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Initial jobless claims rose last week, a bit higher than expected, but that's not what was featured at the top of the article below.

Instead, the claim was made that because the number of people on the unemployment rolls dropped, that this was a signal that the labor
market may be stabilizing.

This is an inappropriate and misleading claim to make.

U.S. Initial Jobless Claims Rose to 558,000 Last Week

Aug. 13 (Bloomberg) -- The number of Americans filing first-time claims for jobless benefits unexpectedly rose last week,
while the number of people on unemployment rolls dropped to the lowest since April, signaling the labor market
may be stabilizing as the recession eases.

Applications rose to 558,000 in the week ended Aug. 8 from a revised 554,000 the week before, the Labor Department
said today in Washington, while staying under 600,000 for a sixth time. The number of people collecting
unemployment benefits fell by 141,000 in the week ended Aug. 1 to 6.2 million.

The really interesting part about this is that a huge amount of electronic ink has been dedicated lately to the understanding that dwindling
unemployment rolls is being driven to an enormous extent by the fact that benefits are running out for people.

This next chart (source)  shows the unemployment insurance "exhaustion rate" stretching back more than three decades. When it is going up
it means that more people are dropping off the rolls because their insurance ran out.

We are seeing a record number of people losing their insurance, a multi-decade high in fact, and this is the primary reason that the
unemployment insurance rolls have been dropping, not because these people have found jobs.  On August 1st the NYTimes reported that by
year end 1.5 million people will exhaust all their benefits and drop off the roles.

Prolonged Aid to Unemployed Is Running Out

Over the coming months, as many as 1.5 million jobless Americans will exhaust their unemployment insurance benefits,

https://www.bloomberg.com/apps/news?pid=20601087&sid=azzuTZ4KgoU0
https://globaleconomicanalysis.blogspot.com/2009/08/weekly-unemployment-claims-portend.html
https://www.nytimes.com/2009/08/02/us/02unemploy.html?_r=1


ending what for some has been a last bulwark against foreclosures and destitution.

Because of emergency extensions already enacted by Congress, laid-off workers in nearly half the states can collect
benefits for up to 79 weeks, the longest period since the unemployment insurance program was created in the 1930s. But
unemployment in this recession has proved to be especially tenacious, and a wave of job-seekers is using up even this
prolonged aid.

Tens of thousands of workers have already used up their benefits, and the numbers are expected to soar in the months to
come, reaching half a million by the end of September and 1.5 million by the end of the year, according to new projections
by the National Employment Law Project, a private research group.

To put this in perspective, this is the same as if every single working person in Oregon were on the dole and ran out of benefits (source). In a
single year.

The confusing part is that there are now two sources of unemployment insurance for people; state and federal (through the Emergency
Unemployment Compensation benefits program).

Unemployment Insurance Extended Benefits

Extended Benefits are available to workers who have exhausted regular unemployment insurance benefits during periods
of high unemployment. The basic Extended Benefits program provides up to 13 additional weeks of benefits when a State
is experiencing high unemployment. Some States have also enacted a voluntary program to pay up to 7 additional weeks
(20 weeks maximum) of Extended Benefits during periods of extremely high unemployment.

Checking into this second source, federal benefits, we note that this number actually increased and now stands at 2.78 million individuals:

Further you might note that 448,000 people were receiving extended benefits during the week of July 25, a drop of -42,000 from the week
prior.  Neither of these two numbers, the EUC nor the extended, are a part of the headline drop of -141,000 in the unemployment rolls.

A complete and excellent explanation of this process can be found at Mish's site.

Another is at Barry Ritholtz' site.

Bottom line: there's a very different explanation for the drop in the unemployment rolls than a "recession that's easing" and it is not quite so
nearly as positive.  The explanation is that benefits are simply running out and people are dropping off the rolls.

I would anticipate, however, that congress will pass an extension of the extension before allowing a full 1.5 million people to slip entirely out of
the social safety net.

And why not? There have been no limits to the printing efforts so far and seemingly no ill effects besides a return of risk-asset trading on Wall
Street (which many consider a plus, not a minus).

But right now people are slipping off the unemployment rolls and for many that will be an extremely unpleasant experience. Remember, jobs
are not yet being created. The excitement, such as it is, stems from the fact that we are losing them at a slower pace.

http://quickfacts.census.gov/qfd/states/41000.html
http://workforcesecurity.doleta.gov/unemploy/extenben.asp
https://globaleconomicanalysis.blogspot.com/2009/08/weekly-unemployment-claims-portend.html
http://www.ritholtz.com/blog/2009/08/exhaustion-rate-updated/
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