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Hard data hardly supports labor hoarding
story

Introduction

A prevailing narrative has been that labor hoarding has been a primary driver of
labor market dynamics since the pandemic and that recent layoff announcements
could suggest this era of low firing — due to hoarding — is coming to an end.

But is the starting point of this narrative correct? Has labor hoarding been a
primary motivation for the low-hiring/firing dynamic in the labor market?

We argue below that labor hoarding has not been the dominant story at the
aggregate level, though it has been important for some sectors.

What is labor hoarding?

To answer whether labor hoarding has been an important factor in the labor
market we first define the term. In our view, labor hoarding is a reluctance to fire
workers / a desire to maintain existing worker-employer relationships even
though firm activity/demand for goods and services does not require staff to be
retained.

This narrative is compelling. Anecdotes abound that firms have been reluctant to
lay off workers. A primary reason why this reluctance could be more intense today
is that employers found it difficult and costly to re-hire workers after mass layoffs
during the pandemic.

By this definition, signs of labor hoarding would include:

e Elevated employment levels relative to measures of business activity or
demand

e Depressed labor utilization (e.g., productivity or average hours worked)

In short, we interpret labor hoarding as equivalent to having more workers than
normal on payrolls that are producing less output than normal.

What do the data say?

The aggregate data have been generally inconsistent with this idea. Real final
sales to private domestic purchasers - the main indicator of underlying activity in
the US - is above trend (measured as the time trend from 2017 to 2019). At the
same time, payrolls have remained short of the pre-covid trend by a large amount
- current headline and private payrolls are 4.5-5.0 million short of the pre-covid
trend. These data do not include the coming downgrade from the benchmark
revisions which would widen this gap.
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Consistent with the above, productivity has been well above trend, with real
output per hour currently 1.7% above the trend captured by the three years before
the pandemic. Finally, the average workweek is only modestly below the pre-covid
trend, and only one-tenth below the reading in December 2019.

Figure 1: Real final sales to private domestic purchasers has stayed |Figure 2: Payrolls are well below trend
above pre-covid trend
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Figure 3: Productivity is above trend Figure 4: Average workweek is a bit below pre-Covid
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The extent of the over-/under-shoots for these variables is somewhat sensitive to
how the trend line is drawn, but the main conclusion is robust — measures of
economic activity and productivity are above trend while payrolls are well below
trend. This is the opposite of what we would expect to see if labor hoarding was
the dominant factor in the economy.

If not labor hoarding, then what?

We consider cross sector data to investigate where labor hoarding has been
prevalent and where other drivers may dominate. For each sector, we compute a
pre-Covid trend (measured similar to the preceding section as the time trend from
2017 through 2019) and compare this to both real value add per sector and a
measure of productivity — real value add per employee versus trend.
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As expected, the relationship between real value add and employment relative to
trend is positive across sectors. That is, on average sectors with real value add
above (below) trend tend to have employment levels that are above (below) trend.
However, the relationship is very loose, with an r-squared of only 9%. There is,
therefore, substantial variation in this relationship across sectors.

Conversely, there is an inverse relationship between productivity (real value add
per employee) and employment relative to trend across sectors. That is, sectors
with higher (lower) productivity relative to trend tend to have employment levels
further below (above) trend. In other words, for some sectors productivity gains
are substituting for employment losses to keep output at higher levels, while for
other sectors productivity has remained subdued as employment levels have
stayed elevated. These relationships broadly hold if we use aggregate hours
worked rather than total employment.

VFigure 5: Real value add versus employment relative to pre-Covid
trends
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Labor hoarders

On this breakdown there do appear to be some sectors where labor hoarding has
been relevant — these sectors are in the lower right quadrant of the scatter plots,
where employment is above pre-covid employment trends, but value add and/or
productivity growth are below trend. These sectors include wholesale and retail
trade and to a lesser extent private education services (also potentially hospitals
and utilities). Notably, wholesale and retail trade both benefited from the post-
Covid shift towards goods spending that has been unwinding.
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Figure 7: Wholesale trade looks like a labor hoarder with

Figure 8: Hospital employment disconnecting from pre-Covid trend
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For a separate set of sectors, productivity enhancements have been the key story.
These are sectors where employment is at or below the pre-covid trend and value
add is above - this shows up as relatively elevated productivity on the right chart.
These sectors include accommodation, transportation and warehousing,
information, finance, and management of companies and enterprises (within
professional business).
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But this classification is not perfect. For example, this approach could classify the
hospital sector as a potential labor hoarder because it has well above-trend
employment and below-trend productivity. However, more likely the pre-covid
trend is no longer accurate as an aging population would imply a larger share of
employment and output comes from this sector.

