
 

1 
 

 
 

Labor market weakness in August despite a 

lower unemployment rate 
 

▪ Unemployment rate (August; nsa): 4.33%; Banorte: 4.49%; consensus: 
4.38% (range: 4.20% to 4.56%); previous: 4.38% 

 

▪ Part-time workers: 13.0% (previous: 13.2%); Participation rate: 59.4% 
(previous: 59.9%) 

 

▪ Jobs lost totaled 740.7 thousand, after strength in July and likely 
impacted by worsening COVID-19 conditions in the period, among 
other factors. Total jobs are 86.9 thousand lower than in February 2020, 
used as benchmark to pre-pandemic conditions 

 

▪ The labor force fell (-808.7 thousand), with unemployed people 
declining by 68.0 thousand. We think this is relatively consistent with 
signs of a slowdown in economic activity  

 

▪ The participation rate backtracked to 59.4% after a jump in the 
previous month. Despite of an improvement, the part-time rate remains 
relatively high (13.0%), as well as those catalogued as ‘available for 
work’, suggesting there’s still room for additional advances 

 

▪ Historically, the period’s seasonality is adverse, in our view related to 
the summer holiday. Seasonally adjusted, the unemployment rate came 
in at 4.05% from 4.09% in July 

 

▪ Job losses in the formal sector stood at 308.3 thousand (41.6% of the 
total), with 432.4 thousand in informality (58.4%). Hence, the 
informality rate was unchanged at 56.4%  

 

▪ Average hourly wages reached $47.30, lower than the $47.65 in July. 
This represents a 7.4% y/y expansion, accelerating at the margin in our 
view driven by recent inflation pressures  

 

▪ We believe the labor market is also giving signals of an impact due to 
COVID-19’s third wave. In addition, risks of a greater slowdown have 
increased due to the moderation in economic activity 

Job losses in August. Using original figures, the unemployment rate stood at 
4.33% (chart below, left), lower than consensus (4.38%) and further from our 
4.49%. This represents a 6bps decrease relative to July, despite an adverse 
seasonal effect at play. With seasonally adjusted data, the rate came in at 4.05%, 
also below the previous at 4.09%. Back to original figures, the labor force 
decreased by 808.7 thousand, comprised of 740.7 thousand less employed people 
and a 68.0 thousand decline in those unemployed. We believe this could be a 
reflection of the pandemic, with daily cases of COVID-19 maintaining an upward 
trend and reaching a new historical high later in the month. This is similar to the 
moderation in other data, such as IMEF’s PMIs and confidence indicators (both 
from consumers and businesses) which signal less activity and increased 
cautiousness. These latest indicators provide some warning signs about the pace 
ahead, as employment is ultimately related to GDP growth. 
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The participation rate declined to 59.4% from 59.9%. Meanwhile, people outside 
of the labor force increased by 314.1 thousand, which also reinforces the signal 
that this wave of the pandemic has had some economic impact. From these, those 
classified as ‘available’ fell by 17.5 thousand, while those ‘not available’ rose by 
331.6 thousand, respectively. Nevertheless, we do not rule out a seasonal impact, 
remembering that higher education students start to return to school by the middle 
of the period, likely impacting their availability, which may have existed 
temporarily in previous months. In this context, total employees reached 55.7 
million, which is 86.9 thousand less than in February 2020, before the virus.  

As in previous releases, to reflect labor market conditions more accurately, if we 
sum those ‘available for work’ not in the labor force both to the unemployed and 
the labor force, the ‘expanded’ unemployment rate stood at 15.2%, unchanged vs. 
the previous month. In February 2020 it reached 12.2%, pointing to room still left 
for gains as it is also necessary to make up for population growth.  
Unemployment rate 
%, nsa 

Participation rate 
%, nsa 

  
Note: Dotted lines correspond to data obtained through the phone-only survey. The grey line 
indicates the hybrid survey 
Source: Banorte with data from INEGI 

Note: Dotted lines correspond to data obtained through the phone-only survey. The grey line 
indicates the hybrid survey 
Source: Banorte with data from INEGI 

Strong losses in primary and secondary activities. Out of the 740.7 thousand 
positions lost, 308.3 thousand were in the formal sector, with the informal 
economy accounting for the 432.4 thousand remaining. The first was quite low 
relative to the +128.9 thousand new positions affiliated to IMSS. As a result, the 
informality rate stood at 56.4%. By sectors, primary activities lost 508.4 thousand 
jobs. Industry shed 489.6 thousand positions, with a decline in all three sectors, 
albeit highlighting -395.8 thousand in manufacturing, resuming a downward 
trend. In services, 257.0 thousand positions were added, with increases in 
commerce and social. Nevertheless, there were loses in restaurants and ‘others’. 
Meanwhile, the part-time rate fell to 13.0% from 13.2%, which is positive at the 
margin. Average wages per hour stood at $47.30 pesos, lower $0.36 sequentially 
but accelerating to +7.4% y/y. We believe this latter figure is probably reflecting 
some wage pressures following price increases since at least the beginning of the 
year, as well as the rise to the minimum wage in January of this year.  
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INEGI’s employment report  
Non-seasonally adjusted figures 

