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Unemployment Claims Skyrocket to Roughly
10 Million Due to COVID-19

The Weekly Toplines

The Bureau of Labor Statistics released new employment numbers on Friday,
which were essentially a “time capsule” of what the labor market looked like for
the reference week, which was March 8–14. Since then, businesses closed or
reduced activity, and Americans sheltered in place to limit the spread of
COVID-19.
The weekly initial unemployment claims for the weeks that followed suggest
that the U.S. economy came to a screeching halt, with millions of Americans
losing their jobs and with the unemployment rate likely already 10% right now,
and rising. Nonetheless, even with some aging, the data reflect the economic
damage that was already pervasive just a few weeks ago.
Specifically, nonfarm payrolls plummeted by 701,000 workers in March, the
largest monthly decline in 11 years, with manufacturing employment down by
18,000 for the month. The service sector was hit the hardest, losing 659,000
workers in March, and the unemployment rate rose to 4.4%, a rate not seen
since August 2017.
The ADP report, released earlier in the week, also did not yet reflect the true
economic impacts for March. Yet, it did show that the smallest businesses (i.e.,
those with fewer than 50 employees) were the ones bearing the largest brunt
of the COVID-19 outbreak, at least at that point. 
Sentiment data released last week suggest that manufacturers are seeing
widespread declines in activity in March, except for China, which appears to
show signs of stabilizing. Here are some highlights:

The ISM® Manufacturing Purchasing Managers’ Index® declined in
March, albeit not at a pace that many feared, with new orders and
employment contracting at the fastest paces since March 2009 and the
underlying data negative across the board.
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The IHS Markit Manufacturing PMI fell from 50.7 in February to 48.5 in
March, the lowest reading since August 2017.
Looking at the top 10 markets for U.S.-manufactured goods, according to
IHS Markit, nine of the PMIs in those markets had lower manufacturing
activity readings in March than in February, and only China and the
Netherlands reported slight expansions.
The Dallas Federal Reserve Bank’s survey plummeted to -70.0 in March,
the lowest reading since the survey began in 2004, as manufacturers
grappled with both COVID-19 and sharply reduced energy prices.

Other data also reflected weaknesses in the economy, including the following:
New orders for manufactured goods were flat in February, but were
skewed by a large jump in ships and boats. Excluding transportation
equipment, orders decreased 0.9%. Core capital goods spending—a
proxy for capital expenditures in the U.S. economy—decreased 0.9% in
February, declining 0.6% over the past 12 months.
The U.S. trade deficit fell to the lowest level since September 2016,
largely from a sharp decline in goods imports. Trade volumes were lower,
as global economies began to deal with the COVID-19 outbreak. For
instance, the goods trade deficit with China was the lowest since March
2009. On the positive side, the petroleum trade surplus was the largest
on record.
Consumer confidence, according to the Conference Board, fell to the
lowest level since July 2017, as Americans became more concerned with
the COVID-19 outbreak and its implications. The increased uncertainty,
especially in financial markets, helped to reduce assessments of both
current and future economic conditions, but especially the outlook
component.

https://www.markiteconomics.com/Public/Home/PressRelease/a6d2c2c9e0c34576a3e0334997f25555
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Economic Indicators

Last Week’s Indicators:
(Summaries Appear Below)

Monday, March 30
Dallas Fed Manufacturing Survey

Tuesday, March 31
Conference Board Consumer
Confidence

Wednesday, April 1
ADP National Employment Report
Construction Spending
ISM® Manufacturing Purchasing
Managers’ Index®

Thursday, April 2
Factory Orders and Shipments
International Trade Report
Weekly Initial Unemployment Claims

Friday, April 3
BLS National Employment Report

This Week's Indicators:

Monday, April 6
Real GDP by Industry

Tuesday, April 7
Consumer Credit
Job Openings and Labor Turnover
Survey

Wednesday, April 8
None

Thursday, April 9
Producer Price Index
University of Michigan Consumer
Sentiment
Weekly Initial Unemployment Claims

Friday, April 10
Consumer Credit
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Deeper Dive

ADP National Employment Report: Manufacturing employment rose by
6,000 in March, according to ADP estimates. However, the release makes it
clear that the data, which were collected through March 12, do not adequately
reflect the true economic impacts of the COVID-19 outbreak. Total nonfarm
private employment declined by 27,000 in March, the first decrease since
September 2017. With that said, employment losses are expected to
accelerate exponentially over the coming weeks with extraordinary measures
being taken, including firm closures and limited service, to control the spread of
the virus.

