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The dynamic of the US job
market

Overview
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Fears of sovereign default are progressively diminishing in Europe. As
expected, the market focuses once again on the US economy, which seems
to make a pause after the quick recovery of 2H09. The debate in the US turns
now around the necessity to achieve the stimulus package or prepare
austerity. The answer to this question lies in the situation of the labor market,
which reflects structural changes of the US economy.

Focus: The dynamic of the US job market

The US government has spent almost 60% of the stimulus package to date.
The unemployment rate has only marginally decreased from a peak of 10.1%
in October 2009 to 9.5% in June. Moreover, a large part of this decline is
linked to a decline of active population explained by a discouragement
phenomenon among the long-term unemployed. Does it mean that the current
government policy is unsuccessful and that these poor performances
announce economic difficulties in the months to come?

Despite being slow, we believe that the recovery of US job market is solid and
sound for the following reasons.

e The stimulus package has produced moderate results in terms of
employment but the improvements observed are largely satisfying
given the unique size of the last negative shock linked to the crisis.

e The remaining part of the stimulus will be more corporate oriented and
therefore encourage hiring benefiting job creation.

e The new industrial policy focusing on energy and health is employment
protective.

e The improving corporate sector has already contributed to restart the
process of job creation in the private sector. The turnover observable in
the job market reveals an already favorable dynamic.

e The deleveraging and resulting decline in finance and construction jobs

will have only a limited effect on the level of natural unemployment rate.

e The austerity period will be less painful in comparison to Europe.
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