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“Financial Market Economists”: What Do We Do?

What My Mom Thinks We Do...
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Revisions And Data Quality Have Come Up A Lot In Headlines Lately

So, Is Data Quality Declining From An Economist’s Perspective?e

THE WALL STREET JOURNAL.

English Edition * | Print Edition Video Audio Latest Headlines Puzzles | More

ECONOMY - JOBS

U.S. Added 911,000 Fewer Jobs in the Year
Ended in Marc

Revised job numbers show significantly weaker labor picture than earlier
reports indicated

By Justin Lahart

Updated Sept.9,20251: 43 pmET

“ D Aa [] 2014 % Gift unlocked article 6 g Listen (6min
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First Off, The Jobs Data Is Not As Simple As Counting
Any Lord of the Rings Fans?

COUNT THE NUMBER OF PEOPLE HIRED AND FIRED

imgiip_com -
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Calling Every Firm Is Impossible and Prohibitively Expensive

The Universe Of Firms Span Everything From Mom-And-Pops To Large Multinational Corporations

...all 2,500 staffers at the Bureau

There are 12.4 million i
. -e-assime ea.ch pICKS. up the call of Labor Statistics (BLS) would 34
private (non-governmental) in the firstring, and it lasts 10 .
. . . days without sleep to get to every
firmsin the U.S... minutes...

firm!
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By the time they are done, it will already
be time to collect next month’s data!
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So, Most Macro Data Uses Surveys Instead

How Do Surveys Worke

Population Groups Survey Sample
(Strata)

Random sampling
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The Government Collects Employment Information By Surveying Firms
It's A Very Comprehensive Process To Capture All Types Of Firms

|

Continuously update and
replace samples within
each group (stratum)
every 2-4 years

Firm size (8)

Population Of All
U.S. Businesses Industry (13) 5,200 Groups (Strata)!
(12.4 Million Firms)
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The BLS Sample Covers 630,000 Establishments, Or 26% Of Total Employment

The Benefit Of Surveying Firms Is That An Impressive Share Of Employment Gets Covered!

Current Employment Survey (CES) Sample Coverage
By Number Of Establishments Versus Number Of Persons Employed

m Covered By Sample Not Covered By Sample
100%

90%

80%

70%
= 60%
é The BLS only surveys 5% of all
5 50% establishments in the U.S., but since some
o establishments are huge, it covers a much
P larger share of employment!
0 40%

30%
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10%

o T

By Establishments By Employment

Source: Bureau of Labor Statistics
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Meme Break

Revisions Are A Feature, Not A Bug

Types of Headaches

Migraine Hypertension

¢

Stress "Revisions

i = BadIE)ata
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Not Every Firm Responds In The First Month
But Over 90% Of Firms Respond Within Three Months

Current Employment Survey (CES) Collection Rate 2025 Average

By Reporting Periods (Months)

First Month

Not
Collected,
34.8%

Collected,
65.2%

Source: Bureau of Labor Statistics
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Second Month

Not Collected,
10.4%

Collected
During
Second
Month,
24.4%

Collected During
First Month, 65.2%

Third Month

Collected During Not Collected,
Third Month, 3.0% 7.3%

Collected
During Second

Month, 24.4%

Collected During
First Month, 65.2%

13



As Survey Responses Come In, Data Gets Revised To Be More Accurate
Most Monthly Revisions Are Within £50k...Although They've Been Larger Lately

Monthly Revisions To Nonfarm Payroll Employment
12-Month Average

Recession  m Monthly Revision
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Source: Bureau of Labor Statistics
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Payrolls Get Revised Again Every Year Based On Employment Tax Records
The BLS “Fact Checks” Its Employment Data With Actual Tax Filing Records

Total Revisions To Nonfarm Payroll Employment
12-Month Average

Recession  m Monthly Revision  ® Annual Benchmark Revision
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Source: Bureau of Labor Statistics
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What Do Annual Revisions Capture? New Business Openings And Closings

Surveys Only Reach Existing Businesses That Are On Government Records

Net Job Growth Associated With Business Openings And Closings
12-Month Moving Average

Recession === Actual Net Opening-Closing
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Source: Bureau of Labor Statistics
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Estimating Business “Birth Death” Is Still Better Than Doing Nothing

It's The Lesser Of Two Evils!

Nonfarm Payrolls Average Absolute Estimation “Errors”
With And Without Birth Death Model

M Forecast Error With Birth-Death Model M Forecast Error Without Birth-Death Model
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Forecast Error With Birth-Death Model

Sources: Bureau of Labor Statistics, Payden Calculations
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Forecast Error Without Birth-Death Model
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Meme Break
It Will Be Too Late For Policymakers To Act If They Wait For The “Most Accurate” Data

Payden&Rygel
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There Are More Timely Alternative Indicators For The Labor Market
Weekly Unemployment Benefit Filings, Which Are “Hard” Data, Are A Good Indicator

Initial Jobless Claims
Weekly Unemployment Benefit Filings Are The Timeliest Indicator Of Labor Market Health

A 6,137k
800
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Initial jobless claims always
rise during recessions
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Source: U.S. Department of Labor
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Response Rates Have Been Falling

Lower Response Rates Lead To Larger Revisions

Response Rates Of Labor Market Surveys
Since 2015

e |0bs - Household Survey e |0Dbs - Establishment Survey
100%
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Source: Bureau of Economic Analysis
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Revisions Were Larger In 2024, But Remain Within Historical Norms
Monthly Revisions Are An Artifact Of Survey Data

Monthly Absolute Average Revisions To Nonfarm Payroll Employment, By Year
From First To Final Benchmarked Estimate
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Sources: Bureau of Labor Statistics, Payden Calculations
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U.S. Response Rates Are Still Solid When Compared Globally
The U.S. Has Four Times As Many People As The UK, But Still Has A Much Higher Response Rate

Response Rate Of Labor Surveys In Different Countries
Response Rate As Of 2020 Except For The U.S. And UK, Which Are As Of 2024

m G7 Countries

100% When compared globally, U.S. response rate is not
’ that low, especially given that U.S. has the largest
population among developed countries!!
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60%

Rate

40%

20%

0%

Sources: Eurostat, Bureau of Labor Statistics, Australian Bureau of Statistics, Statistics Canada
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Meme Break
U.S. Data Attracts More Attention But...

