
Wages Under Pressure 
The Story

 AUG 2017

Job losses hit non-college educated workers the hardest and their 
re-entry into the workforce has kept wage growth low
Unemployment Rates for Ages 25+

As a larger share of the population hits retirement age, they are leaving
the labor force entirely and taking their big paychecks with them

Sources: Bureau of Labor Statistics, Federal Reserve Bank of St. Louis
Note: Gray area represents recession
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Wages by education level in 2016
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Educational Attainment Median Usual Weekly Earnings

Bachelor’s Degree + AVG. $1,486

High School Diploma $692

Less Than High School $504

Sources: Bureau of Labor Statistics

The U.S. labor market posted its 81st consecutive month of job 
creation in June and continued to maintain a very low unemploy-
ment rate of 4.4 percent. However, despite a seemingly tight labor 
market and the economy nearing full-employment, wage growth 
has remained stagnant at around 2.5 percent (Figure 1). The reasons 
behind this phenomenon are unclear and it seems to fly in the face 
of economic theory. As the unemployment rate falls and businesses 
are forced to compete for qualified talent, wages should rise – but, 
they’ve hardly budged. There are likely several factors as to why 
wages haven’t risen, but some of it may be explained by the dispro-
portionate re-entry of lower-wage workers into the workforce and 
the exit of the high-paid baby boomers. 

During and after the Great Recession, the unemployment rate for 
non-college educated workers rose drastically (Figure 2). By Febru-
ary 2010, the unemployment rate for individuals with less than a high 
school education peaked at 15.8 percent, more than three times the 
rate as those with at least a Bachelor’s degree. Since those with less 
education tend to earn less than their college educated counterparts, 
their mass re-entry into the workforce has put downward pressure 
on wages (Figure 3). As the unemployment rates for all educational 
backgrounds return to pre-recession levels, this drag should abate.

Another factor contributing to the lack of wage growth comes from 
the long-term exit of baby boomers from the workforce (Figure 4). As 
more baby boomers reach retirement age, they are not only leaving 
the labor force entirely, but they are taking their skills, education and 
large paychecks with them. With the exit of these workers, employers 
are hiring younger, less educated and less costly employees to fill 
the roles. This is a trend that will continue for some time and may 
hamper wage growth for years to come.

Even as the national unemployment rate and the broader 
underemployment rate have fallen, wage growth has remained flat

Sources: Bureau of Labor Statistics, Federal Reserve Bank of St. Louis
Note: Gray area represents recession
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Additional Market Overview

INTEREST RATES

Yield Curve Distress 
Spread between 10-Yr Treasury and 2-Yr Treasury is Shrinking

Government Bond Yields: As of July 25, 2017

U.S. Yield %

3 Month 1.167

2 Year 1.382

5 Year 1.870

10 Year 2.214

30 Year 2.901

Global 2 Year Yield %

Germany -0.646

Italy -0.003

Japan -0.111

Spain -0.262

U.K. 0.313

As of 
July 25, 2017

Target Federal 
Funds Rate

Prime Rate
New Car Loan 

48-Month

5-Year Adj 
Mortgage 

(ARM)

15-Year 
Mortgage Fixed

30-Year 
Mortgage Fixed

Jumbo 
Mortgages 

$417K+

Rate % 1.00 - 1.25 4.25 3.03 3.30 3.12 3.93 4.31

Yearly Change +0.75 +0.75 -0.02 +0.08 +0.30 +0.39 +0.25

Source: Wall Street Journal
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Key Currency Exchange Rates: As of July 25, 2017

Value of U.S. Dollar Yearly Change

Canada Dollar 1.25 -5.11%

Japan Yen 111.68 +6.74%

Mexico Peso 17.52 -15.52%

China Yuan 6.75 +1.20%

British Pound 0.77 +0.68%

Euro 0.86 -6.08%

Source: Wall Street Journal

COMMODITIES

As of July 25, 2017 Yearly Change

Crude Oil 47.75 -2.33%

Natural Gas 2.93 -3.24%

Gasoline 1.57 +7.13%

Live Cattle 112.95 +6.31%

As of July 25, 2017 Yearly Change

Gold 1257.80 -6.52%

Silver 16.52 -17.44%

Corn 369.50 +1.72%

Wheat 475.80 -5.51%

Source: Federal Reserve Bank of St. Louis
Note: Grey area represents recession as defined by the NBER