A full detailed breakdown of these data by sector is included in a table in the
appendix.

Where does the tech sector fit in?

Recent layoff announcements have put the tech center increasingly in focus for
how these changes might relate to labor hoarding incentives as well as the
implementation of Al.
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Tech sector jobs are likely to show up primarily within the information category.
Within that sector, the subcategory for computing infrastructure providers, data
processing, web hosting, and related services is likely to reflect key trends in tech
most closely.

The below charts show how, for this sector, an initial hiring boom has been
followed by net unchanged payrolls (which are converging slowly back to trend).
However, real value add continues to extend its gains above trend, helped by
recent strength in productivity. As such, secular strength in output of the tech
sector is transitioning from one driven by employment gains to one led by
productivity strength.

Figure 12: The tech sector underwent a Figure 13: Even as real value add has
hiring boom that is now unwinding continued to outpace pre-covid trend
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Conclusion

Key macro trends are inconsistent with labor hoarding being the dominate story
for the US labor market in recent quarters. Relative to pre-covid trends, real final
sales to private domestic purchasers and productivity are above while payrolls are
below - the opposite of what would be expected from labor hoarding.

We show a significant distribution of experiences across sectors. Some sectors,
such as wholesale and retail trade, do appear to be working through excess labor
and subject to concerns around labor hoarding. Other sectors, such as
accommodation, transportation and warehousing and finance, appear to be using
productivity gains to make up for labor shortfalls relative to pre-covid trends. The
tech sector, which has garnered significant attention of late, appears to be
shifting phases from employment- to productivity-led growth.

From a forward-looking perspective, our analysis suggests assessing the labor
market is not as simple as focusing on a shift from labor hoarding to layoffs. The
fundamentals underlying these considerations vary substantially on a sector-by-
sector basis.
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Appendix A

|Figure 15: A sector-by-sector look at employment, value add and productivity versus trend

Employmentvs. Employmentvs. Real value add Productivity vs.

Sector pre-covid trend  pre-covidtrend  vs. pre-covid pre-covid trend
(1,000) trend (%)

Utilities 12 66 7 -4
Retail trade 5 710 -3 -6
Hospitals 3 191 2 -2
Wholesale trade 1 71 -9 -10
Private education services 1 29 -5 -6
Health care and social assistance — ambulatory health care services 1 56 [ 4

Social assistance 0 15 5 5

Professional and business services — professional, scientific, and technical servic -1 -67 a4 2

Nursing and residential care facilities -1 -33 12 13
Arts, entertainment and recreation -2 -55 -4 -2
Information -3 -78 10 11
Manufacturing — nondurable goods -3 -165 -3 -1
Other services -3 -209 -20 -18
Finance -4 -397 7 11
Transport & Warehousing (T & W) -5 -348 2 12
Food services and drinking places -6 -744 -13 -8
Mining -6 -12 -17 -14
P & B services — administrative and waste management services -8 -801 -6 1

Construction -8 -741 -11 -1
P & B services —- management of companies and enterprises -8 -240 -1 4

Manufacturing — durable goods -11 -938 -10 -1
Accommodation -15 -354 5 24

Source: BEA, BLA, Haver Analytics, Deutsche Bank
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recommendation or view in this report. Matthew Luzzetti, Ph.D., Brett Ryan, Justin Weidner, Amy Yang.

Important Disclosures

Prices are current as of the end of the previous trading session unless otherwise indicated and are sourced from local
exchanges via Reuters, Bloomberg and other vendors . Other information is sourced from Deutsche Bank, subject
companies, and other sources. For further information regarding disclosures relevant to Deutsche Bank Research,
please visit our global disclosure look-up page on our website at
https://research.db.com/Research/Disclosures/FICCDisclosures. Aside from within this report, important risk and
conflict disclosures can also be found at https://research.db.com/Research/Disclosures/Disclaimer . Investors are
strongly encouraged to review this information before investing.

