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Initial Jobless Claims Rise, State & Local Jobs 
Still Below Financial Crisis Level, More Job 
Cuts Loom
Summary

• Jobless claims data released this morning came in at 898,000, which is worse 
than the 825,000 consensus estimate. Today’s results point to the possibility 
that the tepid labor market recovery we have seen recently may be losing 
steam.

• State and local governments immediately began cutting employment rosters 
at the beginning of the COVID-19 crisis. In April, state and local governments 
slashed employment by almost 1 million, quickly surpassing the worst job 
losses we saw in the wake of the 2008 Financial Crisis. Total state and local 
employment as of September 2020 remains below the trough of the post-
financial crisis period.

• Public finance related layoffs have been piling up and could continue without 
direct federal relief as governments and other entities balance budgets. 

• The economic and labor market recoveries seem to have evened out–we cite 
some data below.

Labor Market Picture Remains Challenged
Jobless claims data released this morning came in at 898,000, which is worse than 
the 825,000 consensus estimate and 53,000 higher than last week’s result, per 
today’s Labor Department release. The largest increases in initial claims by state 
were in Florida (+9,933), Massachusetts (+4,021) and North Carolina (  +2,907). The 
highest unemployment rates by state (as of Sept. 26) are in Hawaii (17.9%), California 
(16.1%), and Nevada (12.5%). 
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Today’s results point to the possibility 
that the tepid labor market recovery 
we have seen recently may be losing 
steam.

https://www.dol.gov/ui/data.pdf
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Today’s results point to the possibility that the tepid labor market recovery we have 
seen recently may be losing steam and evening out. Continuing claims fell by about 
1.2 million, but this could be a reflection of the exhaustion of benefits and not because 
individuals are finding work. See more in our Oct. 15 economic commentary, Labor 
Market Gains Fading.

State and Local Government Jobs Remain Below Financial Crisis Low
State and local governments immediately began cutting employment rosters at 
the beginning of the COVID-19 crisis. In April, state and local governments slashed 
employment by almost 1 million which took total state and local employment down to 
18.878 million (April 2020). These government jobs bottomed out at 18.380 million 
in May and have come back slightly to 18.675  million (September 2020), but last 
month’s number remains below the worst of the post-financial crisis period when 
employment bottomed out at 19.054 million (July 2013).

The question now is, what is the likely path for state and local jobs considering 
Washington lawmakers have yet to come to an agreement on a fifth phase of 
COVID-19 relief? 

We have noted that there are a handful of states that are expecting general fund 
revenues to be down by over 20% in FY21 per Center on Budget and Policy Priorities 
forecasts. Another handful of states expect revenues to be down 10-19%. Under a 
scenario where state and local government must grapple with revenue losses like this, 
it is very likely that additional employment adjustments could be necessary. This could 
come in different waves. State governments at mid-fiscal year will revisit actual revenue 
results with budgeted forecasts and make adjustments that could potentially become 
reality in the first quarter of 2021. State-level adjustments could also negatively impact 
local government budgets if state aid, sometimes a significant revenue sources for local 
governments, is lowered. This process could repeat itself from the beginning to the 
middle of the summer of 2021 when state and local prepare budgets for the next fiscal 
year.

Essential Workers
State and local government workers are on the front lines of the country’s COVID-19 
pandemic response. Some positions are being eliminated to balance budgets at a time 
when they are needed most. There seemed to be an increase in recognition of the 
importance essential workers play in community after community in recent months. 
State and local government workers make up the largest share of essential workers. 
Certain areas of the country and select states will be able to weather this storm better 
than others, as we have shown here (page 3). 

Why Has the Labor Market Not Recovered? 
While economic activity has recovered somewhat since the depths of the April 2020 
COVID-19 related shutdowns, most indicators illustrate there is still a gap between 
where we currently are and where “normal” would be. The Dallas Fed’s Weekly 
Economic Index (WEI) has been gradually improving since May, but it still has some 
ways to go before it returns to a pre-COVID-19 level. A very similar message exists 
when we look at Hours Worked by Hourly Employees. A key indicator we have been 
tracking since the Spring is the Dallas Fed’s Mobility and Engagement (MEI). The Dallas 
Fed’s MEI recovered swiftly from the end of April to the middle of June, but the MEI 
has remained locked in a range between -32 and -41 since the middle of June. These 
recent results indicate to us the challenges facing economic activity and the labor 
market rebound.

