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A Summer Setback in Jobs Doesn’t 

Mean a Double-Dip Recession 

The odds are rising that July will produce a poor employment report in the U.S.—possibly even retrenching 

into negative territory and including further signs of the long-term labor force damage as more workers 

become permanently separated from their jobs. Nevertheless, as long as Congress delivers a fourth stimulus 

bill that continues to support the incomes of those out of work, the U.S. economy should be able to continue 

its slow recovery. 

Last week’s initial claims data added further reason to be more cautious about the July jobs report, as it 

aligned with the payroll reference week—the week in which the survey for the July employment report is 

taken, which includes the 12th of the month—and notched its first increase since March.  

Rising COVID-19 cases, greater restrictions across many states, and uncertainty over a fourth fiscal bill—and 

therefore financial uncertainty—have led consumers to pull back on spending and activities such as dining 

at restaurants. Consumer demand is the biggest driver of business activity, and if consumer demand pulls 

back in July—as high-frequency data suggests—businesses may respond by laying off workers. This would 

have big implications for the July employment report, which is scheduled to be released on Friday, August 7. 

In fact, high-frequency employment data have shown deteriorating trends throughout the month, 

particularly during the payroll reference week, suggesting the July jobs report will be weaker: 

Employment trends 

 The Census Bureau’s Pulse Survey, which correctly signaled the direction of the last jobs 

report, showed employment falling 6.7 million between the June and July payroll reference weeks. 

Source: Census Bureau. As of July 24, 2020. 
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 Initial claims rose for the first time since March during the payroll reference week, after 

remaining stubbornly above 1 million per week, compared with the pre-crisis average of just over 

200,000 per week. While initial claims are more volatile in July, the increase suggests a more 

precarious labor market situation in July, as it signals job separations remain elevated. 

Source: Bloomberg. As of July 28, 2020. 

 

 Other data, such as Homebase employment, has trended sideways throughout the month after 

showing considerable improvement in May and June—matching the trend in nonfarm payrolls. 

Homebase is a scheduling and time-tracking tool used by over 100,000 local businesses and hourly 

employees. The daily data provides a high-frequency view into how employment is faring among 

small businesses across the country. 

Source: Bloomberg. As of July 28, 2020. 
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Are companies hiring? 

The June employment report was a positive beat, noting a 4.8 million rise in nonfarm payrolls. However, 

the details revealed a more precarious labor market position. Underneath the hood of the topline number 

were 7.5 million workers who were separated from their jobs—going from employed to unemployed or out of 

the labor force. While job separations were high in June, the surge in people becoming employed gave it a 

positive beat. This is important because if job separations remain elevated—seen in the weekly initial claims 

data—and hiring does not keep up, the headline employment number would deteriorate. 

In fact, additional high-frequency data has shown more cautious signs on hiring: 

 The trend in weekly job postings weakened in July compared to June—down 16.9% from its 

January benchmark during the week-ended July 17, compared with up 5.4% at the end of June. 

Source: tracktherecovery.org. As of July 28, 2020. 

The road ahead 

The June employment report also showed a rise in the permanently unemployed. The share of those 

unemployed noting permanent layoff rose from 11.1% in April to 20.9% in June, while the share of 

temporary layoffs fell from 78.3% in April to 59.5% in June. Though some of the temporary layoff decline 

may be those returning to work, the rising permanent layoffs suggests a slower decline in the unemployment 

rate over the months and quarters ahead. 

Source: Bloomberg. As of July 28, 2020.  
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With an unemployment rate of 11.1% in June, a U-6 unemployment rate—which includes marginally 

attached workers and those employed part-time for economic reasons—at 18%, and employment still 14.66 

million below February levels, it is clear that the labor market has a long road ahead before returning to pre-

crisis levels. 

The impact—or lack thereof 

The stock market has a tendency to react to the monthly jobs reports, particularly when the results are 

significantly different from consensus expectations. Despite high-frequency data pointing to worsening 

labor market conditions in July, the current Bloomberg consensus is for about a 2 million rise in nonfarm 

payrolls. 

Source: Bureau of Economic Analysis. As of July 28, 2020. 

