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To some unkind sports historians, the record-breaking season that Roger Maris had in 1961 will always be footnoted with an asterisk. Yes,
when Babe Ruth hit 60 home runs in 1927, the big-league season had fewer games than it did in 1961. But, when Roger Maris hit his 61st
dinger of that ’61 season, he actually did it in a fewer number of plate appearances than the Big Bambino. Roger Maris never made it into
baseball’s Hall of Fame, but if there was a Cooperstown for asterisks, it would be called the Bureau of Labor Statistics.

This morning’s January Employment Report comes with a couple of new asterisks that are probably worth mentioning, even if it does
mean getting sucked into the black hole of BLS methodology. First off, things like the Unemployment Rate, Labor Force Participation Rate,
and the numbers of employed and unemployed persons are all derived from the Household Survey. This morning’s report utilizes new
population controls used in the way that population estimates are made in- between census years. According to the BLS website,
“household survey data for January 2021 will not be directly comparable with data for December 2020 or earlier periods.” But, just watch
the news; someone will probably do it anyway. And another thing, historical data are not subject to revision.

Now, for things like Non-Farm Payrolls, hours worked, and wages earned, the BLS uses the Establishment Survey and today’s report
reflects the annual changes made to the benchmark process and updated seasonal adjustment factors. Don’t even ask about those. But,
historical data may be revised as a result of the benchmark change. Today’s report is 44 pages long and almost none of them are asterisk-
free.

The most eye-catching tidbit in today’s report is the apparent drop in the Unemployment Rate from 6.7% to 6.3%, but did it really fall?
That information is derived from the Household Survey and the BLS has already told us not to compare it to prior periods. But there’s little
doubt that it will be viewed as a positive sign. Less positive was the apparent decline in the Labor Force Participation Rate from 61.5% to
61.4%, but that would involve a comparison to a prior period. Also eye-catching was the meager growth of 49k in Non-Farm Payrolls in
relation to the expected growth of 105k. As if that wasn’t bad enough, December’s loss of 140k jobs was revised to a loss of 227k. This
data comes from the Establishment Survey and January’s report reflects year-end seasonal adjustments that, while always a bit tricky,
have been made even trickier by so many covid-related distortions; particularly those surrounding Education and Leisure and Hospitality.
Also from that survey, we learned that Average Hourly Earnings grew by 0.2% last month and that helped push the year-over-year pace of
wage growth to 5.4% from 5.1% before we learned that December’s pace was revised to that same 5.4%. That’s pretty hefty considering
that most of the economy has been in some degree of lockdown for most of the last year. But the government’s massive transfer
payments can’t last forever. Can they?

According to the Establishment Survey, 43k Government jobs were added last month while Professional and Business Services added 97k;
most of those coming from Temporary Help Services. Leisure and Hospitality lost another 61k after December’s plunge of 536k while
Retail Trade lost 38k and Manufacturing gave up 10k. With all of the revisions and adjustments, interpreting today’s report gets pretty
murky, but one unfortunate fact remains untouched; there are still around 10M Americans who had a job last February but don’t have
one now.

The week began with a spate of Manufacturing news when Markit U.S. reported on Monday that its PMI for Manufacturing rose just
barely to 59.2 from 59.1 while the ISM’s Manufacturing Index slipped more than expected to 58.7 from 60.5. We also learned from the
Census Bureau that Construction Spending rose by 1% and that’s about what was expected. We learned on Tuesday that January’s car
sales beat expectations with Wards Automotive Group reporting that the expected annualized pace of 16.15M Total Vehicle Sales actually
came in at 16.63M and that also beat December’s 16.27M. This measure has been above 16M for four of the last five months.

Wednesday brought a precursor of today’s labor report when the ADP Private Employment Change report showed a payroll gain of 174k
against a forecast of 70k while December’s slip of 123k was revised to a milder slip of 78k. Wednesday also brought us some Services
sector news with Markit U.S. reporting that its PMI for Services rose to 58.3 from 57.5 when a slide to 57.4 was expected. The ISM
Services Index rose to 58.7 from 57.7 against an anticipated drop to 56.7. All-around positive news for Services, but those services won’t
get to do much serving until the economy achieves a greater degree of reopening.

Thursday got started with a look back to Q4 by the BLS who shared with us the disquieting news that in the final stanza of 2020, Non-Farm
Productivity plunged by 4.8% while Unit Labor Costs skyrocketed by 6.8%. While we’re talking about covid-related distortions, these
values were almost a perfect converse of Q3’s experience. The BLS also released its Jobless Claims report yesterday morning and we
learned that for the week ending January 30th, Initial Jobless Claims came in with a total of 779k and that was less than the prior week’s
812k and also less than the expected 830k. Continuing Claims for the week ending January 23rd fell more than expected to 4.59M from
4.78M versus an expected 4.7M.

Also reporting yesterday was the Census Bureau with the news that Factory Orders in December grew by a greater-than-expected 1.1%
while Durable Goods Orders also outperformed forecasts with a December rise of 0.5%. Core Capital Goods Orders also beat estimates
with a rise of 0.7%. We learned from the Bureau this morning that the nation’s Trade Imbalance narrowed to a shortfall of $66.6B in
December from an upwardly revised $69B. Later today, the Federal Reserve is expected to report that Consumer Credit grew by $12B in
December and that would be less than November’s growth of $15.27B.

For most of the week, equity market shenanigans got most of the news, but Treasury yields edged slightly higher. Prior to this morning’s
BLS report, the Ten-Year’s yield was around 1.17% and the Long Bond was within a whisker of 2%. Since then, prices have moved back up
and yields have come back down. That might provide some insight into what the bond market thinks of today’s Jobs Report. Debate
continues over whether the President’s $1.9T covid-relief spending plan is really needed as signs of economic improvement become more
tangible. Today’s Jobs Report, with all of its caveats and footnotes, does little to clarify a picture that remains pretty blurry.

In 1999, Sammy Sosa hit 63 home runs and that made the asterisk by Roger Maris’s name a moot point. For 2021 we could use an
economic version of Sammy’s great season. Maybe it will be a reopened economy! Have a great weekend; be careful out there.
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