Deutsche Bank Securities Inc. Page 8


https://research.db.com/Research/Disclosures/FICCDisclosures
https://research.db.com/Research/Disclosures/Disclaimer

5 November 2025

US Economic Perspectives

Additional Information

The information and opinions in this report were prepared by Deutsche Bank AG or one of its affiliates (collectively
'‘Deutsche Bank'). Though the information herein is believed to be reliable and has been obtained from public sources
believed to be reliable, Deutsche Bank makes no representation as to its accuracy or completeness. Hyperlinks to
third-party websites in this report are provided for reader convenience only. Deutsche Bank neither endorses the
content nor is responsible for the accuracy or security controls of those websites.

If you use the services of Deutsche Bank in connection with a purchase or sale of a security that is discussed in this
report, or is included or discussed in another communication (oral or written) from a Deutsche Bank analyst, Deutsche
Bank may act as principal for its own account or as agent for another person.

Deutsche Bank may consider this report in deciding to trade as principal. It may also engage in transactions, for its
own account or with customers, in a manner inconsistent with the views taken in this research report. Others within
Deutsche Bank, including strategists, sales staff and other analysts, may take views that are inconsistent with those
taken in this research report. Deutsche Bank issues a variety of research products, including fundamental analysis,
equity-linked analysis, quantitative analysis and trade ideas. Recommendations contained in one type of
communication may differ from recommendations contained in others, whether as a result of differing time horizons,
methodologies, perspectives or otherwise. Deutsche Bank and/or its affiliates may also be holding debt or equity
securities of the issuers it writes on. Analysts are paid in part based on the profitability of Deutsche Bank AG and its
affiliates, which includes investment banking, trading and principal trading revenues.

Opinions, estimates and projections constitute the current judgment of the author as of the date of this report. They
do not necessarily reflect the opinions of Deutsche Bank and are subject to change without notice. Deutsche Bank
provides liquidity for buyers and sellers of securities issued by the companies it covers. Deutsche Bank research
analysts sometimes have shorter-term trade ideas that may be inconsistent with Deutsche Bank's existing longer-
term ratings. Some trade ideas for equities are listed as Catalyst Calls on the Research Website
(https://research.db.com/Research/), and can be found on the general coverage list and also on the covered
company's page. A Catalyst Call represents a high-conviction belief by an analyst that a stock will outperform or
underperform the market and/or a specified sector over a time frame of no less than two weeks and no more than
three months. In addition to Catalyst Calls, analysts may occasionally discuss with our clients, and with Deutsche
Bank salespersons and traders, trading strategies or ideas that reference catalysts or events that may have a near-
term or medium-term impact on the market price of the securities discussed in this report, which impact may be
directionally counter to the analysts' current 12-month view of total return or investment return as described herein.
Deutsche Bank has no obligation to update, modify or amend this report or to otherwise notify a recipient thereof if an
opinion, forecast or estimate changes or becomes inaccurate. Coverage and the frequency of changes in market
conditions and in both general and company-specific economic prospects make it difficult to update research at
defined intervals. Updates are at the sole discretion of the coverage analyst or of the Research Department
Management, and the majority of reports are published at irregular intervals. This report is provided for informational
purposes only and does not take into account the particular investment objectives, financial situations, or needs of
individual clients. It is not an offer or a solicitation of an offer to buy or sell any financial instruments or to participate in
any particular trading strategy. Target prices are inherently imprecise and a product of the analyst's judgment. The
financial instruments discussed in this report may not be suitable for all investors, and investors must make their own
informed investment decisions. Prices and availability of financial instruments are subject to change without notice,
and investment transactions can lead to losses as a result of price fluctuations and other factors. If a financial
instrument is denominated in a currency other than an investor's currency, a change in exchange rates may adversely
affect the investment. Past performance is not necessarily indicative of future results. Performance calculations
exclude transaction costs, unless otherwise indicated. Unless otherwise indicated, prices are current as of the end of
the previous trading session and are sourced from local exchanges via Reuters, Bloomberg and other vendors. Data is
also sourced from Deutsche Bank, subject companies, and other parties. Artificial intelligence tools may be used in
the preparation of this material, including but not limited to assist in fact-finding, data analysis, pattern recognition,
content drafting and editorial corrections pertaining to research material.
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The Deutsche Bank Research Department is independent of other business divisions of the Bank. Details regarding
our organizational arrangements and information barriers we have to prevent and avoid conflicts of interest with
respect to our research are available on our website (https://research.db.com/Research/) under Disclaimer.