Continuing claims fell by about 1.2 
million, but this could be a reflection 
of the exhaustion of benefits and not 
because individuals are finding work.

State governments at mid-fiscal year 
will revisit actual revenue results 
with budgeted forecasts and make 
adjustments that could potentially 
become reality in the first quarter of 
2021.

While economic activity has 
recovered somewhat since the 
depths of the April 2020 COVID-19 
related shutdowns, most indicators 
illustrate there is still a gap between 
where we currently are and where 
“normal” would be.

https://www.hilltopsecurities.com/media/4215/hts-economic-commentary-oct-15.pdf
https://www.hilltopsecurities.com/media/4215/hts-economic-commentary-oct-15.pdf
https://www.hilltopsecurities.com/media/4189/municipal-commentary_10720-v4.pdf
https://www.hilltopsecurities.com/media/4189/municipal-commentary_10720-v4.pdf
https://www.hilltopsecurities.com/media/4189/municipal-commentary_10720-v4.pdf
https://www.brookings.edu/blog/the-avenue/2020/08/03/state-and-local-governments-employ-the-highest-share-of-essential-workers-congress-is-failing-to-protect-them/
https://www.hilltopsecurities.com/media/4189/municipal-commentary_10720-v4.pdf
https://www.hilltopsecurities.com/media/4189/municipal-commentary_10720-v4.pdf
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The Dallas Fed’s WEI and MEI Still Very Much Below pre-COVID-19 Crisis Levels
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Daniel J., Mertens, Karel, and Stock, James H., and HilltopSecurities.

Additional Layoffs Have Been Announced in recent Week, and More Loom
This slumping economic activity is having an impact across labor markets in many 
sectors beyond those sectors hardest hit by the pandemic like travel and entertainment. 
Last week, Fed Chair Powell warned of the downward spiral layoffs can accentuate 
have on an economy as it struggles to recover, in a speech to the National Association 
of Business Economics.

Thousands of layoffs have been announced in recent weeks. The evidence is piling up 
in notification after notification. Disney announced cuts concentrated in California and 
Florida of its resort business. Allstate is going to cut 8% of its workforce and Exxon is 
axing 1,600 jobs. Airline workers are bracing for mass layoffs across several carriers. 
Retailer Kohls is set to get rid of 15% of office positions.

Public finance related layoffs remain plentiful:
• Hillsborough, Florida schools announced they will not fill 400 vacant positions 

and another 333 positions (of which 105 are teachers) will be eliminated
• Baltimore City Schools are set to lay-off 450 employees
• Airport workers in Hawaii (600), Alaska (140 food service) and in Las Vegas 

(940) are scheduled to be laid off
• Hospital workers in Iowa City, Iowa are to be laid off in November
• The University of Delaware announced layoffs amid a budget shortfall
• The University System of Maryland warned layoffs could be coming
• Rutgers, after laying off 900, says more cuts could be coming
• Ithaca College, Duke, and University of Memphis continued layoffs
• Cook County, Illinois president proposed to cut vacant positions to balance 

budget

This slumping economic activity 
is having an impact across labor 
markets in many sectors beyond 
those sectors hardest hit by 
the pandemic like travel and 
entertainment.