% Aug-21 Jul-21 Difference 

Unemployment rate  4.33 4.38 -0.06 

Participation rate 59.4 59.9 -0.5 

Part-time workers rate 13.0 13.2 -0.2 

Formal employment 43.6 43.6 0.0 

Informal employment1 56.4 56.4 0.0 

    Working in the informal economy 28.8 28.9 -0.1 

    Working in the formal economy 27.5 27.5 0.1 
 

Source: INEGI 

Pause in the recovery of the labor market, with some concerns about the pace 
going forward. Overall, it is our take that the performance of the job market in 
August was somewhat negative, consistent with other reports on activity and 
likely impacted by daily cases of COVID-19 reaching a new high. In this sense, 
available data suggests at least two effects: (1) Higher caution among consumers 
and businesses, as reflected in recent confidence indicators, in turn affecting the 
pace of the recovery (as signaled by INEGI’s latest Timely Indicator of Economic 

Activity); and (2) further supply chain disruptions, affecting industry the most, as 
signaled in the broad-based sequential contraction in exports and imports in 
August. In our view, this deceleration is gradually becoming the most important 
risk for a further improvement in employment, which has surprised to the upside 
so far. 

In addition, and as detailed in July’s report, there are other factors which could be 
important for labor market statistics in coming months. One of them is the return 
to in-person classes. Specifically, the Minister of Education, Delfina Gómez, said 
that a little more than 13.2 million students were already attending in-person 
classes by September 14th, gradually picking up since this process started, back 
on August 30th (with around 11.4 million students). Nevertheless, these figures 
are being updated constantly. In either case, we still think it may help more people 
to return to the labor force –especially women, but also with an estimated return 
of 200.2 thousand employees in the education sector–.  

Lastly, we will watch carefully minimum wage negotiations for the coming year. 
Current reports suggest that a 21% y/y increase may be in the cards –15% in real 
terms and 6% due to inflation, from $141.70 to $171.45 daily, except for the 
Northern Border. This would be the highest percentage increase in the current 
administration. Negotiations are still going to take place between the government 
and representatives of the private sector and labor unions, with the National 

Commission of Minimum Wages probably giving a final resolution by mid- 
December. We believe this could represent an additional headwind for the 
recovery of employment if current signals about the deceleration in economic 
activity exacerbate further.  

All in all, we will focus on the upcoming September report as several of the 
distortions mentioned above may start to reflect themselves more clearly in the 
data. For now, we maintain our view that the unemployment rate may fall to close 
to 4% by the end of the year, although with risks skewing to the upside. 

                                                           
1 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 

https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20210917_Timely_Indicator_Aug.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20210917_Timely_Indicator_Aug.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20210927_Trade_Balance_Aug_21.pdf
https://www.banorte.com/cms/casadebolsabanorteixe/analisisyestrategia/analisiseconomico/mexico/20210927_Trade_Balance_Aug_21.pdf
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BUY When the share expected performance is greater than the MEXBOL estimated performance. 
HOLD When the share expected performance is similar to the MEXBOL estimated performance. 
SELL When the share expected performance is lower than the MEXBOL estimated performance. 

Even though this document offers a general criterion of investment, we urge readers to seek advice from their own Consultants or Financial Advisors, in 
order to consider whether any of the values mentioned in this report are in line with their investment goals, risk and financial position. 
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Financiero Banorte S.A.B. C.V, since this depends on a large number of various endogenous and exogenous factors that affect the performance of the issuing 
company, the environment in which it performs, along with the influence of trends of the stock market, in which it is listed. Moreover, the investor must consider 
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The information contained hereby has been obtained from sources that we consider to be reliable, but we make no representation as to its accuracy or 
completeness. The information, estimations and recommendations included in this document are valid as of the issue date, but are subject to modifications 
and changes without prior notice; Grupo Financiero Banorte S.A.B. of C.V. does not commit to communicate the changes and also to keep the content of this 
document updated. Grupo Financiero Banorte S.A.B. of C.V. takes no responsibility for any loss arising from the use of this report or its content. This document 
may not be photocopied, quoted, disclosed, used, or reproduced in whole or in part without prior written authorization from Grupo Financiero Banorte S.A.B. 
of C.V. 
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