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W E E K L Y  M A R K E T  U P D A T E :  A u g u s t  2 7 ,  2 0 2 5

During his Jackson Hole speech last Friday, Federal Reserve Chair 
Jerome Powell signaled that the Fed is likely to cut interest rates on 
September 17th. Powell noted that the balance of risks—between 
stable prices and stable employment—has shifted toward concerns 
about a slowing job market. These signs have been evident for months 
but were confirmed by July’s payroll report and downward revisions to 
May and June. Through July, monthly job growth has averaged 
85,000—a sharp decline from 216,000 in 2023 and 154,000 in 2024.*

If hiring has slowed, why has unemployment stayed in what Powell 
called a “curious balance” of 4.0 – 4.2% for over a year? The answer, as 
the chart below illustrates, lies in labor supply.** In 2023–24, foreign-
born workers accounted for more than the entire increase in labor 
supply. With immigration sharply lower this year, the burden has 
shifted to U.S.-born workers entering the workforce. A slower pace of 
labor force growth raises concerns that wages could accelerate, 
potentially fueling inflation. 

That risk—combined with uncertainty over tariff-driven price 
increases—suggests that, while the Fed is likely to deliver an interest-
rate cut next month, that cut will be met with caution moving 
forward—a combination that could make last Friday’s market 
euphoria short-lived. 

Slowing Jobs, Tight Supply Complicate Fed Outlook

U.S. Labor Force
Normalized with a Factor of 100

as of December 31, 2020
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