Thousands of layoffs have been 
announced in recent weeks and the 
evidence is piling up in notification 
after notification.

https://thehill.com/policy/finance/519797-powell-warns-of-downward-spiral-of-layoffs-recession-without-further
https://www.bloomberg.com/news/articles/2020-09-30/disney-shell-cuts-mark-warning-sign-for-global-economic-rebound?sref=0P2L4g2B
https://apnews.com/hub/layoffs
https://www.cnbc.com/2020/10/05/exxon-to-cut-1600-jobs-across-europe-as-oil-rout-weighs.html
https://www.cnbc.com/2020/10/05/exxon-to-cut-1600-jobs-across-europe-as-oil-rout-weighs.html
https://apnews.com/article/virus-outbreak-layoffs-airlines-detroit-2dab8bf97c9aa97781d07543cd5ddfe0
https://apnews.com/article/california-virus-outbreak-layoffs-milpitas-aa41fd4eb2848c3c9a1298ed15438e07
https://www.tampabay.com/news/education/2020/10/14/hillsborough-superintendent-offers-details-on-job-cuts-in-the-schools/
https://apnews.com/article/virus-outbreak-layoffs-archive-baltimore-b43956c7398ba4fb3357f4b9addc8055
https://www.staradvertiser.com/2020/10/14/breaking-news/more-than-600-hmshost-airport-workers-to-be-laid-off-in-hawaii/
https://apnews.com/article/virus-outbreak-layoffs-anchorage-fairbanks-alaska-3bbe6e5ef18a56f5d6a301b35c0cc493
https://apnews.com/article/virus-outbreak-air-travel-nevada-pandemics-travel-4a10152a868cef7e0fb046916a8bf6e2
https://apnews.com/article/virus-outbreak-air-travel-nevada-pandemics-travel-4a10152a868cef7e0fb046916a8bf6e2
https://www.thegazette.com/subject/news/health/mercy-iowa-city-to-layoff-29-employees-20201007
https://www.delawareonline.com/story/news/2020/09/24/university-delaware-announces-layoffs-budget-deficit-nears-250-million/3516189001/
https://apnews.com/article/maryland-virus-outbreak-layoffs-archive-4e27a41a64c23c1d2f22cce71e627f9d
https://www.nj.com/education/2020/10/after-900-layoffs-and-6400-furloughs-rutgers-says-more-cuts-are-coming.html
https://www.forbes.com/sites/michaeltnietzel/2020/10/09/universities-continue-their-pandemic-related-layoffs-ithaca-college-duke-and-the-university-of-memphis-among-the-latest/#596f0eb53c66
https://chicago.suntimes.com/politics/2020/10/15/21516859/cook-county-layoffs-vacant-positions-preckwinkle-budget-covid-19-health
https://chicago.suntimes.com/politics/2020/10/15/21516859/cook-county-layoffs-vacant-positions-preckwinkle-budget-covid-19-health
https://www.bloomberg.com/news/articles/2020-09-30/disney-shell-cuts-mark-warning-sign-for-global-economic-rebound?sref=0P2L4g2B
https://www.bloomberg.com/news/articles/2020-09-30/disney-shell-cuts-mark-warning-sign-for-global-economic-rebound?sref=0P2L4g2B
https://apnews.com/hub/layoffs
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Recent HilltopSecurities Municipal Commentary
• Fed’s Important, Supportive MLF Offered to Public Finance Entities & Municipal 

Bond Market Should Be Extended, October 14, 2020
• Heavy Supply, Positive Flows (Returned), Rising Benchmark Yields in the 

Municipal Market, October 9, 2020
• Still No Full Recovery for State & Local Governments, nor Hours Worked, 

October 7, 2020
• White House Walks Away from COVID-19 Relief Talk Table, October 6, 2020
• 29 days, October 5, 2020
• President Trump Tests Positive, October 2, 2020
• Election 2020: Results Will Impact the Economy, Markets, and Municipal 

Bonds, September 29, 2020
• How Long Will We Work From Home?, September 25, 2020
• Rush to Market Continues, $14 Billion of Municipal Issuance Coming Next 

Week, September 18, 2020
• "March to Common Ground" Bipartisan Proposal Calls for $500 Billion for 

State/Local Governments, September 15, 2020
• Municipal Issuers Rushing to Market Before Election “Month”, September 14, 

2020
• Watching How U.S. Fiscal and Monetary Policy Impacts the Municipal Bond 

Market, September 8, 2020

Readers may view all of the HilltopSecurities Municipal Commentary here.
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