Job gains resume, with a sharp decline in the
unemployment rate

=  Unemployment rate (June; nsa): 2.65%; Banorte: 3.03%; consensus:
3.00% (range: 2.90% to 3.07%); previous: 2.93%

=  Part-time workers: 7.9% (previous: 8.1%); Participation rate: 60.1%
(previous: 60.0%)

=  InJune, 419.1 thousand jobs were created, better than the gains seen in
the last two years, but not enough to reverse April and May’s losses

=  The labor force increased by 258.4 thousand, with those unemployed
decreasing by 160.6 thousand. The combination of these factors explains
the fall in the unemployment rate

=  The participation rate came in slightly higher, while the part-time rate
moderated once again. Qutside of the labor force, those catalogued as
‘available for work’ declined by 404.3 thousand

=  Seasonally adjusted, the unemployment rate also had an improvement,
standing at 2.68% from 2.97%

= In the informal sector, 568.1 thousand jobs were created, while 250.6
thousand positions were lost in the formal sector. As such, the
informality rate climbed to 55.5% (previous: 55.2%)

=  Average hourly wages came in at $53.39 (previous: $55.89), with the
annual pace at +9.6% (previous: 14.5%), continuing with a positive
trend as a combination of several factors keep pushing them higher

=  We believe that the tightness in the labor market will continue in the
short-term, although we remain on the look to the performance of
indicators in a context of a possible moderation in activity

The unemployment rate falls sharply in June, accompanied by more job
posts. With original figures, the rate stood at 2.65% (graph below, left), lower
than consensus (3.00%) and our estimate (3.03%). This is likely related to good
economic conditions, with strong activity that demands additional jobs to fuel
further growth. We also note a mild seasonal skew related to the start of the
summer holidays what this entails on the composition of the labor force. As such,
in seasonally adjusted terms, the rate fell to 2.68% from 2.97%, remaining below
3% for an eighth consecutive month. Back to original data, the labor force
increased by 258.4 thousand, with +419.1 thousand employees and -160.6
thousand unemployed. Job gains were higher than those seen in the last two years
(228.0 thousand on average). The result puts a stop to the losses seen in the last
two months and implies that 726.9 thousand positions have been created so far
this year, with +1.3 million jobs in the last 12 months. In this context, the
participation rate rose to 60.1% from 60.0%. Meanwhile, people outside the labor
force decreased by 1.8 thousand, with a drop in those ‘available to work’ (-404.3
thousand), albeit with those ‘not available’ climbing by 402.5 thousand.
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This result suggests that the loss of positions in the last two months doesn’t relate
to a deterioration in the labor market, but more to a temporary distortion. In this
backdrop, total employees reached 58.7 million. As in previous reports, we added
those ‘available for work’ not in the labor force both to the unemployed and the
labor force to better reflect labor market conditions. With this, the ‘expanded’
unemployment rate stood at 10.11%, down 84bps relative to May and in line with
other figures in the report.
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New positions focused in the informal sector, with wage gains continuing.
The informal sector added 568.1 thousand new positions, with the formal branch
shedding 250.5 thousand jobs. As a result, the informality rate increased to 55.5%
(previous: 55.2%). By sectors, employment in primary activities rose by 87.5
thousand positions, with services up by 50.1 thousand. In the latter, restaurants
and lodging led gains (+356.7 thousand), albeit with notable losses in commerce
(-217.6 thousand). However, the driver behind the expansion was industry at
+287.4 thousand. Inside, both manufacturing (+192.0 thousand) and construction
(+147.5 thousand) had relevant increases. On the other hand, the part-time rate
moderated to 7.9%, further below its long-term average. Finally, the average
hourly wage came in at $53.39, lower by $2.50 vs. the previous month. However,
the annual rate maintained a healthy pace of expansion at 9.6% (previous:
+14.5%). The result continues to be influenced by previously built-up inflationary
pressures and the lighthouse effect from the increase in the minimum wage at the
beginning of the year. However, we believe the effects of the latter are being
amplified given tight conditions in the labor market.

INEGI's employment report
Non-seasonally adjusted figures

% Jun-23 May-23 Difference
Unemployment rate 2.65 2.93 -0.28
Participation rate 60.1 60.0 0.1
Part-time workers rate 7.9 8.1 0.2
Formal employment 445 448 0.3
Informal employment? 55.5 55.2 0.3
Working in the informal economy 28.9 28.2 0.6
Working in the formal economy 26.6 26.9 0.3

Note: Differences might not match due to the number of decimals allowed in the table. Source: INEGI

! Informal employment considers workers not affiliated to the Social Security Institutes (IMSS and ISSSTE)
and the armed forces. However, those in the formal economy do pay some form of income tax

2



Tightness in the labor market prevails, likely extending to coming months.
We continue to think that the job creation will continue for the remainder of the
year. This is based on our constructive view on economic activity, despite some
signs of a moderation in specific sectors. As such, we could see some divergent
trends in the demand for labor. In addition, we anticipate that wages will continue
climbing, supported by tightness in the market, remembering that the
unemployment rate remains below 3% and levels which we consider to be full
employment.

According to an analysis carried out by Coparmex, along with IMCO, currently
40% of the member companies report that their main challenge is the difficulty in
filling their positions. By sectors, manufacturing and wholesales are those that
face the biggest challenges of personnel insufficiency. In line with the latter, the
report ‘Risks in Mexico and Central America 2023. Strengthen the resilience
given global uncertainty’ by KPMG Mexico, concluded that 68% of the surveyed
companies considered that the main internal risk is the lack of trained personnel.
In this regard, we believe that this factor will continue to be relevant —especially
in the north and in the Bajio regions— due to the effect of nearshoring. Finally,
staff turnover is another factor that is on the rise —at least since the pandemic—,
and of which we will continue to pay attention, especially due to its effects on the
dynamism of the labor market.

Based on the latter, we anticipate that the tightness of the market will continue in
the short-term, although not ruling put some mild volatility in figures, as
evidenced by the last two months. However, we will continue to follow closely
the indicators as the pace of expansion in activity likely moderates in 2H23,
situation which we believe could push some indicators, such as the unemployment
rate, a tick higher.
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