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In the News 
Here’s what they say; here’s what we see. 
 

This newsletter provides an insight into how 
market analytics and statistical interpretation is 
used to support or persuade. We take a news 
item and contribute an evidence-based 
perspective regarding the claim. This week, we 
look at the recovery of employment and 
participation rates.   
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Article Summary 

In December, the Fed said progress needed to be 
made to pick up the job market before it 
reduced its economic support. Since then, there 
have been an additional 3.3 million jobs added 
to the economy. In the past month, the nation 
gained 850,000 jobs, a step closer to getting 
employment back to its pre-pandemic level. 
This, along with economic growth and large 
increases in job openings have created 
momentum for more jobs to come; therefore, 
there is potential for a policy shift in September.  
 

Despite the growth in employment numbers, 
the Fed hopes economic recovery will reach 
women, minority communities, as well as 
others who were hit the hardest by the 
pandemic. Another factor the Fed is keeping an 
eye on is the percentage of Americans that are 
working; the employment-to-population ratio. 
The ratio did not change in June, still below pre-
pandemic levels. 
 
For women, employment fell in June while the 
labor force participation rate (for women) 
stayed the same. Because of the pandemic, 
women’s labor force participation rate declined 
and has yet to recover; policymakers are hoping 
to know if this decrease is temporary or 
permanent. Fed officials are also interested in 
whether the economy is waiting for families to 
get back to normal or if it has caused people to 
retire or leave the workforce for good. Knowing 
which is true allows the Fed to know how close 
they are to “maximum employment,” as well as 
determining when to change their policy.  
 
The steady yet uneven progress makes the Fed’s 
decision of when to reduce monthly 
government bond purchases more difficult. 
The decision is expected to come before the end 
of 2021.  
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What the Evidence Shows 
Graph 1:  

 

Graph 1 depicts Employment SA and the 
Civilian-Population Ratio SA for 2020 and the 
first half of 2021. After April 2020, both 
employment and the ratio of employed civilians 
began to recover as certain states started to 
reopen after a couple-week quarantine. From 
April to October 2020, both indicators saw 
relatively sharp increases. Since October 2020, 
the indicators have been steadily increasing at a 
slightly slower rate. In June, although the 
number of jobs increased, seasonally adjusted 
employment stayed relatively the same and the 
seasonally adjusted civilian employment 
population ratio did not change. As the article 
stated, this is economic progress, but it has 
potentially reached a plateau. The economic 
indicators continue to be significantly lower 
than their levels in the first quarter of 2020. 

Takeaways 

There are multiple reasons the economic 
growth has potentially slowed, some may be 
permanent and others temporary. More time 
needs to pass for the Fed to understand the long-
term economic consequences to employment as 
well as the share of workers in the workforce.  
 
With respect to forecasting losses, the past few 
months have not seen a large amount of charge 
in economic activity with respect to 
employment. The relationship between 
employment and the share of the population 
that is employed has stayed the same 
throughout the past year and a half. For 
forecasting purposes, this is a good sign: 
economic indicators having predictable 
patterns allows for more accurate loss 
predictions.  


