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US labor market, income data 
point to drawn-out recovery

Weekly jobless claims fall 36,000 to 837,000
WASHINGTON: The number of Americans filing new
claims for jobless benefits fell last week but remained
at recession levels, while personal income dropped in
August, underscoring the need for another government
rescue package for businesses and the unemployed.

The decline in initial claims reported by the Labor
Department on Thursday likely reflected a decision by
California, the most populous state in the nation, to
suspend the processing of new applications for two
weeks to combat fraud. Factory activity slowed in
September, other data showed.

Economists are warning that the economy and
labor market recovery from the COVID-19 slump
could sputter without an infusion of new money from
the government. House of Representatives Speaker
Nancy Pelosi, a Democrat, and Treasury Secretary
Steven Mnuchin are working toward a bipartisan
agreement for another fiscal package.

“The recovery’s wheels are spinning in the sand,”
said Chris Rupkey, chief economist at MUFG in New
York. “It’s going to be a slow return to normal for
the economy.”

Initial claims for state unemployment benefits
decreased 36,000 to a seasonally adjusted 837,000
for the week ended Sept. 26. Economists polled by
Reuters had forecast 850,000 applications in the lat-
est week. California is using the two-week pause to
reduce its claims processing backlog and implement
fraud prevention measures. The Labor Department
acknowledged the suspension could result in “signifi-
cant” week-to-week swings in initial claims “unrelated
to any changes in economic conditions.”

Including a government-funded program for the
self-employed, gig workers and others who do not

qualify for the regular state unemployment programs,
1.4 million claims were filed last week.

Though filings have dropped from a record 6.867
million at the end of March, they remain well above
their 665,000 peak during the 2007-2009 Great
Recession. Labor market gains from the reopening of
businesses are fading and economists are predicting a
slowdown in hiring through the rest of this year and
into 2021.

New coronavirus cases are rising, with a surge
expected in the fall, which could lead to some restric-
tions being imposed on businesses in the services sec-
tor. In addition, political uncertainty is rising and could
extend beyond the Nov. 3 presidential election, and
make businesses reluctant to hire.

Several months after operations resumed, demand
has remained poor, especially in the services sector,
leading some establishments to permanently shut
down and keeping job cuts elevated. Walt Disney Co.
said this week it would lay off roughly 28,000 employ-
ees in its theme parks division.

American Airlines and United Airlines, two of the
largest U.S. carriers, said they were beginning fur-
loughs of more than 32,000 workers on Thursday,
without government funding. “Likely more than one in
three initial claims being filed are among people
reopening a claim after initially going back to work
and off of unemployment,” said Andrew Stettner, sen-
ior fellow at The Century Foundation in New York.
“The other two-thirds represent the continued under-
tow of layoffs.” Stocks on Wall Street were trading
higher as investors remained hopeful of fiscal stimulus.
The dollar dipped against a basket of currencies. US
Treasury prices fell.

Millions unemployed
The claims report also showed the number of peo-

ple receiving benefits after an initial week of aid
dropped 980,000 to 11.767 million in the week ending
Sept. 19. But economists cautioned that part of the
decline was probably due to people exhausting their
26-week eligibility for benefits. At least 1.8 million
workers filed for extended unemployment benefits in
the week ending Sept. 12, up 196,725 from the prior
week. There were 26.5 million people receiving unem-

ployment benefits during that period.
The government will publish its closely followed

employment report on Friday. Nonfarm payrolls likely
increased by 850,000 jobs in September after rising
by 1.371 million in August, according to a Reuters sur-
vey of economists. That would leave employment 10.7
million below its level in February. Employment growth
peaked in June when payrolls jumped by a record
4.781 million jobs. A separate report on Thursday from
the Commerce Department showed personal income
dropped 2.7 percent in August, reflecting a decrease in
unemployment insurance benefits. A $600 unemploy-
ment subsidy ended in July and was replaced by a
$300 supplement, whose funding is running out.
Income increased 0.5 percent in July. The unemploy-
ment subsidy has helped to anchor consumer spend-

ing, which accounts for more than two-thirds of U.S.
economic activity, putting the economy on track for
record growth in the third quarter after a historic
plunge in the April-June period.

Consumer spending increased 1.0 percent in
August after rising 1.5 percent in July. Consumption
remains 4 percent below its pre-pandemic level.
Economists saw little boost from savings, which
totaled $2.43 trillion in August.

“There is enormous potential for economic growth
in savings, but the fact Americans saved 14 percent of
their income in August despite the loss of pandemic
aid suggests the kind of caution that can limit an eco-
nomic rebound,” said Chris Low, chief economist at
FHN Financial in New York. “Those who have income
to save are in no rush to spend it.” – Reuters

Personal 
income 

falls 2.7%

The New York Stock Exchange (NYSE) is pictured at Wall Street in New
York City. – AFP

A help wanted sign is posted at a taco stand in Solana Beach, California. – Reuters

NEW YORK: Bank of America Corp’s
strategists cut their year-end forecasts
for the S&P 500 index twice this year,
trailing the US stock market as it plum-
meted in a coronavirus-induced panic.
Then, as the market rallied past those
revised targets in the ensuing months,
the strategists followed by increasing
their estimates.