Macroeconomic fluctuations often account for most of the risks associated with exposures to instruments that
promise to pay fixed or variable interest rates. For an investor who is long fixed-rate instruments (thus receiving these
cash flows), increases in interest rates naturally lift the discount factors applied to the expected cash flows and thus
cause a loss. The longer the maturity of a certain cash flow and the higher the move in the discount factor, the higher
will be the loss. Upside surprises in inflation, fiscal funding needs, and FX depreciation rates are among the most
common adverse macroeconomic shocks to receivers. But counterparty exposure, issuer creditworthiness, client
segmentation, regulation (including changes in assets holding limits for different types of investors), changes in tax
policies, currency convertibility (which may constrain currency conversion, repatriation of profits and/or liquidation of
positions), and settlement issues related to local clearing houses are also important risk factors. The sensitivity of
fixed-income instruments to macroeconomic shocks may be mitigated by indexing the contracted cash flows to
inflation, to FX depreciation, or to specified interest rates - these are common in emerging markets. The index fixings
may - by construction - lag or mis-measure the actual move in the underlying variables they are intended to track. The
choice of the proper fixing (or metric) is particularly important in swaps markets, where floating coupon rates (i.e.,
coupons indexed to a typically short-dated interest rate reference index) are exchanged for fixed coupons. Funding in
a currency that differs from the currency in which coupons are denominated carries FX risk. Options on swaps
(swaptions) the risks typical to options in addition to the risks related to rates movements.

Derivative transactions involve numerous risks including market, counterparty default and illiquidity risk. The
appropriateness of these products for use by investors depends on the investors' own circumstances, including their
tax position, their regulatory environment and the nature of their other assets and liabilities; as such, investors should
take expert legal and financial advice before entering into any transaction similar to or inspired by the contents of this
publication. The risk of loss in futures trading and options, foreign or domestic, can be substantial. As a result of the
high degree of leverage obtainable in futures and options trading, losses may be incurred that are greater than the
amount of funds initially deposited - up to theoretically unlimited losses. Trading in options involves risk and is not
suitable for all investors. Prior to buying or selling an option, investors must review the ‘Characteristics and Risks of
Standardized Options", at https://www.theocc.com/company-information/documents-and-archives/options-
disclosure-document. If you are unable to access the website, please contact your Deutsche Bank representative for a
copy of this important document.

Participants in foreign exchange transactions may incur risks arising from several factors, including the following: (i)
exchange rates can be volatile and are subject to large fluctuations; (ii) the value of currencies may be affected by
numerous market factors, including world and national economic, political and regulatory events, events in equity and
debt markets and changes in interest rates; and (iii) currencies may be subject to devaluation or government-imposed
exchange controls, which could affect the value of the currency. Investors in securities such as ADRs, whose values
are affected by the currency of an underlying security, effectively assume currency risk.

Unless governing law provides otherwise, all transactions should be executed through the Deutsche Bank entity in the
investor's home jurisdiction. Aside from within this report, important conflict disclosures can also be found at
https://research.db.com/Research/ on each company's research page or under the 'Disclosures' tab. Investors are
strongly encouraged to review this information before investing.

Deutsche Bank (which includes Deutsche Bank AG, its branches and affiliated companies) is not acting as a financial
adviser, consultant or fiduciary to you or any of your agents (collectively, "You" or "Your") with respect to any
information provided in this report. Deutsche Bank does not provide investment, legal, tax or accounting advice,
Deutsche Bank is not acting as your impartial adviser, and does not express any opinion or recommendation
whatsoever as to any strategies, products or any other information presented in the materials. Information contained
herein is being provided solely on the basis that the recipient will make an independent assessment of the merits of
any investment decision, and it does not constitute a recommendation of, or express an opinion on, any product or
service or any trading strategy.
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Singapore 048583, 65 6423 8001), which may be contacted in respect of any matters arising from, or in connection
with, this report. Where this report is issued or promulgated by Deutsche Bank in Singapore to a person who is not an
accredited investor, expert investor or institutional investor (as defined in the applicable Singapore laws and
regulations), they accept legal responsibility to such person for its contents.

