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As the April US employment numbers came in, I could not help shaking my head in disbelief
at what our labor market is going through.
The April jobs report has brought home the catastrophic impact that the lockdown has inflicted
on US workers. Non-farm payrolls suffered the largest decline on record, falling by 20.5
million and bringing employment back to early-2011 levels. The unemployment rate jumped
by more than ten percentage points to 14.7%, corresponding to 16 million more unemployed
people. The broader “U6” measure, which includes workers marginally attached to the
labor force or working part time for economic reasons (namely unable to find full-time work),
jumped to nearly 23%.

In the 2009 Great Recession, those two rates had peaked at 10% and about 17%
respectively. Most of the decline was in the services sector, especially leisure and hospitality
(–7.7 million), but manufacturing and construction also suffered a heavy blow.
Exhibit 1: Payrolls Plunge by 20.5 million; Driven by Services Sector
As of April 2020
M/M Change, No. of Persons, millions
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Shocking as they are, these numbers are not surprising, considering we had already seen
initial jobless claims climb to over 33 million, and continuing claims to almost 23 million as
large parts of the US economy were shut down in March and remained closed throughout
April. Partly because of this, financial markets seem to have taken the headline numbers in
stride, with equity indexes rising by the end of the day Friday.
Investors are probably also heartened by the fact that some US states have begun to reopen
their economies; equity markets are also likely building in the expected impact of the massive
monetary policy expansion on asset prices, as we have seen in the reaction to previous crises.
Don’t let the financial markets’ reaction fool you, however. The labor market has suffered a
tremendous blow, and now faces a formidable challenge to rebuild jobs and livelihoods.
To get the full sense of the damage, consider the following: while the ranks of the unemployed swelled by 16 million people, once we add workers marginally attached to the labor
force or working part time for economic reasons, we get to almost 22 million jobs lost—
broadly equal to the decline in employment. To these numbers we must add the roughly 6.4
million people who exited the labor force.

And finally, we have seen a sharp increase (about 5.5 million) in workers classified as
“working but absent from work”: they remain attached to their employers but are not actively
working. This brings us to close to 34 million people—broadly in line with the 33 million
who filed jobless claims.
Exhibit 2: Sharp Increase in Workers Classified as “Working But Absent From Work”
As of April 2020
Millions
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The people who lost their jobs come mostly from the more disadvantaged sections of the labor
force: workers with lower skills and lower wages. This was highlighted by the remarkable
jump in average hourly earnings, which rose 7.9% in April from 3.3% in March. Job losses
among lower-paid workers have been so massive that the average wage for the economy
rose significantly.
In my view, this highlights the urgent need to speed up the safe reopening of the US
economy. Some sectors will face protracted headwinds because of potential changes
in consumer behavior (like air travel and restaurants) or because of the slump in economic
activity in the rest of the world. We also need to watch the potential disincentive effect of
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generous unemployment benefits, which might slow hiring in some sectors (as we discussed
in our recent white paper, “US Macro Outlook: Let’s Bend the Economic Growth Curve.”
But other sectors could enjoy a faster recovery as restrictions are lifted.
The encouraging news is that temporary layoffs accounted for the lion’s share of the increase
in the unemployed in the April report (about 90%) and roughly 78% of current total
unemployed. This is important because in past recessions, a large share of temporary unemployed workers has resulted in a stronger and faster rebound in employment levels—most
notably after the 1982 recession.
Exhibit 3: Temporary Layoffs Account For Lion's Share of Total Unemployed
As of April 2020
M/M Change, Number, millions
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Most newly unemployed people still have an open line with their employers and are ready to
go back to work; many businesses stand ready to rehire.
If states move at a rapid pace to reopen their economies while deploying smart, targeted
measures to keep contagion under control and protect those most vulnerable to the virus,
we can still make fast progress in reducing unemployment to less daunting levels. Time,
however, is not on our side; the longer unemployment hovers at the current stratospherical
levels, the harder it will be to get the economy going again—and the greater the long-term
human and economic costs.
The coming weeks will be crucial to shape the future course of the labor market and
the economy.
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WHAT ARE THE RISKS?

All investments involve risks, including possible loss of principal. Bond prices generally move in the opposite direction of
interest rates. Thus, as prices of bonds in an investment portfolio adjust to a rise in interest rates, the value of the
portfolio may decline. Actively managed strategies could experience losses if the investment manager’s judgment about
markets, interest rates or the attractiveness, relative values, liquidity or potential appreciation of particular investments
made for a portfolio, proves to be incorrect. There can be no guarantee that an investment manager’s investment techniques or decisions will produce the desired results.
IMPORTANT LEGAL INFORMATION

This material is intended to be of general interest only and should not be construed as individual investment advice or a
recommendation or solicitation to buy, sell or hold any security or to adopt any investment strategy. It does not constitute
legal or tax advice.
The views expressed are those of the investment manager and the comments, opinions and analyses are rendered as of
May 8, 2020 and may change without notice. The information provided in this material is not intended as a complete
analysis of every material fact regarding any country, region or market.
Data from third party sources may have been used in the preparation of this material and Franklin Templeton Investments
(“FTI”) has not independently verified, validated or audited such data. FTI accepts no liability whatsoever for any loss
arising from use of this information and reliance upon the comments opinions and analyses in the material is at the sole
discretion of the user.
Products, services and information may not be available in all jurisdictions and are offered outside the U.S. by other FTI
affiliates and/or their distributors as local laws and regulation permits. Please consult your own professional adviser or
Franklin Templeton institutional contact for further information on availability of products and services in your jurisdiction.
Issued in the U.S. by Franklin Templeton Distributors, Inc., One Franklin Parkway, San Mateo, California 94403-1906,
(800) DIAL BEN/342-5236, franklintempleton.com—Franklin Templeton Distributors, Inc. is the principal distributor of
Franklin Templeton Investments’ U.S. registered products, which are not FDIC insured; may lose value; and are not bank
guaranteed and are available only in jurisdictions where an offer or solicitation of such products is permitted under applicable laws and regulation.
Australia: Issued by Franklin Templeton Investments Australia Limited (ABN 87 006 972 247) (Australian Financial Services License Holder No. 225328), Level 19, 101 Collins Street,
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