Now, the bank’s researchers, led by
head of US equity strategy Savita
Subramanian, say of their year-end price
target for the index that the “range is
wide.” They currently are forecasting
that the S&P 500 will end the year at
3,250 - a level that is just 50 points
below what they had been predicting in
January. But the index could end up
somewhere between 2,200 and 4,000,
depending on the course of the virus and
the economy, wrote Subramanian and
colleagues in a Sept. 3 note.

The S&P 500 on Wednesday closed
at around 3,360, which is around 4 per-
cent higher than where it started the
year. The business of forecasting markets
is fraught in the best of times. But the
year 2020 has left many Wall Street
strategists scrambling to make sense of
the market, with forecasters surprised by
the spectacular crash in late February
and March and subsequent rally, accord-
ing to their research notes and inter-
views.

As the coronavirus spread early this
year, Wall Street researchers generally
did not anticipate the scale of the disrup-
tion it would cause, according to data
from market information provider
Refinitiv and a Reuters review of S&P
500 earnings and price forecasts by the
six largest US banks by assets. That left
them chasing the market decline with
cuts in their S&P 500 earnings-per-
share forecasts or price targets—or
both. When the downturn in the S&P
500 reversed in late March, several
strategists struggled to predict how far
and long the rally could go, the review
shows. In a June email to Reuters,
Subramanian defended her team’s record
and highlighted the unprecedented
nature of the crisis. “It is precisely during
moments of uncertainty that we should

strive to provide investors with our best
guess as well as a range of scenarios
around that framework,” she wrote.

She did not respond to requests for
further comment last week. Bank of
America declined to comment for this
article. Of the other five largest banks,
JPMorgan Chase & Co, Citigroup Inc,
Morgan Stanley and Wells Fargo & Co
also declined.

Goldman Sachs Group Inc, in a
response to Reuters in May, said its fore-
casts are made with the best information
it has available at the time and that it not-
ed in research early in the year that a
significant change in circumstances
relating to coronavirus would alter its
forecasts. In response to additional
questions from Reuters in late
September, the bank declined further
comment.

They missed it
The market’s rebound this year comes

as the economy and public health contin-
ue to feel the devastating effects of the
pandemic. The resulting disconnect
between Wall Street and Main Street has
investors trying to understand market
behavior. Wall Street research has long
been a staple input in investment theses
for all stripes of investors, but some say
they are relying less on it now. Rob
Christian, co-head of research and
investment management at Franklin
Templeton’s hedge fund solutions group
K2 Advisors, said while he pays attention
to sell-side research, his group is putting
“less weight on it as there are so many
unknowns.”

“In general, they missed it as a
group,” Christian said, referring to the
pandemic. “We think it is really hard to
predict anything now.”

Some of the strategists’ predictions
have proved to be correct. JPMorgan’s
chief US equity strategist Dubravko
Lakos-Bujas, for example, did not cut his
initial year-end S&P 500 target of 3,400
during the crash, arguing that the selloff
was temporary and policy response
would outlast the impact of COVID-19.
The target was raised to 3,600 on
September 11.—Reuters

British WTO 
candidate 
woos Europe 
GENEVA: A Briton seeking to lead the
World Trade Organization vowed
Thursday to hand a top WTO post to a
European, even though lingering Brexit
resentment is likely to deny him much
EU support. Liam Fox, Britain’s first
post-Brexit international trade secre-
tary and one of five candidates remain-
ing in the race to head the WTO, told
reporters that if he wins he would
appoint a European as his main advisor.

“If I become director-general, my
chef de cabinet will be a European,” he
told a virtual briefing.

This, he said, was because if he, as a
European, were to win, Europe would
automatically lose one of the four
deputy director-general positions that it
currently holds due to regional balance
requirements. He stressed the need to
ensure an “inclusive” cabinet at the top
of the global trade body, adding that
“we need to be clear from the outset
that we will have to act as a global team
if we are to deal with some of the very
profound issues that face us today.”

Fox meanwhile acknowledged that
some European Union countries were
unlikely to back a pro-Brexit British
candidate amid continued anger over
Britain’s decision to leave the bloc.  

“For some, the issue of Brexit is
hugely important, with a very small
number believing that the United

Kingdom should be punished for leav-
ing the EU by not getting backing for
any international job,” he said.

The EU, which on Thursday launched
legal proceedings in response to the
British government’s attempt to overturn
parts of the Brexit withdrawal agree-
ment, has yet to say who it backs in the
WTO race.

