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U.S. nonfarm payrolls increased by 431,000, with a net 95,000 job gains the prior two 
months, according to the Bureau of Labor Statistics' (BLS) March jobs report. This 
underscores a strong economy.   

The report also puts the Fed on solid ground to act, confident that the U.S. economy can 
absorb tighter Fed policy and still grow. We see a total of six rate hikes in 2022, including a 
50-bps hike, and four or five more in 2023. Risk is for more tightening. 

 

Our Take On The BLS' Jobs Report 
Strong March job gains with omicron in the rearview mirror. The BLS nonfarm payrolls 
gained 431,000 jobs in March, after the prior two months were revised up by a net 95,000 
total job gains, capping off a slew of solid jobs data for the month.   

But not everything was positive. Continued bottlenecks in the jobs market continue to 
challenge economic activity. The labor-force participation rate, at 62.4, remains stubbornly 
near its 45-year low. Hours worked also disappointed, falling to 34.6 hours from 34.7 hours, 
signaling perhaps the pandemic-driven pickup in longer hours by fewer workers is no longer 
in vogue. 

Inflation and unemployment. The unemployment rate fell to 3.6% from 3.8% in February, 
in line with our expectations and just above the pre-pandemic low of 3.5%. It was also down 
for the right reasons--418,000 people entered (or reentered) the workforce given the decline 
in omicron cases, and even more people (738,000) got jobs. Workers continued to enjoy 
fatter paychecks, with average hourly wages up by 0.4% for the month and 5.6% over last 
March. But higher overall CPI (Consumer Price Index) price gains, now at a 40-year high, will 
continue to take a bite out of paychecks, with wage gains, in real terms, still stuck in 
negative territory. 
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The Fed’s mission. The solid jobs report, together with inflation readings reaching multidecade highs, 
puts the Fed on solid ground to pursue an aggressive policy agenda.    

A big bang. Although the Fed’s liftoff was gradual, with a 25-basis-point (bps) hike in March, the solid 
jobs report gives the Fed more reason to follow a "big bang" approach. We expect the Fed will raise rates 
50 bps at its policy meeting in May and announce the start of quantitative tightening this summer. We 
expect six rate hikes in 2022, including a 50-bps hike, followed by four to five rate increases in 2023. But 
with inflation readings stubbornly at their 40-year highs, an even tighter policy is likely, with even 50-bps 
rate hikes the norm. 

 

Labor Force Participation And Unemployment Rates Are Around Multidecade Lows 

 
Sources: Bureau of Labor Statistics and S&P Global Economics. 
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