 

However, during the current crisis, the impact of the unemployment rate on economic activity and spending 

is much less than has historically been the case. This is due to massive fiscal support, which has boosted 

personal income above levels prior to COVID-19—which has supported spending and loan repayments. 

While the fourth fiscal bill is still being negotiated in Congress, a poor jobs report would put additional 

pressure on the federal government to enact and maintain supportive policies, such as additional 

unemployment insurance benefits and a second round of stimulus checks. 

Though consumers’ fears amid high and rising COVID-19 cases still threatens spending—particularly in 

sectors such as leisure, hospitality, bars, restaurants, and travel—if a bill with sufficient income support is 

passed and continued support is signaled, it is likely that overall consumer spending would pick back up, 

even if a portion goes into savings, and the labor market could resume its rally. While the recovery in the 

labor market is set to be more gradual than in May and June, and will likely have a wavy path, a poor July 

jobs number doesn’t signify an end to the current recovery. 
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Barings is a $327+ billion* global financial services firm dedicated to meeting the evolving investment and capital needs of our clients 

and customers. Through active asset management and direct origination, we provide innovative solutions and access to differentiated 

opportunities across public and private capital markets. A subsidiary of MassMutual, Barings maintains a strong global presence with 

business and investment professionals located across North America, Europe and Asia Pacific. 
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Any forecasts in this document are based upon Barings opinion of the market at the date of preparation and are subject to change without 

notice, dependent upon many factors. Any prediction, projection or forecast is not necessarily indicative of the future or likely 

performance. Investment involves risk. The value of any investments and any income generated may go down as well as up and is not 

guaranteed. Past performance is no indication of current or future performance. PAST PERFORMANCE IS NOT NECESSARILY 

INDICATIVE OF FUTURE RESULTS. Any investment results, portfolio compositions and or examples set forth in this document are 

provided for illustrative purposes only and are not indicative of any future investment results, future portfolio composition or investments. 

The composition, size of, and risks associated with an investment may differ substantially from any examples set forth in this document. 

No representation is made that an investment will be profitable or will not incur losses. Where appropriate, changes in the currency 

exchange rates may affect the value of investments. Prospective investors should read the offering documents, if applicable, for the details 

and specific risk factors of any Fund/Strategy discussed in this document. 

Barings LLC, Barings Securities LLC, Barings (U.K.) Limited, Barings Global Advisers Limited, Barings Australia Pty Ltd, Barings Japan 

Limited, Baring Asset Management Limited, Baring International Investment Limited, Baring Fund Managers Limited, Baring 

International Fund Managers (Ireland) Limited, Baring Asset Management (Asia) Limited, Baring SICE (Taiwan) Limited, Baring Asset 

Management Switzerland Sàrl, and Baring Asset Management Korea Limited each are affiliated financial service companies owned by 

Barings LLC (each, individually, an "Affiliate"), together known as "Barings." Some Affiliates may act as an introducer or distributor of the 

products and services of some others and may be paid a fee for doing so. 

NO OFFER:  

The document is for informational purposes only and is not an offer or solicitation for the purchase or sale of any financial instrument or 

service in any jurisdiction. The material herein was prepared without any consideration of the investment objectives, financial situation or 

particular needs of anyone who may receive it. This document is not, and must not be treated as, investment advice, an investment 

recommendation, investment research, or a recommendation about the suitability or appropriateness of any security, commodity, 

investment, or particular investment strategy, and must not be construed as a projection or prediction. 

 

In making an investment decision, prospective investors must rely on their own examination of the merits and risks involved and before 

making any investment decision, it is recommended that prospective investors seek independent investment, legal, tax, accounting or other 

professional advice as appropriate.  

Unless otherwise mentioned, the views contained in this document are those of Barings. These views are made in good faith in relation to 

the facts known at the time of preparation and are subject to change without notice. Individual portfolio management teams may hold 

different views than the views expressed herein and may make different investment decisions for different clients. Parts of this document 

may be based on information received from sources we believe to be reliable. Although every effort is taken to ensure that the information 

contained in this document is accurate, Barings makes no representation or warranty, express or implied, regarding the accuracy, 

completeness or adequacy of the information.  

Any service, security, investment or product outlined in this document may not be suitable for a prospective investor or available in their 

jurisdiction.  
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