Five become two
Besides Fox, there is one other man,

Mohammed Al-Tuwaijri of Saudi Arabia,
and three women—Amina Mohamed of
Kenya, Ngozi Okonjo-Iweala of Nigeria,
and Yoo Myung-hee of South Korea—
still in the running. But next week, the ini-
tial pool of eight candidates to replace
Roberto Azevedo, who stepped down as
the WTO director-general last month a
year ahead of schedule, will be whittled
down again, with just two remaining after
a second elimination round. It remains
unclear whether the WTO members will
ultimately agree on another leader from
Europe. There is no requirement for a
regional rotation of the WTO chief posi-
tion. But there have been calls for an
African to finally get a shot at running the
organisation, which has counted three
director-generals from Europe, and one
each from Oceania, Asia and South
America since its creation in 1995.

The WTO aims to select a winner in
November, but some have voiced fear
that increasing politicization of the WTO,
which relies on consensus to reach deci-
sions, could draw out the process.
Whoever is handed the job in the end will
be taking over an organisation mired in
multiple crises, and struggling to help
members navigate a severe global eco-
nomic slump triggered by the coron-
avirus pandemic. — AFP 

Boeing plans
to consolidate 
787 production 
NEW YORK: Boeing will consolidate manufac-
turing of the 787 Dreamliner plane to one plant in
the US, ending production of the wide-body jet
in Washington state, the company announced
Thursday. The move follows earlier announce-
ments by Boeing that it would slash production of
the jets to six per month in 2021 from 14 due to
weak demand for airline travel because of the
coronavirus. The US aviation giant has not
announced staffing cuts as a result of change, but
made clear production for several models would
continue in Washington. 

The company needs to “look at every oppor-
tunity to adapt, preserve our liquidity and be
more competitive in a very different commercial
market,” Stan Deal, head of Boeing’s commercial
plane division, said in an email to staff. “To ensure
we can be effective in a market that will be small-
er in the near-term, and one that will have differ-
ent demands from our customers long-term, we
made a decision earlier this morning to consoli-
date 787 production in South Carolina after
months of detailed and thorough study.”

Boeing said it had not yet determined how the
shift would affect staffing in Everett, Washington
and North Charleston, South Carolina. About
900 employees work on the 787 at the Everett
site, which as a whole has 30,000 workers—
although the current number is lower because
some staff is working from home. 

Headcount in South Carolina at the start of
2020 was 6,869, a Boeing spokeswoman said. 

Boeing began manufacturing the 787 in
Everett in 2007 before starting production in
South Carolina in 2019. Only the South Carolina
plant is equipped to build the current Dreamliner
models, which are bigger than the initial versions,
the company said. 

“Our team in Puget Sound will continue to
focus on efficiently building our 737, 747, 767
and 777 airplane families, and both sites will
drive Boeing initiatives to further enhance safety,
quality, and operational excellence,” Deal said. In
July, Boeing reported a loss of $2.4 billion
through the first half of 2020, the result of an air-
line industry downturn and the hit from the
grounding of its 737 MAX following two deadly
crashes.—AFP

The Boeing Company logo is seen on a building
in Annapolis Junction, Maryland. —AFP

LONDON: Britain’s leading business
trade organization on Thursday
announced it was to launch a campaign
calling for each large firm to have at
least one person from an ethnic minority
on its board.

The CBI (Confederation of British
Industry) will launch the “Change the
Race Ratio” campaign alongside large
companies such as the insurer Aviva, the
audit firm Deloitte and tech giant
Microsoft at the end of the month,
according to CBI President Karan
Bilimoria.  “We believe that the time for
change is now: business needs to take
urgent action on black and ethnic
minority participation at senior leader-
ship levels,” he said in a statement post-
ed on CBI’s website.

The campaign urges all businesses to
set targets for greater racial and ethnic
diversity at senior leadership levels. Its
ambition is to have at least one “racially
and ethnically diverse” board member
at each of the top 100 firms listed on the

London Stock Exchange by the end of
2021, and one at each of the top 250 by
2024.

A review in early 2020 found that 37
percent of FTSE 100 companies did not
have any ethnic minority representation
on boards, rising to 69 percent for
FTSE 250 companies. “Our campaign
will foster a community that works
together and shares good practice –
because we know that real change will
take time, and a dedicated, concerted
and collaborative effort,” said Bilimoria.

“We must challenge and inspire each
other to push harder and do better.”

He cited a 2019 study by McKinsey
that suggested firms with racial and
ethnic diverse boardrooms tended to
perform better. Rating agency
Moody’s recently said that the British
bank Lloyds’ promise to hire more
black executives was good news for its
risk profile, linking diversity and the
evaluation of a company’s debt for the
first time. – AFP

How year 2020 confounded 
Wall Street strategists

UK business group wants 
race targets in boardrooms