In March, the data were mostly lower, with the largest declines in employment
for construction; information; leisure and hospitality; other services; and trade,
transportation and utilities. In addition to manufacturing, education and health
services and natural resources and mining had increased hiring for the month.
The smallest businesses (i.e., those with fewer than 50 employees) lost 90,000
workers in March, with medium-sized and large firms adding 63,000
employees on net. This speaks to the unique challenges that smaller
businesses face during the COVID-19 crisis.

BLS National Employment Report: Manufacturing employment fell by 18,000
in March, declining for the fourth time in the past six months. Over that time
frame, the sector lost 12,000 workers on net, as manufacturers coped with
slowing global growth, trade uncertainties and, more recently, the onset of the
COVID-19 outbreak. Durable and nondurable goods employment declined by
7,000 and 11,000 in March, respectively. 

More importantly, the data are essentially a “time capsule” of what the labor
market looked like for the reference week, which was March 8–14. Since then,
businesses closed or reduced activity, and Americans sheltered in place to
limit the spread of COVID-19. The weekly initial unemployment claims for the
weeks that followed suggest that the U.S. economy came to a screeching halt,
with millions of Americans losing their jobs and with the unemployment rate
likely already 10% right now, and rising. Nonetheless, even with some aging,
the data reflect the economic damage that was already pervasive just a few
weeks ago. 

In this report, nonfarm payroll employment fell by 701,000, the largest monthly
decline since March 2009. The service sector was hit the hardest, losing
659,000 workers in March, including sharp decreases for education and health
services (down 76,000), leisure and hospitality (down 459,000), professional
and business services (down 52,000) and retail trade (down 46,200). The
unemployment rate jumped from 3.5% in February to 4.4% in March, a rate not
seen since August 2017. The labor force participation rate dropped from 63.4%
to 62.7%, also the lowest since August 2017. Moreover, the so-called “real”
unemployment rate—which includes those who are marginally attached to the
labor force, including discouraged workers—rose from 7.0% to 8.7%, the

http://www.adpemploymentreport.com/2020/March/NER/docs/ADP-NATIONAL-EMPLOYMENT-REPORT-March2020-Final-Press-Release.pdf
http://www.adpemploymentreport.com/2020/March/NER/docs/ADP-NATIONAL-EMPLOYMENT-REPORT-March2020-Final-Press-Release.pdf
https://www.bls.gov/news.release/pdf/empsit.pdf
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highest since March 2017. 

Meanwhile, average hourly earnings for production and nonsupervisory
workers in manufacturing were $22.58 in March, up from $22.53 in February.
Over the past 12 months, that represented 2.8% growth year-over-year, the
same pace as in the previous release but down from 3.4% in July.

Conference Board Consumer Confidence: Consumer sentiment fell from
132.6 in February to 120.0 in March, the lowest level since July 2017, as
Americans became more concerned with the COVID-19 outbreak and its
implications. The increased uncertainty, especially in financial markets, helped
to reduce assessments of both current and future economic conditions, but
especially the outlook component. With that said, it is perhaps interesting that
sentiment did not fall further given the extraordinary measures that have been
undertaken to control the virus and with the suddenness of the decline in
economic activity that has resulted. 

Indeed, the percentage of respondents suggesting that business conditions
were “good” was unchanged at 39.6%, while those noting conditions were
“bad” increased from 10.8% to 11.4%. That would suggest that Americans
remained more positive than not despite challenges related to COVID-19. That
might change moving forward, but for now, it would indicate some caution in
perceptions rather than a wholesale panic, which could be encouraging.

The survey was in the field through March 19, and since that date, there has
been more troubling news about unemployment and jobs. In this release, there
were already some signs that consumers understood those labor market
pressures. Those respondents expecting more jobs in the next six months fell
from 16.6% to 15.5%, whereas those predicting fewer jobs rose from 12.0% to
17.1%.