Taiwan: Information on securities/investments that trade in Taiwan is for your reference only. Readers should
independently evaluate investment risks and are solely responsible for their investment decisions. Deutsche Bank
research may not be distributed to the Taiwan public media or quoted or used by the Taiwan public media without
written consent. Information on securities/instruments that do not trade in Taiwan is for informational purposes only
and is not to be construed as a recommendation to trade in such securities/instruments.
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Australia and New Zealand: This research is intended only for 'wholesale clients' within the meaning of the Australian
Corporations Act and New Zealand Financial Advisors Act, respectively. Please refer to Australia-specific research
disclosures and related information at https://www.dbresearch.com/PROD/RPS EN-
PROD/PROD0000000000521304.xhtml| . Where research refers to any particular financial product recipients of the
research should consider any product disclosure statement, prospectus or other applicable disclosure document
before making any decision about whether to acquire the product. In preparing this report, the primary analyst or an
individual who assisted in the preparation of this report has likely been in contact with the company that is the subject
of this research for confirmation/clarification of data, facts, statements, permission to use company-sourced material
in the report, and/or site-visit attendance. Without prior approval from Research Management, analysts may not
accept from current or potential Banking clients the costs of travel, accommodations, or other expenses incurred by
analysts attending site visits, conferences, social events, and the like. Similarly, without prior approval from Research
Management and Anti-Bribery and Corruption ("ABC") team, analysts may not accept perks or other items of value for
their personal use from issuers they cover.

Additional information relative to securities, other financial products or issuers discussed in this report is available
upon request. This report may not be reproduced, distributed or published without Deutsche Bank's prior written
consent.

Backtested, hypothetical or simulated performance results have inherent limitations. Unlike an actual performance
record based on trading actual client portfolios, simulated results are achieved by means of the retroactive application
of a backtested model itself designed with the benefit of hindsight. Taking into account historical events the
backtesting of performance also differs from actual account performance because an actual investment strategy may
be adjusted any time, for any reason, including a response to material, economic or market factors. The backtested
performance includes hypothetical results that do not reflect the reinvestment of dividends and other earnings or the
deduction of advisory fees, brokerage or other commissions, and any other expenses that a client would have paid or
actually paid. No representation is made that any trading strategy or account will or is likely to achieve profits or
losses similar to those shown. Alternative modeling techniques or assumptions might produce significantly different
results and prove to be more appropriate. Past hypothetical backtest results are neither an indicator nor guarantee of
future returns. Actual results will vary, perhaps materially, from the analysis.

The method for computing individual E,S,G and composite ESG scores set forth herein is a novel method developed
by the Research department within Deutsche Bank AG, computed using a systematic approach without human
intervention. Different data providers, market sectors and geographies approach ESG analysis and incorporate the
findings in a variety of ways. As such, the ESG scores referred to herein may differ from equivalent ratings developed
and implemented by other ESG data providers in the market and may also differ from equivalent ratings developed
and implemented by other divisions within the Deutsche Bank Group. Such ESG scores also differ from other ratings
and rankings that have historically been applied in research reports published by Deutsche Bank AG. Further, such
ESG scores do not represent a formal or official view of Deutsche Bank AG.

It should be noted that the decision to incorporate ESG factors into any investment strategy may inhibit the ability to
participate in certain investment opportunities that otherwise would be consistent with your investment objective and
other principal investment strategies. The returns on a portfolio consisting primarily of sustainable investments may
be lower or higher than portfolios where ESG factors, exclusions, or other sustainability issues are not considered, and
the investment opportunities available to such portfolios may differ. Companies may not necessarily meet high
performance standards on all aspects of ESG or sustainable investing issues; there is also no guarantee that any
company will meet expectations in connection with corporate responsibility, sustainability, and/or impact
performance.
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