Severe damage from COVID-19 

 Beyond the massive job losses, we believe eight factors will stand out from the 

April jobs report – one of the worst of all time. While there is great uncertainty 

surrounding the magnitude of the job losses in April, we estimate a total decline 

of around 28mn that will be concentrated in the accommodation and food 

services, recreation, retail and transportation sectors. A wide array of jobs in 

non-essential sectors will also be affected, including manufacturing, mining, 

construction, and elective healthcare. 

 But beyond the headline, the details of the report will reveal the far-reaching 

impact of the COVID-19 shock. We anticipate a spike in the U3 unemployment 

rate to 17% as the participation rate drops below 60%, a record fall in hours 

worked, a marked decline in wages, a significant rise in underemployment and a 

plunge in the nominal income proxy. 

While a lot of attention will focus on the dramatic plunge in payrolls, we stress the unusual 

nature, scope and magnitude of the labor market disruption from the coronavirus shock.  

1. A job loss three times larger than in the Great Recession 

High-frequency labor market data indicate that the coronavirus impact on employment 

was immediate and brutal, with 30mn individuals filing for unemployment benefits in just 

six weeks. Initial jobless claims are a reliable, though not perfect, guide to estimating the 

upcoming plunge in payrolls. While there is great uncertainty surrounding the magnitude 

of the job losses in April, we expect a monthly decline of around 28mn, three times worse 

than the total job loss endured during the GFC over two years (Figure 2). Importantly, as 

the Economic Policy Institute notes, the jobless claims may understate the true number of 

filers by around 12mn which could mean an even greater total job loss in the April report.  

 

  
 

 

 

Figure 1: April jobs 

report expectations 

 

 

 

 

Nonfarm payrolls 28mn decline = over 3x larger than the total job loss during the Great Recession.

Payrolls industry breakdown Retail and accommodation & food services hardest hit. Over 50% decline in their workforce.

Aggregate hours Register record fall. Every 0.1% decline in average hours equivalent to roughly 125k fewer jobs. 

Average hourly earnings Decline 1.2% m/m to 1.7% y/y, lowest since 2012, despite upward bias from low-wage industries.

Nominal Income proxy Takes a deep dive that hints at a Q2 consumption collapse.

Participation rate Falls below 60%, preventing an even larger rise in the unemployment rate.

Not in the labor force Surge by a staggering 8mn.

U3 Unemployment rate Jumps 12.6ppt to a record 17%. 

U6 Unemployment rate Rises above 20% amid spike in underemployed and discouraged workers.

Involuntary part-time Millions of workers forced into part-time work. 

Employed but not at work Millions of workers misclassified as "absent from work" instead of on temporary layoff.

Source: Oxford Economics

April jobs report checklist

Establishment survey

Household survey

Bracing for an 

extraordinary labor 

market impact 

 

https://www.epi.org/blog/unemployment-filing-failures-new-survey-confirms-that-millions-of-jobless-were-unable-to-file-an-unemployment-insurance-claim/
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2. Accommodation & food services and 

retail will be the hardest hit 

Beyond its severity, the downturn in employment will also be 

notable for the type of industries affected. While job losses 

are usually larger in cyclical industries such as 

manufacturing and construction, weakness will this time be 

concentrated among a number of usually more resilient 

industries such as retail trade and leisure and hospitality. 

These two sectors alone will account for roughly half of the 

expected 28mn job loss (Figure 3). The entertainment & 

recreation services and transportation sectors will be hard hit 

as well, with job losses impacting 30-40% of their workforce. 

Lastly, a wide array of jobs in “non-essential” sectors will see 

reductions around 10-20% of their workforce, including 

manufacturing, mining and construction as well as elective 

healthcare and business services.  

3. Only a few industries will be spared 

By contrast, a few industries deemed “essentials” will likely 

experience job gains in April. They include food & beverage 

stores, couriers & messengers, and online retail. Retail sales 

data through April corroborate this view, showing a large 

jump in online shopping and increased activity at food and 

beverage stores. The hiring of Census workers, which will 

likely ramp up in April and peak in May, will also provide a 

notable, though temporary, boost to federal employment. 

4. A spike in the unemployment rate far 

beyond prior recession peaks 

The unemployment rate is poised to suffer its largest rise in 

history (Figure 4). We anticipate a near-13ppt increase in 

the U3 unemployment rate to a staggering 17%, far above 

its 1982 record of 10.8%. Importantly, given the widely 

disruptive nature of the coronavirus crisis, the U3 

unemployment rate will understate the labor market 

downturn as it will be artificially buffered by a large drop in 

the participation rate. We estimate that only two-third of the 

decline in employment will be accounted for in the 

unemployment tally, the rest will appear as a drop in the 

participation rate. 

5. A plunge in the participation rate     

below 60% 

The labor force participation rate will likely fall dramatically in 

April as many newly laid-off workers were likely unable to 

look for employment due to the lockdown measures and will 

therefore not be counted as unemployed. 

Figure 3: Job losses will be concentrated in 

retail and accommodation & food services 

 

Figure 2: The April job loss will be more than 

three times larger than the total GFC job loss 
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Figure 4: The unemployment rate will spike to a 

record high of 17% in April  
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In a taste of what’s to come, the March jobs report already 

revealed the largest drop in the participation rate since 1968, 

to 62.7%. While our 28mn estimate assumes a drop in the 

participation rate to 59.5% in April, the lowest level in five 

decades (Figure 5), it is worth noting that a lower or higher 

participation rate could yield a very different outcome. As a 

reference, every 1ppt decrease in the labor force 

participation rate translates into roughly 2mn fewer jobs. 

6. A surge in underemployed and 

marginally attached workers 

We anticipate that like in March, many workers will be 

recorded as employed but absent from work due to “other 

reasons” instead of being labelled as unemployed on 

temporary layoff. Had those being correctly labeled last 

month, the unemployment rate would have been almost 1ppt 

higher than reported. Involuntary part-time work will also 

surge as firms forced employees into part-time work amid 

frozen activity. The broader U6 unemployment rate which 

includes marginally attached and underemployed individuals 

will be a key measure to watch. It will likely display an even 

larger spike than the U3 measure and rise well above 20%. 

7. A record drop in hours worked 

equivalent to millions of jobs lost 

Not only did company lay off millions of workers in April, but 

they also likely cut their hours massively (Figure 6). This 

matters greatly because fewer hours worked translate into 

lost income for workers and lower economic output. 

Importantly, in the current environment, the anticipated 

record drop in hours worked will be equivalent to the firing of 

millions of workers. Indeed, every 0.1% decrease in average 

hours worked is equivalent to roughly 125,000 fewer jobs, 

when keeping aggregate hours steady.  

8. A steep decline in wages despite 

upward bias from low-wage industries 

While the expected disproportionate loss in employment and 

pay in low-paying industries will buffer wage growth in April, 

we still anticipate a large 1.2% m/m decline in average 

hourly earnings, pushing wage growth down to 1.7% y/y –

the weakest annual pace since its bottom in 2012 (Figure 

7). Critically, given the expected sharp contraction in 

payrolls, hours, and wages, we anticipate that the nominal 

income proxy will plummet by the most on record. This 

dramatic loss in income momentum will reinforce our 

expectations of a record collapse in consumption growth in 

Q2.

 

Figure 7: Wage growth will decelerate sharply, 

wiping out all of the acceleration in this expansion 

Figure 6: Following March drop, hours worked 

will likely plunge by the most on record  

Figure 5: The participation rate is poised to fall 

to its lowest level since 1969  
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The 0.6% drop in March hours 
was equivalent to a 750k job loss
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