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On Friday, the U.S. Bureau of Labor Statistics released its employment report for the month of May. To the surprise 
of many, the economy added 2.5 million jobs during the month, which was a sharp contrast from the projected 
figure of 8.3 million job losses. Not surprisingly, the unemployment rate dropped from April’s 14.7% figure to 
13.3% for May; economists had predicted that May’s unemployment rate would be 19.5%. These unexpected data 
points have further fueled the equity market rally with the S&P 500 returning 2.6% on Friday when the report 
was released, and it has continued its upward trajectory into this week as well. Furthermore, Treasury yields have 
risen based on optimism about economies re-opening and the presumption that the worst is behind us from an 
economic bottoming perspective. Markets are forward looking and appear to be pricing in further recovery as 
2020 progresses. The stimulus policies and limited re-openings seem to have had an early effect and the data may 
suggest that the damage was not as deep as expected. However, despite the positive sentiment about the jobs 
report, there is some concern that a classification anomaly for job losses may have inflated Friday’s numbers. 

More specifically, the report had a misclassification issue where employees who were temporarily laid-off were 
considered employed. If corrected, the unemployment rate should be 3% higher. Additionally, the data collection 
for the report was through the first week of May and further job losses and lay-offs for the remainder of the month 
were not addressed.

Compared to the trends from March and April, the reported figures are moving in the right direction, even though 
this classification issue makes the numbers from Friday appear a bit more optimistic than reality. Ultimately, the 
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Jobs data moving in the right direction despite misclassification issue
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unemployment rate is the highest since the Great Recession and recovered payrolls are only about 10% of those 
that were wiped out during the pandemic. So while the data shows that the market is heading in the right 
direction, it is too early to make conclusive decisions about the state of recovery until we see a more sustained 
pattern of job creation and economic growth. 


