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Tom: What changes are occurring within the US labor market?

Amy: The US labor force is in flux, with some portions growing and others contracting. The technology 
sector over-hired during the pandemic and now must cut employees to respond to slowing sales. 
Conversely, the economy is still recovering jobs in the largest portions of the market: hospitality  
and leisure, construction, and health care services. Other forces are also tightening labor, including  
an accelerated wave of baby boomer retirements (2-3 million since 2019), long-Covid losses  
(about 1 million), and the lack of a consistent immigration policy. Overall labor force participation—
the percentage of adults either employed or actively seeking work—has been in decline since 1999,  
a long-term issue and headwind to potential GDP growth. Prime age worker participation is improving.

The labor market has recovered the jobs lost to the pandemic, reaching a new labor-force high of 
155 million people. Concurrently, the unemployment rate has fallen to 3.4%, the lowest rate since 
the late 1960s. Over 4.8 million jobs were added in 2022, yet 11 million job openings remain—two 
for every unemployed person.

tandemwealth.com © 2023 Tandem Wealth Advisors LLC. All rights reserved.



tandemwealth.com © 2023 Tandem Wealth Advisors LLC. All rights reserved.

Tom: How does a strong labor market 
effect monetary policy?

Amy: A strong job market supports 
consumer spending—a headwind to the 
Fed’s campaign to slow inflation—possibly 
forcing the Fed to raise interest rates higher 
than investors currently expect. One year 
into the hiking cycle, inflation is slowing 
(Consumer Price Index (CPI)), yet some 
portions of inflation remain stubbornly 
high. Specifically, service inflation remains 
elevated as consumers switched buying 
habits from goods to services (restaurants, 
hotels, airfare, healthcare). As long as jobs 
are plentiful, inflation can stay elevated, 
forcing interest rates higher. 

The Fed is resolute in its fight to reduce 
inflation closer to its 2% target. Its 
aggressive tightening campaign, in addition 
to tighter bank lending standards, will 
eventually work its way through the 
economy, forcing companies to react to 
higher costs by cutting jobs to maintain 
profit margins and earnings. Employment is 
considered a lagging economic indicator because of the time it takes for monetary policy to play out. 
Eventually, though, net job additions will slow as higher rates slowly infiltrate the economy, allowing 
the Fed to end this tightening cycle.

US Labor Force Sector % of Labor Force

Health care and social assistance 13.59%

Professional and business services 13.03%

Retail trade 10.29%

Manufacturing 9.62%

Educational services 8.76%

Leisure and hospitality 8.67%

Construction 7.45%

Financial activities 6.97%

Transportation and warehousing 5.50%

Public administration 4.85%

Other services 4.76%

Wholesale trade 2.00%

Information 1.81%

Agriculture, forestry, fishing, and hunting 1.45%

Utilities 0.87%

Mining, quarrying, and  0.38% 
oil and gas extraction 

Note: Technology sector jobs are 2.7% of total market, included 
within Professional Services 

Source: US Bureau of Labor Statistics, Bloomberg
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Disclosures

Tandem Wealth Advisors LLC (“Tandem”) is an SEC-registered investment adviser. 

The information published herein is provided for informational purposes only and does not constitute an offer of investment 
advisory services. All information is subject to change without notice. Nothing contained herein constitutes financial, legal, tax, 
or other advice. No investment process is free of risk, and investors may lose all their investments. Past performance is not 
indicative of current or future performance and is not a guarantee. The opinions expressed in this document may not fit your 
risk and return preferences. The information provided is obtained from sources believed to be reliable, but we cannot attest  
to its accuracy. Past performance is not necessarily indicative of future returns. 

Certain information contained herein constitutes “forward-looking statements,” which can be identified by the use of forward-
looking terminology such as “may,” “will,” “should,” “expect,” “anticipate,” “project,” “estimate,” “intend,” “continue,” or “believe,” 
or the negatives thereof or other variations or comparable terminology. Due to various risks and uncertainties, actual events, 
results, or actual performance may differ materially from those reflected or contemplated in such forward-looking statements. 
Nothing contained herein may be relied upon as a guarantee, promise, assurance, or a representation of future events or 
conditions. 

Additional copies of Tandem’s ADV Part 2A and/or Privacy Policy are available upon request by phone at 602-297-8600 or  
by email at info@tandemwealth.com.


