Unemployment is at all-time high 3.7% now – might be signaling recession
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The unemployment rate did move up to 3.7%, testing the higher end of the range for this economic indicator that we’ve seen since March 2022. The increase in the unemployment rate may be statistical noise, but weekly unemployment data claims has been trending somewhat higher, too. This may matter because the Sahm rule for forecasting recessions signals that if the 3-month average of unemployment rises by 0.5% over its 12-month low, then we may be in a recession. This metric has a strong track record of forecasting recessions historically. Therefore, if the May rise in unemployment of 0.3%, is sustained, then there is a risk that the U.S. could be flirting with recession, despite apparently strong jobs growth. Still, it would likely take several months of negative jobs data to confirm that view. 
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