Construction Spending: Private manufacturing construction spending fell
4.2% in the latest data to a five-month low, down from $76.10 billion at the
annual rate in January to $72.93 billion in February. This decrease likely
foreshadows even larger declines in the March data, with manufacturers
experiencing pullbacks in activity due to the COVID-19 outbreak. In February,
construction activity in the sector fell 2.8% year-over-year. Over the longer
term, manufacturing construction activity remains well below the all-time high
of $86.65 billion in June 2015.

Meanwhile, total private construction spending decreased 1.2% in February,
with private residential and nonresidential activity down 0.6% and 2.0%,
respectively. Yet, new single-family construction increased 3.9% in February,
with 16.1% growth year-over-year, continuing the recent trend of progress in
the housing market (which has likely halted). Multifamily construction inched up
0.1% in February, but with a decline of 5.7% over the prior 12 months. Private
nonresidential construction has declined 0.7% since February 2019. At the
same time, public-sector construction fell 1.5% in February, but with an
increase of 7.4% year-over-year.  

https://www.conference-board.org/data/consumerconfidence.cfm
https://www.census.gov/construction/c30/pdf/release.pdf
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Dallas Fed Manufacturing Survey: The composite index of general business
activity in the Dallas Federal Reserve Bank’s district plummeted in March to
the lowest level since the survey began in 2004, dropping from 1.2 in February
to -70.0 in March as manufacturers grappled with both COVID-19 and sharply
reduced energy prices. The underlying data fell abruptly across the board.
More than half of respondents said new orders had fallen in March relative to
February, with just 10.0% citing increases. One-quarter had decreasing
employment, and 40.6% noted reduced capital expenditures. As one
respondent put it regarding the suddenness of the downward shift in activity,
“Everything has changed.”

Indeed, another survey-taker had challenges completing the questions about
the future, suggesting there are still “too many unknowns.” In special
questions, more than 92% said uncertainty had increased due to the COVID-
19 outbreak, with nearly 80% saying they expected future demand for their
products declining in 2020. The forward-looking composite index of business
conditions fell from 18.0 to -39.5, the lowest since December 2008.

Factory Orders and Shipments: New orders for manufactured goods were
flat in February, stabilizing after falling 0.5% in January. Yet, this was skewed
by a significant jump in ships and boats. Excluding transportation equipment,
orders decreased 0.9%, led by declines in computers and electronic products,
fabricated metal products, furniture and related products, machinery and
primary metals. Outside of ships and boats, electrical equipment and
appliances also increased sales in February. Durable goods orders increased
1.2% in February, but without transportation equipment, sales decreased
0.6%. Nondurable goods fell, down 1.2% for the month. 

On a year-over-year basis, new orders in the manufacturing sector inched up
just 0.1% since February 2019, illustrating the challenging environment over
much of the past year. Excluding transportation equipment, manufacturers’
sales declined 0.1% year-over-year. Moreover, new orders for core capital
goods (or nondefense capital goods excluding aircraft)—a proxy for capital
spending in the U.S. economy—decreased 0.9% in February, declining 0.6%
over the past 12 months. 

Meanwhile, factory shipments fell 0.2% in February, extending the 0.6%
decline in January. With transportation equipment excluded, shipments
declined 0.8% for the month. Since February 2019, manufactured goods
shipments have decreased 1.1%, or a decline of 0.2% without transportation
equipment included. Core capital goods shipments fell 1.3% year-over-year. 

International Trade Report: The U.S. trade deficit fell to the lowest level since
September 2016, decreasing from $45.48 billion in January to $39.93 billion in
February. The decline over the past two months in the trade deficit has
stemmed largely from a sharp decrease in goods imports, which have fallen
from $207.44 billion in December, to $203.37 billion in January, to $198.42
billion in February, a level not seen since October 2016. In February, goods

https://www.dallasfed.org/-/media/Documents/research/surveys/tmos/2020/2003/tmos2003.pdf
https://www.census.gov/manufacturing/m3/prel/pdf/s-i-o.pdf?
https://www.census.gov/manufacturing/m3/prel/pdf/s-i-o.pdf?
https://www.census.gov/foreign-trade/Press-Release/current_press_release/ft900.pdf
https://www.census.gov/foreign-trade/Press-Release/current_press_release/ft900.pdf
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imports fell for consumer goods (down $1.13 billion), foods, feeds and
beverages (down $403 million), industrial supplies and materials (down $1.60
billion) and non-automotive capital goods (down $3.69 billion, including $2.59
billion for computers and accessories and telecommunications equipment), but
goods imports increased for automotive vehicles and parts (up $1.40 billion). 

