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The KC Fed LMCI suggests the level of activity increased modestly in October
while momentum decelerated moderately.
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change in average hourly earnings.

However, this signal is likely misleading. Average hourly earnings rose dramatically in April largely due to a change
in the composition of the workforce as a disproportionate number of low-wage workers lost their jobs. Since April,
low-wage workers have returned to employment, reversing this artificial boost and bringing earnings growth more in
line with historical norms. However, since the LMCI interprets the deceleration in earnings growth as a deterioration
in economic conditions, the gains in the level of activity over the last six months are likely understated.

The table also shows the five variables that made the largest positive contributions to the momentum indicator in
October 2020. Overall, 14 variables made a positive contribution to momentum in October, and 10 variables
made a negative contribution. The momentum indicator was 0.95 in October, where the largest positive
contributor was the three-month percent change in temporary help employment. Temporary help employment
increased by 9.8 percent from July to October. However, this increase is smaller than the 11.1 percent increase in
the series from June to September and thereby contributed to the momentum indicator’s decline. The variable that
made the largest negative contribution to momentum was job losers as a percent of the unemployed. Job losers
made up 70 percent of the unemployed in October. While this reading is below the April reading of 89.4 percent,
it is still well above pre-pandemic levels, placing a drag on momentum.




