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Job Market:  The Good and Bad 
 
 

s we approach the fifth year of economic expansion, monthly job creation has 
been consistently near the thirty year average of 127,000 jobs (Chart 1).  Last 

month was no exception, with 162,000 jobs created.  On the surface, the monthly 
additions may seem encouraging, but the lack of significant job creation has left the 
unemployment rate over 7.50%.  Furthermore, the jobs being filled on a monthly basis 
have not been in fields that are traditionally considered high paying careers.  
 At the basic level, jobs sustain economic growth.  Jobs give households a source 
of income, help build long-term wealth and create optimism that translates into 
economic activity.  Unfortunately, the government cannot create jobs, but can only 
foster or destroy an environment for job creation.  Job creation starts with consumer 
confidence and demand and progresses toward business confidence and earnings.  
When any one of these variables is in question, job creation suffers.   
 In today’s economy, consumer confidence continues to be on the mend but 
spending remains in a weak position due to a lack of strong wage growth (Chart 2).  
Household income has been restricted by the lack of high paying jobs and the growing 
number of workers forced to accept part-time employment.   As the data reflects, there 
is a clear relationship between the decline in wage growth and the increase in the 
number of part-time jobs created (Chart 3).   
 If households are forced to accept less monthly income to sustain employment, 
it is difficult to envision an environment where consumer confidence returns to a level 
that reflects optimism and unrestrained spending.  If consumer spending remains 
restricted, even on a modest basis, business confidence and hiring may fail to bring the 
unemployment rate back below the long-term average. 
 To make matters worse, many businesses may look to reduce the expected costs 
associated with the Patient Protection and Affordable Care Act by cutting employee 
hours or only hiring part-time employees.  This unintended consequence of the 
healthcare legislation will clearly act against any gains associated with the gradual 
improvement in consumer confidence.  
 In an economy where stability remains in question, any job creation may be 
considered a positive.  The wealth effect created by job stability and wage growth is 
critical in a period of time when households are also increasing their savings rate and 
paying down debt.  In order for the economy to achieve sufficient stability that would 
allow the Federal Reserve to reduce its influence on the economy, there needs to be an 
improvement in the industries associated with higher paying jobs.   
 It is our hope that necessary household replacement cycles, savings exhaustion, 
improved balance sheets and increasing confidence will continue to drive the economy 
forward and will ultimately produce the jobs necessary to sustain a full economic 
recovery.   Until this dynamic takes hold, we anticipate continual stimulus from the 
Federal Reserve and further market volatility. 
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Please remember that past performance may not be indicative of future results.  Different types of investments involve varying degrees of risk, and there can be no assurance that the future performance 
of any specific investment, investment strategy, or product (including the investments and/or investment strategies recommended or undertaken by Valicenti Advisory Services, Inc.), or any non-
investment related content, made reference to directly or indirectly in this newsletter will be profitable, equal any corresponding indicated historical performance level(s), be suitable for your portfolio or 
individual situation, or prove successful.  Due to various factors, including changing market conditions and/or applicable laws, the content may no longer be reflective of current opinions or positions.  
Moreover, you should not assume that any discussion or information contained in this newsletter serves as the receipt of, or as a substitute for, personalized investment advice from Valicenti Advisory 
Services, Inc. To the extent that a reader has any questions regarding the applicability of any specific issue discussed above to his/her individual situation, he/she is encouraged to consult with the 
professional advisor of his/her choosing. Valicenti Advisory Services, Inc. is neither a law firm nor a certified public accounting firm and no portion of the newsletter content should be construed as 
legal or accounting advice. A copy of the Valicenti Advisory Services, Inc.’s current written disclosure statement discussing our advisory services and fees is available for review upon request.
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