Meanwhile, goods exports rose from $136.25 billion in January to $137.20
billion in February, led by growth in automotive vehicles, parts and components
(up $537 million), industrial supplies and materials (up $719 million) and non-
automotive capital goods (up $241 million). At the same time, exports declined
for foods, feeds and beverages (down $91 million, including a decline of $503
million for soybeans) and consumer goods (down $698 million).

In non-seasonally adjusted data, U.S.-manufactured goods exports totaled
$176.31 billion in the first two months of 2020, down 1.01% from $178.11
billion in January and February of 2019. As such, it suggests that demand for
manufactured goods has remained weak so far this year, building on the
declines seen last year. 

Some other highlights:

The petroleum trade surplus was a new record at $872 million in
February, with exports of $16.25 billion and imports of $15.38 billion.
The goods trade deficit with China in February ($16.00 billion) was the
lowest since March 2009, with goods exports and imports at $6.82 billion
and $22.81 billion, respectively. This likely reflects the effects of COVID-
19 in China in February.

ISM® Manufacturing Purchasing Managers’ Index®: The Institute for
Supply Management® reported that manufacturing activity declined in March,
with firms grappling with disruptions due to the COVID-19 outbreak. The
headline index fell from 50.1 in February to 49.1 in March, a reading that was
better than expected even as there is a sense that activity will contract sharply
lower in April. In this survey, new orders (down from 49.8 to 42.2) and
employment (down from 46.9 to 43.8) both fell at the fastest paces since
March 2009, with production and exports also decreasing in March. In light of
the reduction in activity, raw material prices (down from 45.9 to 37.4) fell at
rates not seen since January 2016. 

The sample comments noted significant worries about the coronavirus
outbreak, with sharply weaker sales, notable supply chain disruptions and
some plant closings. The energy sector has also been challenged significantly
by severely reduced oil prices. At the same time, growth strengthened for
some consumer items, with a food and beverage manufacturer citing record
demand. Moving forward, further deceleration in activity would be expected in
the next survey, which will be released May 1.

Weekly Initial Unemployment Claims: After hitting an all-time high for the
week of March 21 with 3,307,000 initial unemployment claims, there were

https://www.census.gov/foreign-trade/statistics/historical/petro.pdf
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6,648,000 additional claims for the week of March 28, another unprecedented
level. The extraordinary volume of initial unemployment claims, totaling roughly
10 million over two weeks, illustrates the economic toll taken on the economy
as the nation grapples with the COVID-19 crisis. Moreover, it is widely
expected to rise further this week, with additional furloughs announced last
week. States with the largest increases for the week included California,
Florida, Georgia, Illinois, Michigan, New York and Texas. While the service-
sector continues to be hit the hardest, manufacturing was specifically cited in
Florida, Illinois, Indiana, Maine, Michigan and Texas. 

Meanwhile, continuing claims increased from 1,784,000 for the week of March
14 to 3,029,000 for the week of March 21 in this report, the highest level since
June 2013. The latest figure suggests that 2.1% of the workforce received
unemployment insurance that week.

Assuming that the national unemployment rate rises 1% for every 1,500,000 in
additional unemployment claims, this would suggest that the unemployment
rate, which was 3.5% in February, could be approaching 10% already. (The
March data, which were collected earlier in the month and discussed above, do
not reflect this yet, but will experience a sizable jump in the April reading.)

Thank you for subscribing to the NAM's Monday Economic Report.

If you're part of an NAM member company and not yet subscribed, email us. If you're not an
NAM member, become one today!

Interested in becoming a presenter of the Monday Economic Report? Email us.

Questions or comments? Email NAM Chief Economist Chad Moutray at cmoutray@nam.org.
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