U.S. DATA
QUALITY IS SO BAD

Payden&Rygel
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What Can We Learn?
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Back To This WSJ Headline...How Has Our View On The Labor Market
Changed After Revisions?

THE WALL STREET JOURNAL.

English Edition * | Print Edition Video Audio Latest Headlines Puzzles | More

ECONOMY « JOBS Annual Benchmark Revisions

U.S. Added 911,00 Fewer Jobs in the Year
Ended in Marc

Revised job numbers show significantly weaker labor picture than earlier
reports indicated

By Justin Lahart

Updated Sept.9,20251:43 pm ET

“ m Aa [] 2014 % Gift unlocked article 6 g Listen (6min
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Annual Benchmark Revisions Showed Almost No Job Growth In 2025
The U.S. Economy Only Added 116k Jobs For The Entire Year In 2025, Or Only 10k Per Month

Annual Monthly Average Nonfarm Payroll Employment Change
After March 2025 Benchmark Revisions

W Expansion m Recession
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Source: Bureau of Labor Statistics
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However, The Unemployment Rate Has Been Relatively Flat Since 2024

Over The Longer Run, The Unemployment Rate Rose A Full Percentage Point From Cycle-Low

Unemployment Rate Since 2025
Dashed Line Represents 2025 To 2026 Average
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Source: Bureau of Labor Statistics
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The Unemployment Rate Depends On The Labor Force

Labor Force = Total Employment + People Looking For Jobs

Unemployment Rate = % ~ 4%

Unemployed =4

Labor Force
100 People

Payden&Rygel
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The Labor Force Grows Every Year As Population Grows
If The New Entrant Is Employed, We Record A Job Gain, And The Unemployment Rate Stays Flat

Unemployment Rate = % ~ 4%
Job gain +1
Unemployed =4

Joined as employed

Labor Force
101 People

Payden&Rygel
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The Labor Force Grows Every Year As Population Grows

If The New Entrant Is Unemployed, We Record No Job Gain, And The Unemployment Rate Rises

Unemployment Rate = % ~5% A
Job gain 0
Unemployed =5

Joined as unemployed

Labor Force
101 People

Payden&Rygel
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In 2025, There Were No New Entrants To The Labor Force!
So We Recorded No Job Gains, But Unemployment Rate Stayed Flat

Unemployment Rate = % ~ 4%
Job gain 0
Unemployed =4

Labor Force
100 People

Payden&Rygel
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An Aging Population Led To A Shrinking In Labor Force

Older Workers Are Leaving The Labor Force At A Faster Rate

Change In Labor Force Participation
By Age Cohort

05 More older workers retiring
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Sources: Bureau of Labor Statistics, Payden Calculation
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Meme Break
Perhaps Negative Job Growth Is “Fine”

Payden&Rygel

#@ﬁm 2L THIS IS Fine.
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Everything Needs To Come Back To The Fed

We Look At Unemployment & Inflation Trajectory To Project Interest Rates

Fed Cuts Rates When... Fed Hikes Rates When...
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Summary

Data, Revisions, and What It Tells Us About the U.S. Economy

l. How Is Data Collected?

Il. Why Is Data Revised?

1. Are Revisions Getting Larger?

V. What Can We Learn?

Payden&Rygel

Most of the world’s macro data is collected through
surveys.

Revisions are a feature of surveys, not a bug.

Revisions in 2024 were larger than 2023, but within
the historical range of the last four decades.

The U.S. economy didn’t gain jobs in 2025 after
revisions, but a stagnant labor force kept the
unemployment rate stable.
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Any Questions?

Payden&Rygel
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Los Angeles

333 South Grand Ave.
Los Angeles,

CA 90071

USA

Tel+1 213 625 1900

London

1 Bartholomew Lane
London

EC2N 2AX

UK

Tel +44 20 7621 3000

Disclaimer

Boston

265 Franklin Street
Boston,

MA 02110

USA

Tel+1617 807 1990

Milan

Corso Matteotti, 1
20121

Milan

Italy

Tel +39 02 7606 71111

Investment in foreign securities entails certain risks from investing in domestic securities, including
changes in exchange rates, political changes, differences in reporting standards, and, for emerging
market securities, higher volatility. Investing in high-yield securities entails certain risks from investing
in investment grade securities, including higher volatility, greater credit risk, and the issues’ more

speculative nature.

This material is intended solely for institutional investors and is not intended for retail investors or
general distribution. This material may not be reproduced or distributed without Payden & Rygel’s
written permission. This presentation is for illustrative purposes only and does not constitute investment
advice or an offer to sell or buy any security. The statements and opinions herein are current as of the
date of this document and are subject to change without notice. Past performance is no guarantee of

futureresults.
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