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U.S. Watch
By Jocelyn Paquet
The recent showing of the U.S. economy has surprised more than one observer. With Washington’s support, consumers came back rapidly
from the Covid-19 shock and helped the economy expand at its fastest pace on record in Q3 (+33.1%). While impressive, Q3 growth still left
real output 3.5% below its level in Q4 2019, a shortfall similar in size to that observed in the 2008-09 recession (-4.0% from peak to trough). So
there is a long road left to travel to get back to the pre-recession peak level of activity, and the rate of expansion promises to be much slower
from now on. At least that is what recent jobs data suggest. True, the progressive reopening of many sectors of the economy has led to a
strong rebound in employment and a decrease in the jobless rate. But the labour market recovery might not be as strong as headline numbers
suggest. Apart from the rebound in jobs, the decline in the unemployment rate also stemmed from a contraction of the participation rate.
Such a relapse at this stage of recovery is worrisome because it could mean that some Americans have simply stopped looking for work and
have exited from the active population. As today’s Hot chart shows, the decline in the participation rate was especially pronounced among
women aged 25 to 54, a cohort that could be taking on more child-care work after closings of some schools and daycare centres. The drop
in the participation rate could also suggest some discouragement after a long period of unemployment. In this respect, we note a worrisome
rise in the number of Americans who have been seeking work for 27 weeks or more. Finally, another undesirable trend has been the everincreasing number of “permanent” layoffs which means hopes for a comeback to previous jobs are fading. We’ll keep a close eye on these
trends in tomorrow’s jobs report.
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