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Research Briefing | US 

Job losses could surpass 20 million 

 The sudden economic stop triggered by the coronavirus crisis has given rise to 

an unprecedented wave of layoffs. Given the extreme nature of the shock, we 

anticipate the US will experience the sharpest job losses and highest rise in 

unemployment since WWII. 

 Based on a bottom-up industry approach along with preliminary jobless data, 

we estimate that over 20 million jobs will be lost in the coming weeks, with low-

paid workers and small businesses hit hardest. While some of these jobs 

should be recouped once the economy emerges from the outbreak, we expect 

the employment shortfall will persist into 2021. 

 The March jobs report is unlikely to reflect the full extent of the job losses given 

the timing of the survey, but the April and May jobs reports will reveal the extent 

of the collapse. In April, we anticipate nonfarm payrolls will contract by 20 

million as the unemployment rate surges toward 12% and labor force 

participation falls.   

The US labor market is in free-fall. With 229 million people in at least 26 states currently 

under some form of lockdown, the “sudden stop” triggered by the coronavirus shock will 

lead to unprecedented job losses.  

Initial jobless claims data for the week ended March 21 indicated that 3.3 million workers 

filed for unemployment benefits amid social-distancing measures and business closures. 

By way of comparison, initial jobless claims reached a peak of 665,000 during the great 

recession and a record 695,000 in October 1982 (Figure 1). States such as Ohio, South 

Carolina, and Minnesota have reported a shocking thirty-fold increase in the number of 

claims last week, while the higher-populated California reported twenty-five times more 

claims. The prospect of more stringent lockdown measures and the fact that many states 

have not yet been able to process the full amount of applications suggest that the worst is 

still to come. Initial jobless claims are a reliable, although not perfect, guide to estimating 

the upcoming plunge in payrolls. 

 

 

 

Initial jobless claims soared to 
an unprecedented 3.3 million 
last week, a 12-fold increase 
from 282,000 in the prior week. 
The volume of claims was five 
times as large as the peak 
reached during the great 
recession.  

 

Figure 1: Jobless 

claims skyrocket to 

unchartered territory 
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During prior recessions, jobless claims have tended to 

undershoot the overall employment decline, likely reflecting 

the fact that not all laid-off workers are eligible to receive 

unemployment benefits. A rule of thumb is that each jobless 

claim that has been filed will translate into a 1.1-1.3 decline 

in payrolls. Assuming initial jobless claims stabilize above 3 

million per week over the next three weeks as state and 

local governments ramp up social distancing measures, this 

would point to 15-17 million job losses.  

Using a bottom-up approach across sectors most 

exposed to the virus, we find the employment losses are 

likely to be even larger at over 20 million. BLS data on 

both the share of workers who can work from home and the 

proportion of hourly workers at or below the minimum wage 

in each industry allows us to assess the industries at risk 

from massive layoffs (Figure 2). Not surprisingly, workers in 

the leisure and hospitality, retail, and transportation 

industries are particularly vulnerable, with nearly half of all 

the job losses potentially concentrated in the 

accommodation and food services industry.  

The upcoming March jobs report is unlikely to reveal the 

full impact of the virus as the payroll survey was 

conducted during the week ended Saturday March 14, prior 

to the imposition of social distancing measures. We 

anticipate a 94,000 decline in payroll employment as the 

unemployment rate rises to 3.7%. The April jobs report, 

however, will reveal the full magnitude of the virus. We 

expect payrolls will drop by a staggering 20 million and the 

unemployment rate will spike to over 10%, with further job 

losses into May (Figure 3). Workers at the low-end of the 

pay scale will be hit hardest. Indeed, about three-fifths of 

all workers paid at or below the federal minimum wage were 

employed in the leisure and hospitality industry, almost 

entirely in restaurants and other food services.  

Importantly, the participation rate is a key swing factor 

as many newly laid-off workers could be unable to look for 

employment due to the lockdown measures and will 

therefore not be counted as unemployed. We assume a 

three-point drop in the participation rate in April, but a lower 

or higher participation rate could yield a very different 

employment outcome (Figure 4).  

Layoffs will likely be concentrated among small and 

medium-sized businesses whose balance sheets tend to 

be more vulnerable to a sudden-stop in cash flow. US 

companies with fewer than 500 employees make up a large 

52% of private-sector payrolls, underscoring the potentially 

dire effects on overall employment.

 

Figure 3: The unemployment rate will spike to 

12% in April as the economy sheds 20 million 

jobs 

Figure 2: Over 40% of total employment will be 

severely impacted 
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US: Payroll employment and the unemployment rate
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Figure 4: The participation rate is a key risk to 

our forecast 


