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DEFINITION

WHY IT IS IMPORTANT

I. Macroeconomic indicators
overview

Macroeconomic indicators are statistics or data readings that reflect the
economic circumstances of a particular country, region, or sector.
Analysts and governments use them to assess the current and future health
of the economy and financial markets.

They have a significant influence on market movements. The can also create

volatility in the market.

Market participants will be keeping an eye on analysts’ predictions of the
data ahead of their release.
The bigger the difference between the analysts’ prediction and the figures,
the more volatility can be expected in financial market.

Figure 1. Vietnam’s inflation by month

Figure 2. Vietnam’s industrial production by sector
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Figure 3. Vietnam’s retail sales by month

Source: GSO, KIS

Figure 4. Vietham’s trade balance by month
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Il. Unemployment rate

DEFINITION = The unemployment rate is the percentage of the labor force without a job. It is
a lagging indicator
= If the unemployment rate increases MoM over a period of time, it tends to
indicate that the overall economy has been declining in health.
= If employment rates fall, it means that businesses have finally give up hope that
the situation will improve and have started to lay off their workers.

WHY IT IS

IMPORTANT = Investors also use current unemployment statistics to look at which sectors are

losing jobs faster. They can then determine which sector-specific mutual funds
to sell.

= While the unemployment rate is an important economic indicator, it doesn't
capture the full scope of unemployment and underemployment.

= When the unemployment rate reaches 6% to 7%, as it did in 2008, the
government gets concerned and tries to create jobs through stimulating the
economy. It may also extend unemployment benefits to prevent the recession
from deepening. Studies show that extended unemployment benefits are the
best way to boost the economy

Figure 6. U.S. Average Hourly Earnings of All

Figure 5. Historical U.S unemployment rate Employees by month
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Note: August figure is the market consensus Source: Bloomberg, KIS

As can be observed that the U.S. Unemployment rate was recorded at 3.50%
in July-lower than the previous month. The unemployment rate in the United
States is expected to be 3.50 percent by the end of this quarter. It is believed
that in the long-term, the United States Unemployment Rate is projected to
trend around 3.60 percent in 2023 and 3.80 percent in 2024



I1l. Non-farm payrolls

DEFINITION -

WHY IT IS IMPORTANT .

Figure 5. Historical U.S nonfarm payroll

Non-farm payrolls is the measure of the number of workers in the U.S.
excluding farm workers and workers in a handful of other job
classifications.

This is measured by the Bureau of Labor Statistics (BLS) which surveys
private and government entities throughout the U.S. about their payrolls.
The BLS reports the non-farm payroll numbers to the public on a
monthly basis through the closely followed “Employment Situation”
report.

If non-farm payrolls are expanding, the increase is an indication that the
economy is growing.

However, if increases in non-farm payroll occur at a fast rate, this may
lead to an increase in inflation and that may be viewed as a negative
for the economy. Data on wage growth and the rate of unemployed,
which are also included in the monthly jobs report, will also help shape
inflation expectations and estimates for future economic growth

Figure 6. U.S. nonfarm employment change by
sector in July
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The average of the U.S. non-farm payrolls witnessed an average increase of
470 thousand jobs each month in the first half. The market is expecting that total
nonfarm employees to increase by 300 thousand in August. In the long-term,
the United States’ nonfarm payrolls is projected to trend around 280 thousand

in 2023.

New York Federal Reserve President John Williams said on Tuesday 30th
August 2022 that “the central bank will likely need to get its policy rate about
3.50% and is unlikely to cut interest rates at all next year as it fights inflation”.



IV. Reason to check those indicators
at this time

The interaction term between the federal funds rate and business confidence
has a negative relationship with the unemployment rate, indicating that a
decrease in business confidence and the federal funds rate would actually
produce an increase in the unemployment rate.

Job gains have increased in recent months, and the unemployment rate has
remained low at 3.5% in July. Inflation remains elevated, reflecting supply and
demand imbalances related to the pandemic, higher energy prices, and broader
price pressures.

Currently, the unemployment rate is as low as 3.5% and employers are
struggling to fill vacancies. This is also the reason for rising wages, raising
concerns about a possible wage-price spiral (the economic term that describes
rising inflation due to higher wages). Therefore, FED is watching these
indicators closely to appropriately adjust their policy.
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